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Abstract 

Disclosure of risks provides information on current and potential risks that firms are facing that 

may affect their continuity, which is a critical issue for stakeholders. Despite this, most studies 

examining the impact of firm-level governance structures on risk disclosure are generally rare 

and focus only on a single country and the amount of information disclosed. Consequently, this 

study examines how corporate governance is related to the quantity and quality of risk 

disclosure by EU firms and whether national governance quality (NGQ) reinforces this 

relationship. 

Using one of the largest datasets of corporate governance and risk disclosures to date, research 

sample includes 4851 observations from firms in the UK, Germany, France, and Italy, covering 

the period 2012-2018. In this study, an automated content analysis method is used to measure 

the quantity and quality of risk disclosure practices. The estimation results indicate that firms 

report risk disclosures with a large degree of variability and inconsistency. In addition, risk 

disclosures tended to be qualitative, positive, and historical during the seven-year period 

covered. Furthermore, the multivariate analysis indicates that independent directors, board 

gender diversity, female leadership, audit quality, institutional ownership, and corporate 

governance quality are positively associated with the extent and quality of risk disclosures at 

the firm level. In contrast, concentrated ownership and managerial ownership are negatively 

related to the extent and quality of risk disclosures. 

At the country level, the evidence suggests that the NGQ, particularly voice and accountability, 

control of corruption, and government effectiveness, have a positive impact on risk disclosure. 

Furthermore, the results indicate that NGQ has a moderating effect on the relationship between 

corporate governance and risk disclosures. These findings are largely consistent with the multi-

theoretical framework that has been adopted, which integrates agency, resource-dependence, 

stakeholder, legitimacy and institutional theories. Overall, the results suggest that firms' 

disclosure decisions are not only influenced by firm-level governance, but also by country-

level governance structures. This study has important implications for firms, policymakers, and 

other stakeholders in regard to the development of the firm and national governance. 
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Chapter One: Introduction 

1.1. Background and Overview of the Research 

There is increasing attention paid by all stakeholders to the extent and quality of risk disclosure 

due to the increased demand for information about the ability of a firm to manage various risks 

and maintain long-term stability (e.g., Abraham & Cox, 2007; Bhimani, 2009; Linsley & 

Shrives, 2006; Ntim et al., 2013). The disclosure of risks can be viewed as an effective strategy 

to gain stakeholders' confidence and support by reducing the information asymmetry between 

managers and different stakeholders (e.g., Amran et al., 2009; Donaldson & Preston, 1995; 

Elzahar & Hussainey, 2012; Mbithi, Wang’ombe, and Moloi, 2020; Isiaka, 2021; Nahar & 

Jahan, 2021; Hao & Dong; 2022). As a result, firms that disclose more risk information may 

enhance their legitimacy by facilitating stakeholder support and increasing their reputation and 

goodwill (Holm & Laursen, 2007; Rhodes & Soobaroyen, 2010; Neifara & Jarboui, 2018; 

Salem, Ayadi, and K. Hussainey, 2019; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, 

and Moloi, 2020; Isiaka, 2021; Nahar & Jahan, 2021; Hao & Dong; 2022). Additionally, 

increasing risk disclosures can increase access to crucial resources, such as finance, by 

minimising capital and political costs through improved corporate image and reputation 

(Pfeffer & Salancik, 1978; Branco & Rodrigues, 2006; Oliveira et al., 2011; Elamer et al., 

2019; Kamaruzaman et al., 2019; Elamer, Ntim, and Abdou, 2020).  

The financial crisis of 2007/2008 and the Brexit referendum in the United Kingdom have led 

to a surge of interest in risk disclosures, particularly in the EU countries (Elamer et al., 2019; 

Elmagrhi et al., 2018). It also highlighted the importance of good corporate governance 

structures in improving risk management and disclosure practices (Iatridis, 2010; Mallin, 2003; 

Ntim et al., 2013; Hao & Dong, 2022). Despite the growing interest in disclosure in general 

and risk management in specific, most of the prior studies mainly focused on firm 
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characteristics that drive the differences in the extent of risk disclosure (e.g., Abraham & Cox, 

2007; Beretta & Bozzolan, 2004; Li, 2008; Linsley & Shrives, 2006; Hao & Dong, 2022). 

Several firm-level characteristics have been examined in prior studies, such as firm size, 

industry, and leverage (e.g., Lajili & Zeghal, 2009; Raj & Handley-Schachler, 2009). Other 

studies suggest that risk disclosure is largely at the discretion of the board of directors 

(Abraham & Cox, 2007; Beretta & Bozzolan, 2004; Elamer et al., 2019; Elzahar & Hussainey, 

2012; Oliveira et al., 2011). However, prior studies investigating the impact of governance 

structure at the firm level on risk disclosure across multi-countries are rare (Barakat & 

Hussainey, 2013; Dobler, 2011; Elamer et al., 2019; Elamer, Ntim, and Abdou, 2020).  

In addition, many studies investigate the impact of country-level variables on corporate 

disclosure in general, such as inflation, GDP per capita, cultural variables, and legal systems 

(see, for example, Elshandidy, 2011; Jaggi & Low, 2000; Hope, 2003). However, less attention 

has been paid to institutional pressures where fewer studies examined risk disclosure practices 

at the country level, such as its link to national governance (Barakat & Hussainey, 2013; Elamer 

et al., 2019; Kaufmann et al., 2011).  La Porta et al. (2000) and Elamer, Ntim, and Abdou 

(2020) argue, for example, that strong investor protection provided by national governance 

mechanisms may cause firms that operate in strongly regulated countries to disclose higher 

levels of risk, as a means of signalling their good performance as well as their future potential. 

National governance is commonly measured by the World Bank's Worldwide Governance 

Indicators, which reflects ‘the traditions and institutions by which authority in a country is 

exercised’ (Kaufmann et al., 2011, p. 222) and consists of six indicators: voice and 

accountability, political stability, government effectiveness, regulatory quality, the rule of law, 

and control of corruption (Kaufmann et al., 2011; Neifara & Jarboui, 2018; Salem, Ayadi, and 

K. Hussainey, 2019; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, and Moloi, 2020; 

Isiaka, 2021; Nahar & Jahan, 2021).  
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In the same vein, few studies have directly examined the role of macro-social factors (i.e., 

governance at the company and national levels) in influencing business outcomes, such as risk 

disclosure practices, and even fewer have considered this relationship in the EU context. This 

is particularly true when considering the quality of risk disclosures compared to the volume of 

disclosures. Additionally, and to the best of the researcher knowledge, there is no extant 

research that examines how national governance might influence firm governance-risk 

disclosure relationship, especially in the EU countries. This study provides novel evidence on 

the effects of macro-social factors on risk disclosures. Specifically, this study aims to 

empirically examine the relationship between multi-layer governance mechanisms and the 

quantity and the quality of corporate risk disclosures within and across the EU. Also, this 

research examines the moderating effect of national governance on the relationship between 

firm-level governance and risk disclosure quantity and quality. 

The remainder of this chapter is organised as follows. Section 1.2 outlines the motivations that 

led to the pursuit of the current research. Section 1.3 addresses the research objectives and 

questions. Section 1.4 provides a depiction of the research methodology. Section 1.5 describes 

the importance and contribution of the study to knowledge. Section 1.6 discusses the structure 

of this thesis. 

1.2. Motivation and Rationale for Research 

In recent years, risk disclosure has received considerable attention in the disclosure literature; 

however, several prior studies on risk disclosure empirically focused on a single country level 

to measure the determinants of the extent of risk disclosure within firms (e.g., Aggarwal & 

Kallapur, 2018; Amor-Esteban, García-Sánchez & Galindo-Villardón, 2018; Li, 2008; Linsley 

& Shrives, 2006). This strand of literature identifies the first gap in the research on risk 

disclosure, and this motivates the current study to provide an extensive analysis of the main 
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drivers of the levels of risk disclosures quantity and quality across four of the biggest EU 

countries (i.e., the UK, Germany, France, and Italy). 

There are several reasons why this research covers these four countries. First, these countries 

are the biggest in the EU region in terms of GDP, where Germany has the largest economy in 

Europe, followed by the United Kingdom, France, and Italy. Together, these four countries 

account for 50% of the European economy. Second, rapid changes in the social, economic, 

technological, and regulatory climate in Europe require businesses to maintain solid risk 

management frameworks to remain competitive. Due to increased awareness of the importance 

of risk management, businesses are providing additional insight into their risk perceptions in 

their annual reports, in order to comply with International Accounting and Financial Reporting 

Standards (IAS/IFRS) and to adhere to the corporate governance codes imposed by national 

markets. As a consequence of the introduction of the Non-financial Reporting Directive 

(2014/95/EU) and the relevance of non-financial risks and sustainability for consumers and 

institutional investors, the level of disclosure of financial risks has increased. Third, Financial 

risks, including liquidity risk, credit risk, and fluctuations in exchange rates/interest rates, are 

highlighted as the most significant concerns for European organizations in their annual reports. 

This - along with the mandatory disclosure of financial risks mentioned above - can be 

considered the main reason behind the high ranking of financial risks due to the majority of 

companies addressing their financial stakeholders. Finally , EU Companies are also concerned 

about uncertainties related to the economic, political, financial, and geopolitical environments, 

as well as growing regulatory risks.  

Moreover, most prior studies are restricted to analysing one type of risk disclosure, particularly 

financial risk disclosure items such as exchange rate (Marshall & Weetman, 2008), mandatory 

risk disclosure (Li, 2008) or aggregated risk disclosure (Linsley & Shrives, 2006), voluntary 



   5 

 

risk disclosure (Abraham and Cox, 2007; Beretta and Bozzolan, 2004; Deumes & Knechel, 

2008; Linsley and Shrives, 2000, 2006). Thus, the second research gap in the previous studies 

motivates the current research to examine how and to what extent firm and national governance 

influence the different levels of risk disclosure sub-categories (e.g., business, operational, 

management, and fluctuation) within or across the European annual reports. 

There has been little research into the role of national governance in influencing risk disclosure 

practices (Dobler, 2008; Kaufmann et al., 2011; Elamer et al., 2019; Elamer, Ntim, and Abdou, 

2020), and even less has examined this relationship in the EU context. This is the case 

especially if the quality of the disclosures is considered in comparison to the number of 

disclosures. Additionally, and to the best of the researcher knowledge, there is no existing 

research that examines how national governance might affect the relationship between firm 

governance and risk disclosure, especially in EU countries. Thus, the current research aims at 

investigating the role of firm and national governance on risk disclosure quantity and quality 

by controlling for some firm and country-specific characteristics such as firms’ size, leverage, 

liquidity, profitability, sales growth, cultural aspects, legal system, GDP per capita, inflation 

and market capitalisation.  

Theoretically, despite the growing interest in risk disclosure studies in recent years (Beretta & 

Bozzolan, 2004; Cabedo & Tirado, 2004; Ntim et al., 2013), there is no common and 

recommended theoretical framework for explaining the managers’ motivations toward risk 

disclosure (Deegan, 2002; Raj & Handley Schachler, 2009; Ntim et al., 2013; Mbithi, 

Wang’ombe, and Moloi, 2020; Isiaka, 2021; Nahar & Jahan, 2021). Recently, extant studies 

have tended to rely on individual socio-political and economic theories (e.g., institutional, 

legitimacy and stakeholder; agency and resource-dependence, respectively) in explaining the 

managerial motivations toward risk disclosure (Amran et al., 2009; Linsley & Shrives, 2006; 
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Lopes & Rodrigues, 2007; Greco, 2012; Elzahar & Hussainey, 2012; Salem, Ayadi, and K. 

Hussainey, 2019; Mbithi, Wang’ombe, and Moloi, 2020; Isiaka, 2021; Nahar & Jahan, 2021), 

whereas the ability of the individual socio-political and economic theories to thoroughly 

explain motivations and differences in risk disclosure have received limited attention (Beretta 

& Bozzolan, 2004; Cabedo & Tirado, 2004; Ntim et al., 2013; Oliveira et al., 2011). 

Consequently, Amran et al. (2009), Deegan (2002), Elshandidy (2011), Gray et al. (1995), 

Ntim et al. (2013), and Oliveira et al. (2011) recommend that adopting a range of individual 

theories for investigating different motivations for shaping risk information may provide a 

richer basis for explaining these motivations within and across firms. The current research 

endorses this vein and adopts as a complementary adopting a multi-theoretical framework to 

examine the effect of multi-layer governance mechanisms on risk disclosure quantity and 

quality.     

1.3. Research Objectives and Questions 

This research aims to address five main objectives. First, it aims to measure the differences in 

risk disclosure quantity and quality within firms across four European countries, i.e., the UK, 

Germany, France, and Italy, during the period 2012-2018 (this aim is achieved in Chapter 

Seven). Second, to measure the differences in risk disclosure, the current research aims to 

quantify risk disclosure through developing weighted and unweighted risk disclosure indices 

(this aim is achieved in Chapter Five). Third, identifying the main incentives of risk disclosure 

quantity and quality within and across the UK, Germany, France, and Italy (this aim is achieved 

in Chapter Eight and Chapter Nine). Fourth, this research also aims to investigate to what extent 

the differences in sub-categories of risk disclosure can be attributed to firm and country-level 

governance indicators within firms and across countries (this aim is achieved in Chapter Eight 

and Chapter Nine). Fifth, exploring the moderation effect of national governance indicators on 

the relationship between firm-level governance and the quantity and the quality of corporate 
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risk disclosures across the UK, Germany, France, and Italy (this aim is also achieved in Chapter 

Eight and Chapter Nine). 

The main research questions are classified to consider two main perspectives: firm-level and 

country-level analysis.  

Q1. Are there any significant differences in risk disclosure quantity and quality between 

firms across European countries, particularly the UK, Germany, France, and Italy?  

Q2. Do business risk, operational risk, management risk, and fluctuation risk vary within 

and between the European firms? 

Q3. To what extent do governance mechanisms at the firm level stimulate firms to provide 

their risk disclosure in annual reports? 

Q4. Do national governance indicators influence corporate risk disclosures? 

Q5. Do national governance indicators moderate the relationship between firm-level 

governance and corporate risk disclosures?  

1.4. Research Methodology  

In this study, we adopt an objective methodological position of philosophical assumptions. This 

research adopts an ontological position of realism. In an epistemological sense, the study adopts 

a positivistic viewpoint. Regarding the assumptions regarding human nature, the current study 

assumes determinism. Human beings are viewed as being highly conditioned by external 

circumstances. Therefore, the current research attempts to capture objectively measurable and 

observable human behaviours. As a consequence of these philosophical assumptions, the study 

is oriented towards an objective nomothetic methodology that uses quantitative research 
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methods. As such, this study attempts to describe and explore the perceived reality of risk 

disclosure and corporate governance quantitatively.  

Therefore, the current study is undertaking a quantitative analysis, using content analysis of a 

sample of annual reports from EU companies to examine the quantity and quality of risk 

disclosure practices and their relation to governance structures. Thus, we examine the annual 

reports of companies listed in four European countries for the years 2012-2018 inclusive. We 

develop a checklist of risk disclosure items and categories and compute risk disclosure indices. 

In order to do this, the study distinguishes between the different categories of activity and types 

of risk information related to risk disclosure. 

From the theoretical and practical perspectives, figure 1.1 illustrates the proposed framework 

for achieving the research objectives. In the adopted research framework, systematic 

procedures are presented as a checklist to minimise the possibility of disregarding any relevant 

risk issues (Muzahem, 2011: 125-127). As can be noticed, the focal point is the content of the 

risk disclosure section in annual reports. This section may vary from one country to another 

based on the jurisdiction environment of disclosure, e.g., corporate law, corporate governance 

regulation, the accounting standards (e.g., IAS and IFRS), the listing rules and the nature and 

efficiency of the security market on the one hand, and the management attitude and national 

governance mechanisms, such as regulatory quality, voice and accountability, on the other 

hand. 

Therefore Clause 1 is about the primary driver of disclosing the entire risks faced by firms, 

which is discussed in Chapters Two and Three. Clause 2 explains the certainty of risk 

disclosure items in annual reports annually through conducting content analysis and 

quantifying each item with weighted scores. Chapter Four discusses the methodology adapted 

in building the risk disclosure indices and testing the significant relationship between a firm 
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and national governance mechanisms and risk disclosure. The Analytic Hierarchy Process 

(AHP) and the Content analysis are conducted to identify the different weights for the risk 

index components and measure the actual risk disclosure levels in annual reports within 

companies and countries (as shown in Chapter Five). 

Clause 3, the study using Fixed effects Models and Second stage least square (2SLS), 

controlled research hypothesis of the connections between multi-layer corporate governance 

mechanisms, ownership structure, and risk disclosure. The findings of this study can be found 

in Chapters Eight and Nine. This stage aims to analyse the impact of multi-layer governance 

mechanisms on risk disclosure over a long time series (2012-2018) in Europe.  

Clause 4 is about the opportunities for improvement and changes proposed in the risk topics 

and contents at the country and company’s levels are required to keep up to date with the latest 

corporate governance regulations and improve risk disclosure practices in terms of quantity 

and quality.  
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Figure 1.1: the proposed framework for the current Research 

1.5. Research Contribution to Knowledge 

The current research makes several contributions to the extant literature by examining the 

impact of multi-layer governance structures on the risk disclosures of firms from four countries 
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in Europe between 2012 and 2018. This study, unlike studies which have examined a single 

country, provides new evidence about the drivers that may explain the variations in the levels 

of risk disclosures conducted by firms in four of the largest EU countries (i.e., the UK, 

Germany, France, and Italy) (see, for example, Elshandidy & Neri, 2015; Li, 2008; Linsley & 

Shrives, 2006; Aggarwal & Kallapur, 2018; Amor-Esteban, García-Sánchez & Galindo-

Villardón, 2018). 

Second, and to the best of the researcher knowledge, this research is one of the first to develop 

an AHP-based weighted index for assessing the quality of risk disclosure. At the same time, 

the unweighted index for risk disclosure was the primary method to measure risk reporting in 

most of the prior studies (Beretta and Bozzolan, 2004; Lopes and Rodrigues, 2008; Dicuonzo 

et al., 2016; Tahat et al., 2016; Kurniawanto et al., 2017; Ibrahim & Hussainey, 2019). The 

current study investigates the quantity and quality of risk disclosure across Germany, the UK, 

France, and Italy by developing a risk disclosure index across countries over seven years (2012 

to 2018). 

Third, the current research extends the existing literature by examining financial and non-

financial risk disclosure (e.g., business, operational, management, and fluctuation) within and 

across the European annual reports. The current study provides a significant contribution that 

sets it apart from most prior studies that have focused on financial risk disclosures (e.g., 

Abraham & Cox, 2007; Beretta & Bozzolan, 2004; Deumes & Knechel, 2008; Linsley & 

Shrives, 2006, 2000; Marshall & Weetman, 2008; Neifara & Jarboui, 2018; Elamer et al., 2019; 

Salem, Ayadi, and K. Hussainey, 2019; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, 

and Moloi, 2020; Isiaka, 2021; Nahar & Jahan, 2021).  

Fourth, and to the best of the researcher knowledge, this study provides new insights into how 

multi-layer governance mechanisms may influence risk disclosure practices in non-financial 
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European firms. This evidence may, in turn, allow investors and regulators to gain a better 

understanding of the possible channels (e.g., a country's governance) through which macro-

level factors affect risk disclosure practices within EU countries. This research highlights the 

importance of national governance as an additional layer of governance with the ability to 

monitor management decisions related to risk disclosures and to signal good governance, 

accountability and transparency to differentiate themselves from their rivals (Beekes & Brown, 

2006; Mallin, 2002).  

Fifth, this research is distinguished from prior studies by examining the role of female 

leadership as one of the firm-level governance mechanisms that may drive and shape risk 

disclosure within firms. Previous research suggests that female directors play a significant role 

in monitoring a firm’s financial reporting quality (see, for example, Francis et al., 2015; Peni 

& Vahamaa, 2010). However, the role of women in senior leadership (i.e., female leadership 

that may lead to more risk disclosures has received less attention. In this study, we are 

extending this nascent research by providing evidence about the positive influence of female 

leadership on managerial decisions, including those relating to risk disclosures. 

Finally, this study is distinguished from previous research in that it employs a multi-theoretical 

framework to examine how multi-layer governance mechanisms affect the quantity and quality 

of risk disclosures. A single theoretical framework may not provide a comprehensive 

understanding of how firm and national governance mechanisms may affect managerial 

motivations regarding risk disclosure (Beretta & Bozzolan, 2004; Cabedo & Tirado, 2004; 

Oliveira et al., 2011; Ntim et al., 2013; Mbithi, Wang’ombe, and Moloi, 2020; Isiaka, 2021; 

Nahar & Jahan, 2021). Therefore, this study uses a multi-theoretical framework to provide 

complimentary descriptions and explanations of risk disclosure practices in the particular 
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context of the EU (Amran et al., 2009; Elshandidy, 2011; Ntim et al., 2013; Oliveira et al., 

2011).  

1.6. Structure of the Thesis 

The current thesis provides an account and a comprehensive understanding of the influences 

of the firm and country-level governance mechanisms on risk disclosure practices across four 

European countries from 2012 to 2018. This thesis is organised into ten chapters, as follows:  

Chapter One - introduction provides the background to the thesis by identifying the research 

gaps and motivations, research questions and objectives, the theoretical and practical 

implications, the contribution to the knowledge, and the thesis’s structure.  

Chapter Two - the theoretical framework of risk disclosure, includes several attempts to define 

risk and the risk categories based on these efforts. This chapter discusses various risk disclosure 

managers' incentives and regulatory theories to interpret firms' levels of risk disclosure within 

and across countries; the risk disclosure requirements in the international accounting standards 

are also presented in this chapter. 

Chapter Three - the main research questions and hypotheses that distinguish between firm-

level and country-level are discussed in chapter four by narrating the corporate governance 

mechanisms and cultural and legal system influences on risk disclosure regarding the prior 

studies. It gives a brief description of observation and develops the aforementioned level of 

analysis to the country-level by testing the influence of country-level governance on the risk 

reporting across European countries.  

Chapter Four describes the proposed methodology of the current research, which empirically 

checks how corporate governance, countrywide lifestyle, and legal system impact risk 

disclosure in the context of European security markets. It describes the speculation 
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improvement, highlights the method of measuring a broad risk disclosure content, develops the 

regression model, and discusses the descriptive evaluation. 

Chapter Five focuses on developing the weighted and unweighted risk disclosure indexes and 

applying the AHP method to assign different weights for the main criteria of the third risk 

disclosure quality index. Under this chapter, we collect data on risk disclosure contents to 

quantify the risk disclosure practices by applying NVivo 12 plus to calculate the value of the 

risk disclosure quantity index. Also, this chapter explains the implication of risk disclosure 

quality index III and explores the differences in risk disclosure quantity and quality in one firm, 

for example, during 2012-2018. 

Chapter Six is the pilot study of differences in risk disclosure degrees across Germany, the 

UK., France, and Italy; this chapter performs a pilot study to measure the variance in risk 

disclosure quantity and quality among European countries, which examines to what extent 

there are significant differences among and between firms in these four countries in terms of 

their risk reporting. 

Chapter Seven - Descriptive analysis of the risk disclosure quantity and quality analyses the 

level of corporate risk disclosure quantity and quality within and among companies throughout 

the European nations from 2012 to 2018. The chapter measures the levels of risk disclosure 

within European countries and the extent to which the narrative disclosure sections vary across 

European firms.  

Chapter Eight - The Empirical study of the determinants of risk disclosure quantity and quality 

and between the UK, German, French, and Italian firms. This chapter examines the degree to 

which company-level corporate governance, ownership structure and country-level governance 

can express corporate risk disclosure quantity variations among companies throughout the 

European nations and which determinants affect the extent of risk disclosure. 
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Chapter Nine - The Empirical study of the Incentives for risk disclosures within and between 

firms across EU countries: Cross-country Evidence and tests how robust the results are by using 

an alternative index of risk disclosure quality (CRD III_AHP) to confirm the determinants 

which may affect the quality of risk disclosure in the European region. 

Chapter Ten - Research conclusions, limitations, recommendations, and ideas for future 

research are presented in this chapter. 

  



  16 

 

Chapter Two: A Conceptual Framework for Risk Disclosure 

2.1. Overview 

The primary purpose of this chapter is to define a specific conceptual risk disclosure. The 

definitions of risk, categories of risk, risk in professional accounting standards and risk 

disclosure theories are discussed in this chapter. This chapter is structured as follows. The 

description of the risk is discussed in Section 2.2. The comparative advantages (benefits) for 

categories of risk and risk disclosure are specified in Section 2.3. The International Accounting 

Standards in Section 2.4 outlines standards for risk disclosure. Section 2.5 reviews the multi-

theoretical framework, including agency theory, legitimacy theory, stakeholder theory, 

resource dependence theory and institutional theory, which may explain the differences in the 

disclosure of risk. The concluding remarks are provided in Section 2.6. 

2.2. Risk Definitions 

To highlight the acceptable definition of risk, three main trends are initiated in prior literature. 

A narrow perspective is the first trend in defining risk; some studies have defined risks as loss, 

damage or harm (Kaplan & Garrick, 1981; Akintoye & MacLeod, 1997; Adams, 2009; 

Kamaruzaman et al., 2019; Salem, Ayadi, and K. Hussainey, 2019; Elamer, Ntim, and Abdou, 

2020; Mbithi, Wang’ombe, and Moloi, 2020; Isiaka, 2021; Nahar & Jahan, 2021). Risk is 

described as ‘the possibility of a hazard, bad consequence, loss or risk’ in the Oxford English 

Dictionary (2009). This definition also describes risk in the context of possible adverse 

responses, such as ‘risk’ or hazard. The Securities and Exchanges Commission (SEC) also 

shows that there are only significant losses in the risk. The researchers observed in this regard 

that risks are a loss while disregarding the opposite result. (Kamaruzaman et al., 2019, p. 115). 

On the other hand, some academics identify risks from a broad perspective (e.g., Damodaran 

2008; Linsley & Shrives, 2006; Habtoor et al., 2017; Ibrahim & Hussainey, 2019) and they 
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define risks as exposure to potential losses and possible benefits. The term risk was described 

by Watson & Head (1998, p. 192) as ‘a collection of results from an evaluation which can be 

associated with probabilities,’ while ‘unknowledgeable’ occurs when probabilities cannot be 

associated with the collection of results. Therefore, Abdullah & Hassan (2013) broadly 

categorise risks into negative or uncertain actions. In fact, the Accounting Standard Board 

(ASB, 1998) describes risk as 'uncertainty as to the number of benefits.' The term includes both 

benefit and loss potential. The risk disclosures are described by Linsley and Shrives (2006, p. 

389) as informing the reader of any income opportunities, expectations, successes, threats or 

damages that had already affected the organisation or could have affected it. In fact, the 

International Accounting Standards Board (IASB) defines that risk includes losses and gains 

in several aspects of its accounting standards (e.g., IAS 32 and 39; IFRS 7). 

In such an outlook, the researcher agrees with Šotić & Rajić (2015) that risk is a consequent 

category and cannot be tackled straightforwardly without prior exploration of objectives, 

perception, coverage, and parties (Šotić & Rajić, 2015, p. 24). Due to the wide range of risks 

faced by firms in the business environment, risk management and disclosure are the 

management's strategies which received great interest, mainly in integrated reports (Moumen 

et al., 2016, p. 179) to deal with existing and potential risks, provide protection, accountability 

and add value to firms and stakeholders (Spedding & Rose, 2007; Elshandidy et al., 2018, p. 

73; Khalil & Maghraby, 2017, p. 746).   

Beretta and Bozzolan (2004) defined ‘risk disclosure’ as a way to communicate information 

regarding the firm's strategies, features, activities and other external factors which have the 

potential to influence predictable results. In this context, risks disclosure includes all the types 

of information found in annual or interim reports concerning the management forecasts, 

judgments, uncertainty and confidence about market-based financial policies, such as 



  18 

 

impairment (securities), derivative hedges and financial instruments internal control risks, and 

on economic, political and financial risks (see, for example, Elzahar & Hussainey, 2012; 

Hassan, 2009; Maghraby & Khalil, 2017; Miihkinen, 2013). 

2.3. Risk Disclosure Definition, Comparative Advantages, and Categories 

This section discusses two questions: how can firms identify their risks? And what are the 

differences between risk categories? These two questions are answered in the following sub-

sections, based on previous academic and professional research.  

2.3.1. Risk disclosure: definition, measurement and proxies   

Risk disclosure is one of the most significant contents in financial reports, which may influence 

decision-makers, regulators, and monitoring agencies. The term risk disclosure is defined by 

Beretta & Bozzolan (2004) as a means of communicating information about the firm's 

strategies, characteristics, the company's operations, and external factors that may impact the 

firm in the future. Despite this, the accounting literature acknowledges the complexity and 

subjective nature of information disclosure (Beattie et al., 2004; Radu and Francoeur, 2017; 

Ben-Amar and Chelli, 2018).  

Healy and Palepu (2001) pointed out that measuring the extent of corporate disclosure is one 

of the most important limitations of disclosure studies. It has also been suggested in the 

literature that to gain a deep understanding of the quality of reporting and disclosure, it is 

necessary to examine several factors (e.g. quantity, breadth, depth, time) that contribute to the 

quality of reporting and disclosure. Thus, a measure of quality is more than the amount of 

disclosure (the most frequent metric in the historical literature). There is evidence from some 

scholars that the importance of disclosure is often incorrectly equated with the amount that is 

disclosed (Cho et al. 2010; D’Amico et al. 2016; Unerman 2000). In order to assess disclosure 

quality beyond quantity, prior studies have advanced to include other dimensions, such as the 
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characteristics of the information disclosed, the themes or topics covered, the types of 

information disclosed, and the language used in the disclosure.  

Hopkins (1996) further defines disclosure quality as the ease with which the information may 

be read and understood by present and potential investors. Furthermore, according to King 

(1996), the degree of self-interested bias in the disclosure determines the quality of the 

disclosure.  This definition makes it very challenging to quantify management bias in 

information sharing. Furthermore, Core (2001) noted that ‘the firm's continual ex-ante 

commitment to give information’ is a key component of disclosure quality. The most widely 

accepted definition presented by Beattie et al. (2004) describes disclosure quality as a 

multifaceted, context-sensitive, nuanced, and subjective concept. 

To quantify the quality of information disclosure, Braam and Beest (2013) and Chakroun and 

Hussainey (2014) are thought to be the first attempts through the fundamental qualitative 

characteristics of information (relevance and faithful representation) and enhancing qualitative 

characteristics (understandability, comparability and timeliness). Salem, Ayad, and Haussainey 

(2019) on the other hand agree that there is no widely accepted metric for gauging the quality 

of disclosure, and in particular, risk disclosure. They follow Botosan (2004) in defining risk 

disclosure quality in terms of decision usefulness for stakeholders.  argued that disclosure 

quality could be measured by quality attributes proposed by a regulatory framework. These 

attributes are understandability, relevance, reliability and comparability based on the 

conceptual framework of IASB (2010) and the Tunisian firms’ accounting system (1997).  

Generally, risk disclosure quality refers to the semantic characteristics of risk information 

disclosed by firms, including relative quantity, depth (the potential impact of disclosed risks 

on future performance), coverage of every type of risk, and risk management outlook profile 

(Beretta & Bozzolan, 2004; Miihkinen, 2012; Elshandidy, Neri, Guo, 2018). 
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As a proxy for risk disclosure quantity, risk disclosure quantity can be measured by the number 

of sentences/words related to risk disclosure that appear in the annual report. Additionally, Risk 

disclosure coverage reflects the concentration of risk topics within corporate disclosures (e.g. 

financial risks, operational risks, and volatility risks). In addition, the depth of a risk disclosure 

measures the semantic properties of the information disclosed, and involves the content of the 

disclosed risk information, which is an indicator of any economic impact on future 

performance. The outlook profile represents how firms disclose their intended approach to 

explain the presence of risks, the future expectations of a firm and its risk management 

approach (Beretta & Bozzolan, 2004). 

2.3.2. Comparative Advantages of Risk disclosure         

Risk disclosure is one of the critical contents in financial reports for decision-makers, 

regulators and monitoring bodies (see Figure 2.1) because of its fatal role in narrowing the 

information gaps between management and stakeholders in terms of uncertainty relating to 

firms' procedures and activities (Maghraby & Khalil, 2017, p. 749; Moumen et al., 2015). Risk 

disclosure sections in annual reports can be considered as red flags on a company's future 

performance and reputation (Lajili & Zéghal, 2009; Singh & Saggar, 2017, p. 385) . 

As shown in Figure (2.1), transparent risk disclosure has a wide range of benefits not only for 

stakeholders but also for the firm itself. Adequate risk disclosure can reduce the agency costs 

owing to the information asymmetry between stakeholders and management by achieving 

fairness in providing equal opportunities for all stakeholders to obtain the same amount of 

information about the company's operations and strategic objectives on the one hand and 

reducing the distinction between stakeholders’ expectations and management actual 

performance and improving management accountability on the other hand (Solomon et al., 
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2000; Deumes, 2008, p. 122; Chithambo & Tauringana, 2016, p. 111; Kamaruzaman et al., 

2019; Ibrahim & Hussainey, 2019; Isiaka, 2021; Nahar & Jahan, 2021). 

Furthermore, Uddin & Hassan (2011) concluded that expanded risk disclosure enables 

investors to diversify their portfolios effectively, thereby minimising market risk. Risk 

disclosure is not only crucial for outside parties, but it also supports inside parties to take into 

account the evaluation and monitoring of performance and other operational and investment 

decisions and then make decisions based on rational judgments and a truthful vision, which 

allows the firm to allocate its resources more efficiently (Epstein & Rejc, 2006). 
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Figure (2.1) Anticipated benefits for Company Risk Disclosure 

2.3.3. Risk categories 

The foremost complexity in risk measurement and disclosure is rooted in researchers' 

disagreement regarding risk classifications. It is emphasised that the more accurate this list is, 

the more valuable the measurement and disclosure of these risks will be. There are various 

dimensions to categorise risks; for example, Lakonishok & Shapiro (1986) and Sukri & 



  23 

 

Waemustafa (2016) noted that risks could be classified into systematic and unsystematic risks. 

Systematic risk is a general risk to all companies derived from events of public nature, such as 

economic or political conditions. It is, therefore, difficult to eliminate by diversification. It is 

also termed a risk that cannot be avoided by diversification or market risks. While unsystematic 

risks are unique risks facing a particular firm as a result of the firm's characteristics, they can 

be avoided depending on the diversification strategy. 

In addition, Abdullah et al. (2015), Cabedo & Tirado (2004), Sukri & Waemustafa (2016), 

Mineiro & Serrasqueiro (2018), and Ibrahim & Hussainey (2019) argued that firms are 

subjected to two types of risk: financial risks and non-financial risks. Financial risk indicates 

risks that directly affect financial performance, incorporating credit, liquidity and market risks. 

Market risk usually derives from exchange rate fluctuations, interest rates, stock price shifts, 

and commodity price changes. The credit risk arises from the decline of the actual value of the 

client's portfolio over time. Operational risk arises from errors in the proceedings, whether 

human errors, system errors or external factors. Liquidity risk arises from inadequate cash 

resources to meet short-term payment obligations.  

In contrast, the disclosure of non-financial risk does not directly impact the assets, liabilities, 

and cash flows of a firm. Non-financial risk is generally divided into two types: business risk 

and strategic risk. The business risk derives from the company's risks to create competitive 

advantages and add shareholder value. Strategic risks emerge from general political and 

economic conditions and changes which affect the company's performance in the external 

environment (Abdel-Razek, 2014; Mineiro & Serrasqueiro, 2018; Ibrahim et al., 2019). 

Furthermore, other professional bodies are paying attention to risk reporting classification 

issues. This includes, for instance, the United Kingdom's Institute of Chartered Accountants of 

England and Wales in 1997. External factors are driven by external risks or environmental 
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risks, while internal risks or process risks are driven by internal factors. In addition, 

uncontrollable environments and processes promote external factors. 

The researcher noticed that the focal point of risk categorisations is to identify the risk 

components that mostly affect stakeholders' decisions and are supposed to be incorporated in 

financial reports. Hence, measuring and disclosing risks mainly depend on firms' approaches 

to categorising their risks. Yet, international accounting standards (IFRS 9) ‘Fair Value 

Measurement’ and IFRS 7 ‘Financial Instruments: Disclosure’ focused on financial 

classification in terms of listing risks related to financial assets and liabilities. 

2.4. Risk Disclosure Requirements in the International Accounting 

Standards  

The international financial reporting standards (IFRS) require firms to disclose mandatory 

information about risks, such as currency, liquidity, and credit risks; however, there is no 

separate international accounting standard (IAS) for risk disclosure. Regulating risk reporting 

arises from disclosure requirements in several accounting standards, such as IAS (10), IAS 

(21), IAS (32), IFRS (7) and IFRS (8), to name a few (IASB; https://www.ifrs.org/ 

newsandevents/). The requirements of IAS (10) stipulate disclosing events that occurred 

between the balance sheet date and the date of a reporting period, whether those events are in 

favour of the company or not; therefore, it can be said that this standard is adopted to a wide 

perspective in the concept of risk due to taking into account the positive and negative results 

that are expected to occur and have influence in the future on the firm.  

Two kinds of events can be seen in this standard: first, events show conditions which occurred 

at the end of the reporting period (adjusting events). Second, after the reporting period (non-

adjustment events), circumstances were shown. The researcher notes that it is urgently required 

to identify IAS (10) requirements in order to investigate the lag in the preparation of financial 

https://www.ifrs.org/%20newsandevents/
https://www.ifrs.org/%20newsandevents/
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statements to prevent management judgments that may misstate financial reports and affect the 

ability of users to make decisions. 

IAS (21) provides that firms should disclose the effects of changes in exchange rates on the 

financial statements if these effects have a significant influence. Fluctuations in exchange rates 

can cause three types of risk: transaction risk or cash flows risk, which is defined as the effect 

of changes in exchange rates on transaction cash flows. Second, translation risk is related to 

translated financial reports accounts. Third, economic risk is related to the present value of 

cash flows for operating activities, which reflects the influence of fluctuations in exchange 

rates on revenues and operating expenses (Chandrakumaramangalam & Sivarajadhanavel, 

2012, p. 10).  Therefore, it can be said that this standard requires the disclosure of the risks of 

exchange rate instability, a component of market risk, which, in turn, is a component of 

financial risk. 

IAS (32) and IFRS (7) stipulate disclosures to enable stakeholders to evaluate the importance 

of financial instruments as liabilities or equity to businesses, systematise financial instruments 

and counteract financial resources and liabilities. The scope, the existence, and content of risks 

associated with financial instruments in the annual reports and how they are managed by their 

management are criteria for risk communication. To assess a predictable loan and liquidity 

loss, risk disclosure under IFRS (7) includes qualitative and quantitative disclosure concerning 

different classes of financial instrument risks, such as the credit risk, liquidity risk and market 

risk (including sensitivity analyses). The following table distinguishes between financial assets 

and liabilities risks: 

Table 2.1. Segregation among different types of financial instruments' risks 

Risk Classes Definition 

 

 

 

 

Currency 

risk  

Risk of adjusting the value of financial instruments 

as a result of foreign exchange rate fluctuations 
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1 Market Risks Interest 

Rate risk 

The risk is associated with changes in the value of 

financial instruments as a result of interest rate 

changes. 

Price risk Risk of fluctuations in financial instrument valuation 

results from market price changes. 

2 Credit Risk Losses resulting from failure to alter the contractual 

liabilities of several parties. 

3 Liquidity Risk Disability of firms to pay their liabilities or problems 

in the quick and fair value of their financial assets 

4 Cash Flows Risk The risk of changes in financial instrument cash 

flows is expected due to interest rate changes. 

According to IFRS (8), companies are required to provide information about the kind of 

products and services they provide and the various geographical areas where they operate so 

that users of their financial statements can measure risk and return more accurately. Figure 

(2.2) explains the significance of following the standards for risk disclosure of international 

accounting standards. As considering Figure (2.2), international accounting standards aim 

primarily at improving disclosure transparency and integrity, so integrity risks are mentioned 

for all accounting standards to avoid legitimacy risks and obtain social acceptance; on the other 

hand, standards related to financial instruments and fair value focus on all type of financial 

risks arising from financial assets and liabilities. Operating cash flow risks are pointed out in 

IFRS (8), so non-financial risks are not compulsory revealed in accounting standards. 

Consequently, discretionary/voluntary risk disclosure requires efficient and effective 

monitoring mechanisms and corporate governance mechanisms to sustain integrity, 

transparency and accountability principles, and stakeholders' satisfaction. 
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Figure 2.2. The degree of adopting risk disclosure requirements in terms of accounting 

standards (made by the researcher) 

2.5. Theoretical Framework of Risk Disclosure  

Risk disclosure has received specific attention in recent years, particularly after the 2007/2008 

financial failure (Beretta & Bozzolan, 2004; Cabedo & Tirado, 2004; Ntim et al., 2013; Elamer 

et al., 2019; Elamer, Ntim, and Abdou, 2020); however, there is no generally accepted 

theoretical framework for investigating the motivations for risk disclosure (e.g. Deegan, 2002; 

Elamer et al., 2019, Elamer, Ntim, and Abdou, 2020; Ntim et al., 2013; Raj & Handley-

Schachler, 2009). Even though theories cannot tell us how to act, they can tell us what we can 

and cannot do. Thus, when we must decide or act, these theories remove many variables from 

the equation (Chambers, 1996).  

In previous studies, theories about socio-political and economic issues, such as institutional, 

legitimacy, stakeholder, agency, and resource-dependence, were used to explain managerial 

Standard Focus 

Consequence 

Sustaining risk 

disclosure 

requirements 

Liquidity risk 

Credit Risk 

Interest rate 

Fluctuation risk 

Integrity risk 

Exchange rate 

Fluctuation risk 

Price variations 

risk 
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IAS (10) 

IAS (21) 

 

IFRS (7) 

 

IAS (32) 

 

IFRS (8) 
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decision-making related to risk disclosure (Amran et al., 2009; Linsley & Shrives, 2006; Lopes 

& Rodrigues, 2007; Elzahar & Hussainey, 2012; Greco, 2012; Elamer, Ntim, and Abdou, 

2020). However, individual socio-political and economic theories have been limited in their 

ability to fully explain the various motivations which drive risk disclosure practices (Beretta & 

Bozzolan, 2004; Cabedo & Tirado, 2004; Oliveira et al., 2011; Ntim et al., 2013; Mbithi, 

Wang’ombe, and Moloi, 2020).  

The theoretical perspectives adopted in prior disclosure studies have significantly varied 

(Deegan, 2002; Ntim et al., 2013; Mbithi, Wang’ombe, and Moloi, 2020 ) for several reasons; 

first, there was no single analytical framework available for analysing the required relationships 

(Belkaoui & Karpik, 1989). Second, there is no explicit, comprehensive disclosure theory 

underpinning the analysis (Roberts, 1992). Considering the wide range of theoretical 

perspectives, prior research has analysed corporate governance from a wide variety of 

theoretical perspectives and has acknowledged that corporate governance quality may motivate 

firms to increase their disclosure (see Ajinkya et al., 2005; Cormier et al., 2010; Dunstan, 2008; 

Gul and Leung, 2004). Corporate governance is thus regarded as an essential instrument for 

determining how much information is required from the company to satisfy stakeholder 

information needs (Gibbins et al., 1990; Haniffa & Cooke, 2005; Ntim et al., 2013; Mbithi, 

Wang’ombe, and Moloi, 2020) since the board of directors is in charge of managing the 

information disclosure in annual reports (Gibbins et al., 1990; Haniffa & Cooke, 2005; Ntim 

et al., 2013; Mbithi, Wang’ombe, and Moloi, 2020).  

Since the main objective of the current study is to investigate the role of multi-layer governance 

mechanisms on risk disclosure quantity and quality, this study differs from previous research 

by exploring multiple theoretical perspectives (agency, stakeholder, resource-dependence, 

legitimacy and institutional theories), which provide the reasonable basis for understanding 
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and explaining CRD in the context of the European Union. In the following sections, the central 

thesis of each of these theories is discussed, leading to the formulation of hypotheses.   

2.5.1. Agency theory  

Agency theory suggests a complete separation between firms’ owners as a principle and 

management as an agent, which is involved in setting up the company's daily operations (Jensen 

& Meckling, 1976). The agency theory has been defined by Jensen and Meckling (1976, p. 

308) as ‘An agreement under which one or more persons (principals) engage another person 

(agent) to implement a service on their behalf which involves the delegation of a decision-

making authority to the agent’.  

The immediate assumption of agency theory is that managers have the opportunity to maximise 

the value of their income rather than to recognise the interests of the principal as rational agents, 

particularly under the information asymmetry between these agency parties. Moreover, 

investment, credit, and return decisions are primarily attributed to Information disclosure in 

general and risk disclosure in specific to reduce the information asymmetry among the agency 

parties (Cabedo & Tirado, 2004; Greco, 2012; Ntim et al., 2013;  Mbithi, Wang’ombe, and 

Moloi, 2020). Given Jensen & Meckling (1976) and Schipper (1991), providing more 

disclosure is the management tool to reduce agency and monitoring costs, reducing the 

information asymmetry and enhancing shareholders’ confidence. Furthermore, disclosing 

information about a firm's risks and uncertainties would enable the investors to manage risk 

diversification well (Schipper, 1991). 

Empirically, several studies deployed the agency theory to explain the management 

motivations for disclosing high/low levels of risk information in the annual reports (e.g., 

Abraham and Cox, 2007; Woods & Reber, 2003; Vandemaele et al., 2009; Berger & Gleißner, 
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2010; Mbithi, Wang’ombe, and Moloi, 2020); however, other studies employed agency theory 

to explain the role of corporate governance mechanisms (e.g., board of directors’ composition 

and structure, audit committee, ownership structure, and auditor quality) and other firm-

specific characteristics (e.g., size, profitability, and leverage) in explaining the differences in 

risk disclosure levels (Abraham & Cox, 2007; Abraham et al., 2007; Amran et al., 2009; Beretta 

& Bozzolan, 2004; Elshandidy et al., 2013; Linsley & Shrives, 2006; Oliveira et al., 2011b; 

Rajab & Handley-Schachler, 2009; Elzahar & Hussainey, 2012; Mbithi, Wang’ombe, and 

Moloi, 2020). Since the results of these prior studies explain the motivations of the extent of 

risk disclosure and the role of corporate governance in view of agency theory are important, 

other factors should be considered to give a comprehensive outlook on risk disclosure levels. 

2.5.2. Resource-dependence theory 

Resource dependence theory posits that firms are open systems and are not independent due to 

their need to acquire and secure critical resources from their external environments (Durand & 

Jourdan, 2012; Pfeffer & Salancik, 1978). Firms need to manage their risks to gain access to 

crucial resources such as financial capital, deposits, and legitimacy on a long-term basis. 

External environments support and constrain organisations (Garud et al., 2010). Thus, 

successful firms ought to improve their operations to deal with their external environmental 

needs and gain the support of most resource owners (Pfeffer & Salancik, 1978; Elamer et al., 

2019; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, and Moloi, 2020; Isiaka, 2021; 

Nahar & Jahan, 2021).   

Resource-dependence theory also suggests companies with greater transparency in the form of 

increased risk disclosure can gain a competitive advantage by accessing critical resources, such 

as finance (Pfeffer & Salancik, 1978). Since it is often costly for firms to engage in risk 

disclosure (especially with regards to financial, legal, compliance, and regulation issues) 
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(Greco, 2012; Lajili & Zeghal, 2009), a firm might significantly benefit from more significant 

internal risk management, managerial expertise, corporate image, and reputation (Branco & 

Rodrigues, 2006; Linsley & Shrives, 2006), as well as cheaper capital (Botosan, 1997). In the 

same vein, board governance has a critical impact on firms' performance (Pfeffer & Salancik, 

1978). As resources, directors serve multiple roles and are classified into three categories 

according to the roles they serve: ‘business experts’, ‘support specialists’, and ‘community 

influencers’ (Hillman, Cannella, & Paetzold, 2000).  

Resource-dependence theory can also explain the role of risk disclosure as a signal to improve 

risk management and compliance with accounting regulations since disclosure impacts the 

perception of a firm's reputation externally. A positive reputation cannot be fostered without 

making related disclosures (Ntim et al., 2013; Mbithi, Wang’ombe, and Moloi, 2020; Elamer, 

Ntim, and Abdou, 2020). Furthermore, boards of directors and shareholders' power may 

increase the quality of risk disclosure to gain access to critical resources, such as finances and 

business contracts (Pfeffer & Salancik, 1978; Jia et al., 2009; Ntim et al., 2013; Jizi et al., 2014; 

Elamer, Ntim, and Abdou, 2020). Investing in risk management and disclosure activities can 

enhance the efficiency of management (Rattanataipop, 2013). However, complementary 

competencies may allow some firms to achieve these efficiencies with fewer resources. 

Consequently, with sustained risk management and disclosure improvements, these firms may 

have a more significant competitive advantage (Barakat & Hussainey, 2013; Elamer, Ntim, and 

Abdou, 2020).   

2.5.3. Legitimacy theory  

Suchman (1995, p. 574) described legitimacy as ‘A generalised perception or assumption that 

the actions of an entity are desirable, proper, or appropriate within some socially constructed 

system of norms, values, beliefs, and definitions.’ It generally sees a company as a social actor 
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seeking to conduct activities following society's standards, values, and boundaries (Deegan & 

Unerman, 2011a). Legitimacy is a dynamic technique because society's aspirations can change 

from time to time and from society to society simultaneously (Hoque, 2006). 

Legitimacy theory is inspired by the concept of a ‘social contract’ (Patten, 1992). Businesses 

are placed at risk when a social contract is violated, as occurs when members of that society 

are dissatisfied with the performance of the business (Milne & Patten, 2002) or when the firm 

fails to meet society's expectations (Deegan & Rankin, 1996). A further way to empower firms 

to achieve better performance is to pressure them to meet legislation expectations (Buhr, 1998). 

Therefore, firms must communicate additional information, specifically about current and 

potential risks (Guthrie & Parker, 1989), for society to meet its expectations (Wilmshurst & 

Frost, 2000). Lindblom (1994) argued that firms could employ four legitimating strategies in 

response to different legitimating threats.  

A few of these strategies include: first, drawing the attention of stakeholders to changes in the 

firm's performance, second, changing stakeholder perceptions without altering the firm's 

performance, and third, manipulating perception by deflecting attention from critical issues to 

those of greater appeal, and finally, altering external expectations of the firm's performance. 

Each of these four strategies relies heavily on disclosure. To alter negative perceptions, 

legitimising activities requires public disclosure (Cormier & Gordon, 2001; Deegan, 2000; 

Elamer et al., 2019). According to Deegan (2002), a firm's strategy is based on its perception 

of societal expectations or the terms of the social contract and how society perceives the 

company as acting and responding. Furthermore, firms can get legitimacy when their 

operations and structure value are compatible with the social system and adopt social norms in 

their operations (Scott, 1987; Suchman, 1995). Therefore, firms can legitimise their operations 
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and achieve social acceptance by disclosing information about the firms potential and actual 

risks (Edkins, 2009; Ntim et al., 2013; Mbithi, Wang’ombe, and Moloi, 2020).  

The theoretical evidence suggests that firms need to gain social approval; they are likely to 

provide more corporate disclosure to reduce information asymmetry and mitigate agency costs 

on the one hand (Adhikari & Tondkar, 1992; Freeman, 1984; Salter, 1998; Ntim et al., 2013; 

Mbithi, Wang’ombe, and Moloi, 2020), and gain legitimacy through adopting the best practices 

in disclosure and governance as a result of the overseas aid provided by international 

organisations, on the other hand (Hassan, 2008; Judge et al., 2010). 

The legitimacy theory has been widely used in the disclosure literature to enhance the 

understanding of disclosure practices. Often, firms disclose risk information to influence public 

policy, either directly in response to governmental or public concerns or indirectly to promote 

a positive image of the company (Patten, 1992). According to Guthrie & Parker (1989), 

disclosure practices are shaped by societal pressures (economic, social, and political), which 

legitimise the firm's existence. This has led to the hypothesis that information reporting is 

influenced by the level of political and social pressure companies are subjected to regarding 

their financial and non-financial performance (Cho & Patten, 2007). To combat these pressures, 

companies are disclosing more information to protect their image as legitimate businesses and 

avoid the negative consequences associated with legitimacy crises (De Villiers & Van Staden, 

2006). 

Therefore, legitimacy theory emphasises the importance of societal acceptance in ensuring a 

firm’s existence and survival (Ghazali, 2007). The author argues that an underlying assumption 

of legitimacy theory is the belief that a firm’s actions can have an impact on the surrounding 

environment in which it operates. In case a firm’s activities are perceived to have detrimental 

or adverse effects on the environment, society may adversely react by boycotting the firm’s 
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product or pressuring government intervention. In this instance, firms legitimate their activities 

through various means, including communication with relevant stakeholders (Ashforth and 

Gibbs, 1990). 

2.5.4. Stakeholder theory  

Prior accounting literature has widely recognised stakeholder theory as providing valuable 

insights into disclosure practices and the effectiveness of corporate governance mechanisms. 

Stakeholder theory aims to identify and understand how the company's actions affect its 

stakeholders (Ansoff, 1965). While the firm's growth and going concern will be threatened 

without the cooperation and support of all its stakeholders, their approval must be sought and 

its activities adjusted to win their approval. Gray et al. (1995) found that influential 

stakeholders motivate firms to adopt accountability to all their stakeholders and drive more 

significant efforts to work effective relationships with them. And an excellent way to manage 

effective relationships with stakeholders is to provide more disclosure through narrative 

disclosures to gain their support and approval (Gary et al., 1996). 

A stakeholder theory holds that ethics and economics cannot be separated, and values are 

necessary for conducting business (Freeman, 1994). Instead of focusing on outcomes, 

stakeholder theory asks managers to identify the shared value they create and what ties 

stakeholders together. Additionally, it encourages managers to consider more carefully the 

relationships they desire to establish with stakeholders to achieve their objectives. It is essential 

to realise that a firm's activities are embedded within a network of stakeholder relationships 

(Darnall et al., 2010). According to Rowley (1997), stakeholder theory originated from two 

related streams: (1) defining stakeholder concepts and (2) classifying stakeholder relationships. 

Stakeholder definitions have been attempted in various ways. The term 'stakeholder' is 

described by Freeman (1984) as any group or individual that can influence or is affected by the 
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achievement of the firm's mission. However, stakeholder groups are defined by Hill and Jones 

(1992) as individuals or firms with legitimate claims to the firm, and their legitimacy is derived 

through an exchange relationship. Gray et al. (1996) defined a stakeholder as anyone who can 

influence or influence a business firm's activities. These definitions offer a framework that 

helps to clarify what constitutes a stakeholder. Consequently, firms may be involved by a wide 

variety of stakeholders, such as shareholders, customers, suppliers, employees, creditors, 

competitors, public interest groups, local communities, government and private sector bodies, 

stock markets, trade associations, national and international societies, and general members of 

the public. In their analysis of stakeholder interests, Hill & Jones (1992) argued that each 

stakeholder provides critical resources to the firm, and as a result, everyone expects their 

interests to be met. 

It is possible to classify stakeholders in different ways, including internal and external parties 

to the firm, owners or non-owners, with or without capital, individuals acting on behalf of the 

company, and those providing resources to a company. This distinction is because a variety of 

stakeholders have varying degrees of influence on the firm; some stakeholders have a stronger 

impact than others depending on the structure of the firm's/stakeholder relationship the existing 

contractual framework and the institutional support available (Friedman & Miles, 2002). There 

is, however, a helpful distinction between first and second-tier stakeholders (Freeman, 1984; 

Mitchell et al., 1997). 

A firm's ability to succeed and flourish is dependent on the commitment of its primary 

stakeholder group. According to Donaldson & Preston (1995), the primary stakeholders are 

those directly benefiting from the firm's economic activities.  In other words, a primary 

stakeholder can directly influence the firm's ability, such as shareholders, creditors, managers, 

employees, customers, suppliers, and stakeholders in the community. Investors contribute 
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capital to a public company and, in return, expect a satisfactory return on their investment and 

an increase in the stock market over time. The creditor expects to be reimbursed for their loans 

when they are repaid.  The consumer plays a significant role in the revenue generation of the 

firm. Suppliers provide inputs to the firm while seeking fair prices and reliable buyers. In 

addition to human capital commitments, managers and employees contribute skills, time, and 

effort to the firm. 

Additionally, they are expecting to be fairly compensated and to work under favourable 

conditions. In addition, regulatory stakeholders (e.g., local community groups, environmental 

groups, and other political lobbies) can exert political, legal, social, and governmental pressure 

on firms to act in an environmentally responsible way. A community-based firm provides 

locations, infrastructure, and tax breaks but is also bound by its responsibilities to improve 

and/or prevent environmental damage (Hill & Jones, 1992; Mitchell et al., 1997; Waddock & 

Graves, 1997; Henriques & Sadorsky, 2008; Ntim et al., 2013; Mbithi, Wang’ombe, and Moloi, 

2020). 

On the other hand, second-tier stakeholders are those who influence, affect, or are affected by 

the corporation but are not directly involved in transactions. Secondary stakeholders, such as 

the general public and the media, are not vital to a corporation's survival as they do not directly 

participate in its economic transactions (Mitchell et al., 1997). Still, they potentially have a 

negative effect on primary stakeholders. Since the public provides the firm with infrastructure 

through the taxation system, this assumes that corporate citizens will safeguard the 

environment, enhance it, or upgrade it. In addition, they will follow the rules of conduct 

established by the general public through legislative authorities. Firms' perceptions can be 

influenced by the media through mass communication. There is, therefore, the potential for 

public mobilisation both in favour and against firms' environmental activities (Clarkson, 1995; 
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Donaldson & Preston, 1995; Freeman, 1984; Hill & Jones, 1992; Mitchell et al., 1997; 

Waddock & Graves, 1997; Henriques & Sadorsky, 2008; Ntim et al., 2013; Mbithi, 

Wang’ombe, and Moloi, 2020). 

Stakeholder theory provides a way for dealing with multiple stakeholders who have multiple 

conflicting interests. There is no way to satisfy the needs of shareholders without addressing 

the needs of other stakeholders (Foster & Jonker, 2005; Jamali, 2008) through two main 

approaches to stakeholders: first, the prescriptive approach, which concerns the ethical or 

normative stakeholder theory, and, second, the descriptive approach which focuses on the 

managerial stakeholder theory (Deegan, 2000; Gray et al., 1996). 

Considering the ethical perspective, each stakeholder has certain minimum rights that must not 

be violated and must be fulfilled regardless of their power level. Therefore, all stakeholders 

have a right to be informed of how their firms affect them, regardless of whether that 

information may be utilised (Deegan, 2000). Gray et al. (1996) defined accountability as the 

duty to account (not necessarily monetary) or to reckon one's actions regarding one's choices. 

It implies two obligations, i.e., the obligation to take certain actions and the obligation to report 

on those actions. The accountability model requires firms to have a reporting system for their 

activities. As a consequence, additional disclosures of risk-related issues are needed to inform 

stakeholders about the extent to which managers' responsibilities have been met (Gray et al., 

1991) in accordance with the corporate governance principle of disclosure and transparency. 

The managerial perspective of stakeholder theory is different from the normative ethical 

perspective. This is because it argues that firms must satisfy the information needs of 

stakeholders who are critical to the firm's survival. Friedman and Miles (2002) argued that 

some stakeholders have more significant influence over the firm. The degree to which a 

stakeholder is perceived as powerful will determine whether or not that stakeholder receives 
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information (Deegan and Unerman, 2011b). A stakeholder's salience and identification depend 

on whether they possess one or more attributes of a relationship: power, legitimacy, and 

urgency (Mitchell et al., 1997). 

According to Ullmann (1985), stakeholders' ability to influence firms' management relates to 

their control over their needed resources. Effective use of resources entails making an event 

occur or achieving the desired outcome. Shareholders may influence company policy and 

protect their investment by voting under a corporate governance code such as the UK Corporate 

Governance Code (2018). Similarly, political power refers to a government's capability to use 

its political muscle to pursue lawsuits and legal action against firms. 

Observing risk disclosures from the perspective of stakeholder theory in relation to both ethical 

and managerial criteria reveals that stakeholder theory describes how real-world relationships 

are formed based on descriptive analysis (Donaldson & Preston, 1995) and considers 

information disclosure as a firm's method of gaining support and approval for its operation. 

This is accomplished by simultaneously distracting stakeholders from their opposition and 

disapproval. The stakeholder theory acknowledges that there are a variety of stakeholders with 

an interest in the firm's behaviour and its impact on the environment (Moneva & Llena, 2000). 

Due to firms' recognition of stakeholder rights, they tend to disclose more risk information in 

order to satisfy their needs (Monteiro & Aibar-Guzmán, 2010). 

2.5.5. Neo-institutional theory  

According to neo-institutional theory, firms tend to adopt social norms and rules into their 

operations and structures to gain social acceptance and legitimacy (e.g., DiMaggio & Powell, 

1983; Scott, 1987). Adopting the neo-institutional theoretical perspective is a response to the 

academic scholars’ latest calls for an alternative theoretical framework to study the 

management motivations toward risk disclosures (Abraham & Shrives, 2014; Christopher, 
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2010; Dobler et al., 2011). A neo-institutional theory may offer different intuitions for 

interpreting risk disclosure and provide a complete understanding of the impact of multi-layer 

governance mechanisms on risk disclosure within specific regulations and institutional 

contexts. (Elamer, Ntim, and Abdou, 2020; Haque & Ntim, 2018; Ntim et al., 2013; Zattoni & 

Van Ees, 2012). One reason is that a neo-institutional theory incorporates both an efficiency 

perspective and a legitimation view; the efficiency perspective suggests that effective 

governance mechanisms may lead to more transparent risk disclosures. Consequently, 

increased risk disclosure can mitigate agency conflicts and reduce the information asymmetry 

between management and shareholders (Jensen & Meckling, 1976; Abraham & Cox, 2007; 

Ntim et al., 2013; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, and Moloi, 2020).  

A legitimation view of the neo-institutional theory suggests that firms are not only competing 

for critical resources, such as cheaper capital, but are also seeking social acceptance and 

legitimacy (Elamer, Ntim, and Abdou, 2020; Zattoni & Cuomo, 2008). In this respect, Scott 

(2001) suggested that neo-institutional frameworks contain three analysis levels: social 

institutions (country-level institutions), governance arrangements, and firms as economic 

actors. Social institutions at the country level offer formal and informal platforms that provide 

standards of acceptable social conduct (Judge et al., 2008; Judge et al., 2010).  

In this case, social institutions may interact to create, promote and/or limit the spread and/or 

enforcement of structures and actions at lower levels. Also, complying with governance, IFRS 

recommendations and voluntarily practices of risk disclosure can help to gain legitimacy by 

fairly balancing the conflict of interest among different influential stakeholders on the one hand 

(Freeman & Reed, 1983; Freeman, 1984) and sending a signal of trustworthiness to existing 

and potential investors about the quality of governance structures and strategies, which may 

enhance risk disclosure practices (Zattoni & Van Ees, 2012; Ntim et al., 2013; Haque & Ntim, 
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2017; Mbithi, Wang’ombe, and Moloi, 2020). According to neo-institutional theory, firms are 

not only competing for legitimacy and social approval but also critical resources (‘efficiency’).  

In this study, risk disclosure can be considered a strategy to gain social acceptance and 

legitimise firms’ operations. In increasing commitment to risk disclosure practices, a firm can 

send a credible signal to its stakeholders about the quality of its governance and thereby 

enhance its legitimacy, social acceptance, and efficiency when deploying its resources 

(Connelly et al., 2011; Elamer, Ntim, and Abdou, 2020; Ntim et al., 2013). 

2.5.6. Justification for a multi-theoretical framework  

Based on the previous discussion, the rationale for the development of a multi-theoretical 

framework is based on the fact that no comprehensive theory covers all the aspects of this 

research. To the best of the researcher knowledge, no single theory can be used to explain the 

relationships among the variables examined in this study. In all these theories, companies are 

assumed to operate within a society that influences their practices and possesses the resources 

necessary for their operation. In order to obtain these resources, companies must meet societal 

expectations. Thus, corporate disclosures can be used to maintain the reputation of a company 

and to convince the public that the company complies with societal (and other stakeholders) 

expectations. It has been argued that these theories are complementary rather than competitive. 

Therefore, the use of a multi-theoretical framework in this study allows a better understanding 

of the role played by governance mechanisms in explaining the behaviour of risk disclosure 

practices. 

However, under agency theory, risk disclosure may reduce information asymmetry between 

groups and contribute to making good credit and investment decisions; agency theory no longer 

seems relevant to explaining risk disclosure motivations. According to agency theory, risk 

disclosure is typically directed towards opportunistic financial agents - although those agents 
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are not likely to be the only ones to benefit (Abraham & Cox, 2007; Gray, Kouhy, & Lavers, 

1995). On the other hand, the resource dependency theory states that firms who commit to 

greater risk disclosure will increase their access to critical resources, such as finance (Branco 

& Rodrigues, 2006; Pfeffer & Salancik, 1978). Furthermore, risk disclosure is a strategic 

motive for corporations rather than a means to demonstrate responsibility and accountability 

for a broader range of corporate stakeholders (Lopes & Rodrigues, 2007; Parker, 2005).  

Both legitimacy theory and institutional theory focus on the ability of firms to achieve social 

acceptance and legitimacy (Chen & Roberts, 2010; Deegan, 2002). Risk disclosure, therefore, 

enables companies to gain social acceptance and legitimise their operations. Even though both 

theories are beneficial for explaining the motivations for CRD (Edkins, 2009; Raj & Handley-

Schachler, 2009), they do have a number of limitations. The underlying problems include 

ambiguity regarding the identity of corporate stakeholders, prioritizing financial stakeholders, 

and the inability to predict and explain managerial behaviour (Deegan, 2002; Gray et al., 1995; 

Parker, 2005).  

According to the stakeholder theory, corporations use risk disclosure to meet the information 

needs of their diverse stakeholders and obtain approval, a crucial element for corporate survival 

(Freeman, 1984; Freeman & Reed, 1983). The stakeholder theory is concerned with identifying 

and referring to specific, influential stakeholders in society, and it is these stakeholders who 

grant legitimacy to a corporation (Gray et al., 1995; Reverte, 2009). Stakeholder theory has 

been criticised as focusing on the interests of the most powerful and influential stakeholders 

the majority of whom are financial stakeholders (Amran et al., 2009; Linsley et al., 2006; 

Oliveira et al., 2011). 

Accordingly, each theoretical perspective has its limitations in explaining risk disclosure 

practices, and given the vast array of corporate motivations for risk disclosure (Beretta & 
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Bozzolan, 2004; Cabedo & Tirado, 2004), we adopt a multi-theoretical perspective. We 

consider the range of individual approaches to be complementary rather than competing 

theories, drawing upon prior research (Gray et al., 1995; Amran et al., 2009; Oliveira et al., 

2011; Ntim et al., 2011). As the previous theories are interdependent, a combined analysis 

offers a more comprehensive basis for understanding and explaining the motivations for risk 

disclosure within the EU context.  

All in all, To the best of the researcher knowledge, there is no single theory that can be utilised 

to explain the relationships among the main variables examined in this research. We argue that 

a multi-theoretical framework can be integrated through their focus on the role of governance 

at firm and country level explaining the behaviour of risk disclosure practices. 

In all these theories, companies are assumed to operate within a society that influences their 

practices and possesses the resources necessary for their operation. In order to obtain these 

resources, companies must meet societal expectations. Thus, corporate disclosures can be used 

to maintain the reputation of a company and to convince the public that the company complies 

with societal (and other stakeholders) expectations. It has been argued that these theories are 

complementary rather than competitive. Therefore, the use of a multi-theoretical framework in 

this study allows a better understanding of the role played by governance mechanisms in 

explaining the behaviour of risk disclosure practices. 

2.6. Concluding Remarks 

This chapter discussed the underlying basis of risk reporting. It covers the definitions of risk 

and how to categorise different types of risk in professional academic initiatives. Risk 

disclosure is one of the essential contents in financial reports for decision-makers, regulators, 

and monitoring bodies because of its fatal role in narrowing the information gaps between 

management and stakeholders in terms of uncertainty relating to firms' procedures and 
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activities. Risk disclosure sections in the annual reports can be considered as red flags on a 

company's future performance and reputation. It is clear that there is no separate international 

accounting standard (IAS) for risk disclosure, but regulating risk reporting arises from 

disclosure requirements in many accounting standards, such as IAS (10), IAS (21), IAS (32), 

IFRS (7) and IFRS (8), to name a few.  

The requirements of IAS (10) adopted a wide perspective of the concept of risk in order to take 

into account the positive and negative results that are expected to occur and influence the future 

of the firm. Moreover, there is no broad and acceptable theoretical framework for investigating 

the motivations regarding risk disclosure yet, and a single theoretical framework may fail to 

provide a complete description of how firm and national governance mechanisms may affect 

management motivations toward risk disclosure. Accordingly, this study adopts a number of 

theories for investigating the different motivations for shaping risk information. To broaden 

the theoretical background of risk disclosure and the main drivers of risk reporting, prior 

literature is analysed in the next chapter to formulate the research hypothesis. 
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Chapter Three: Literature review and Hypotheses Development 

3.1. Overview 

A detailed discussion of the proposed conceptual framework for risk disclosure has been 

provided in Chapter 2. A review of the relevant literature is provided in this chapter, which 

examines the relationship between risk disclosure and firm-level and country-level corporate 

governance. There has been a substantial body of academic literature on the disclosure of 

corporate risks in recent years. Research from a wide range of theoretical backgrounds has 

concluded that risk disclosure can be viewed as an effective strategy to improve stakeholders' 

confidence and provide support by reducing information asymmetry between managers and 

stakeholders (e.g., Freeman & Reed, 1983; Donaldson & Preston, 1995;  Amran et al., 2009; 

Elzahar & Hussainey, 2012; Ntim et al., 2013; Neifara & Jarboui, 2018;  Elamer, Ntim, and 

Abdou, 2020; Mbithi, Wang’ombe, and Moloi, 2020; Nahar & Jahan, 2021; Hao & Dong, 

2022). Also, risk disclosures are affected by a wide range of explanations. Prior research has 

focused primarily on the content and extent of corporate risk disclosure within annual reports, 

its relationship to economic performance and corporate reputation, and the impact of specific 

corporate characteristics on disclosure levels. 

Nevertheless, few studies have examined the relationship between corporate risk disclosure 

and corporate governance at the firm and country levels directly, and very few studies have 

addressed such a relationship across countries. This is particularly true in terms of the quality 

of risk disclosures. Further, not all aspects of corporate governance have been explored in the 

literature, although prior studies have identified that good corporate governance is associated 

with transparency and credible disclosure (see, for example, Elamer et al., 2018; Salem et al., 

2019). 

This chapter is divided into four additional subsections: Section 3.2 discusses risk disclosure 

practices and corporate governance reforms within the European Union context. Section 3.3 

outlines the literature on firm-level governance and risk disclosure. Section 3.4 discusses 

country-level governance and risk disclosure. Section 3.5 concludes the chapter. 
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3.2. Risk Disclosure Practices and Corporate Governance Reforms in the 

European Union 

3.2.1. Risk disclosure practices in the European Union 

Worldwide, there is a remarkable variation in the regulations on corporate risk disclosure, 

ranging from merely discretionary to rigidly mandatory. This section aims to overview the 

regulatory frameworks surrounding risk reporting in different countries across the EU context. 

Regulators require companies to report their risk factors. European listed companies must 

prepare their financial statements according to International Financial Reporting Standards 

(IFRS) which requires them to disclose risks related to financial instruments in a quantitative 

and qualitative manner. The IASB also recommends that companies provide a Management 

Commentary, which includes information about risk exposures (IASB, 2010). This 

commentary is in a narrative format and is meant to supplement and complement the financial 

statements. The risk disclosure in the management commentary should include both internal 

and external risks, and should mention both negative consequences and potential opportunities. 

However, this is only a recommendation and not a requirement. Companies in the EU are 

required to provide a description of the risks and uncertainties the company faces in their 

financial statements, or more specifically, in the management report. Directive 2013/34/EU 

mandates this, but it also gives managers a lot of freedom in its implementation. The level and 

detail of risk disclosure is left to the discretion of management, making risk disclosure in the 

European context often referred to as quasi-mandatory or quasi-voluntary (see for example, 

Dobler et al., 2011, Mazumder and Hossain, 2018).  

 

In the UK, corporate risk reporting is mandatory for publicly traded companies under the 

Companies Act 2006 and the Financial Reporting Council’s Corporate Governance Code. The 

Companies Act 2006 requires companies to include a statement in their annual report that 
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identifies the principal risks and uncertainties that the company faces, and to explain how it 

manages those risks. The Financial Reporting Council's Corporate Governance Code also 

requires companies to provide an explanation of the company's risk management processes and 

an assessment of the effectiveness of those processes. Furthermore, The Institute of Chartered 

Accountants in England and Wales (ICAEW) has also guided and motivated UK firms to 

include risk disclosures in their annual reports.  

 

ICAEW has published several papers covering the prospects and problems of risk reporting as 

well as how firms in the UK communicate risk information in their annual reports (ICAEW, 

1997, 1999, 2002, 2011). Their accounting issues were developed in accordance with the 

principle-based approach that stresses voluntary disclosure regarding risk issues in order to 

reduce capital costs. Furthermore, ICAEW (2011) has recently proposed a number of methods 

to improve the disclosure of risk in annual reports (e.g., considering investor needs 

continuously, using quantitative over qualitative risk information, and keeping shorter, more 

detailed lists). Risk reporting in the UK is characterised by two main features. The first is the 

preference for voluntary risk reporting that is intended to improve accounting information and 

reduce the cost of capital. The second is the requirement that each firm identifies its own risks 

rather than providing a listing of risks. 

In Germany, a recent publication by the German Accounting Standards Board (GASB) focuses 

on risk reporting regulatory issues, making Germany the only country to have issued a 

comprehensive accounting standard in this area. Dobler (2005, 2008) asserted that, as a result, 

the German experience may have influenced worldwide efforts to codify a standard for risk 

reporting accounting. According to German accounting standard no. 5 (GAS, 5), the primary 

objective is to provide users with appropriate and reliable information that can be used to make 

informed decisions, providing a clearer picture of the risks that could impact the future 
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development of a firm (GAS 5: Paragraph 2). GAS 5 calls for all risk-related disclosures to be 

included separately in the narrative of the annual report, preferably under the heading ‘Risk 

and Opportunities’ (Elshandidy et al., 2015). Under GAS 5, the risk is narrowly defined as the 

potential for a negative impact on firms' financial results in the future. In contrast, the 

opportunity is defined as the potential for a positive impact (paragraph 9 of GAS 5).  

According to this standard, firms' annual reports should include a section on Risks and 

Opportunities in their narrative sections, describing risk management policies and 

organisational structures. As part of GAS 5, firms must disclose their residual risks, such as 

industrial and market risks, and any other risks that significantly affect their business. The 

Accounting Standards Committee of Germany (ASCG) also requires that German publicly 

traded firms, which are formally required to adopt IFRS fully, should apply the main risk 

reporting requirements under GAS 5.  

In France, information regarding risks is neither regulated nor has a standard structure, as in 

Germany. Under French commercial law, the board of directors' report is required to provide a 

description of significant risks and uncertainties and the objectives and policies adopted to 

manage those risks and uncertainties. In practice, many listed French companies include in 

their annual reports a section on risk factors describing selected events that could adversely 

affect their financial statements in the future. As well as this, they report extensively on 

financial risks based on the International Accounting Standards (IASB 2010). Although the 

process of identifying and assessing risk factors is inherently complex and cannot be verified, 

disclosure of risk factors is almost entirely at the discretion of management. French annual 

reports are prepared on mandatorly basis similarly to firms in the United States which are 

subject to mandatory requirements, do not provide as much disclosure as their European 
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counterparts (Derouiche, Manita, and Muessig, 2021; Garefalakis, Sariannidis, and Lemonakis, 

2020).  

Additionally, the European Union (EU) has also attempted to provide guidelines for companies 

whose securities are listed on a stock exchange within the EU regarding risk disclosure. 

According to EU directive 2004/109/EC, all listed companies have to publish a management 

report that describes the principal risks and uncertainties the company is exposed (EU Directive 

2004/109/EC, 2004). The directive did not provide sufficient information regarding the content 

and structure of risk disclosures. Italian institutions had voluntarily reported risks (Beretta & 

Bozzolan, 2008). The Italian Civil Code 2007 amended the Transparency Directive (Directive 

2004/109/EC) to require companies to address their risks and management responses in the 

MD&A section of their annual reports (Elshandidy & Neri, 2015). 

 

In Italy, corporate governance and annual reporting are closely linked in the Italian code, with 

specific disclosure requirements included in the recommendations. The recent version whish is 

2020 coroprate govrance of the corporate governance report, considerable attention is paid to 

the disclosure of risks, with a specific appendix dedicated to discussing the importance of risk 

management disclosures. This emphasis on risk disclosure stems from a document published 

in 2008 by the Council of Italian Chartered Accountants (IRDCEC, 2008), which was intended 

to assist organisations in complying with new management reporting requirements that arose 

after the introduction of Directive 2001/65/EC and subsequent changes in the Civil Code of 

Italy (Legislative Decree No. 32/2007 that amended the Civil Code's Article 2428). As a result, 

managers must provide details of all risks faced by their company and how they have managed 

those risks in their annual reports.  Corporate risk reporting is mandatory for publicly traded 

companies under the Consolidated Law on Financial Intermediation, also known as Testo 
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Unico della Finanza (TUF). The TUF requires companies to provide an explanation of their 

risk management processes and an assessment of the effectiveness of those processes. 

3.2.2. Corporate governance reforms in the European Union 

Over the past few years, corporate governance has made significant progress in the Europe 

region. The financial crisis of 2007/2008 has forced international corporate governance reforms 

in Europe and beyond, as demonstrated by the recent OECD/G20 Principles of Corporate 

Governance and other guidelines. There is no doubt that corporate governance regulations 

enhance the legal system for corporate governance as they provide a guideline for organisations 

in improving their practices, yet they should not be viewed as an end in themselves (Crescent 

Enterprises, 2016, p. 8; Haque, 2019, p. 24).  

The commitment approach is one of the key features of the corporate governance structure. In 

particular, as seen in Table 3.1, the balance between a 'comply or explain' approach and a 

‘voluntary’ approach may adjust over time, given the dynamism of the business environment 

and culture. A ‘comply or explain’ approach has been used in corporate governance codes in 

the UK and France, while it is a ‘voluntary’ approach that is primarily used in corporate 

governance codes in Germany and Italy . 

Table 3.1: CG codes for 4EU countries 

State  CG codes Year fulfilment 

approach 

Issuing Body 

Germany  
German Corporate 

Governance Code 

2022 comply or 

explain’ 

Corporate Governance Kodex 

UK  
The UK’s 

Combined Code 

2018 comply or 

explain’ 

Financial Reporting Council 

(FRC) 

France  The French Code 2004 Voluntary AFEP and MEDEF 

Italy  
Revised Code of 

Conduct 

2006 Voluntary  Corporate Governance 

Committee 

Source: Adapted from: IFC, 2015, P. 9; AMF, 2016, P. 15; Pletz & Upson, 2019 p. 1016; 

Rühmkorf et al., 2019, p.1047. 
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The following sub-sections demonstrate the differences across European countries in light of 

CG mechanisms and their role in risk disclosure from theoretical and practical views. 

3.2.2.1. Board of directors' characteristics (structure, size, and composition)  

There is a wide variety of board structures in Europe, which can be labelled into a dual system 

of unitary (one-tier), two-tier, or Nordic structures (IFC, 2015, p.37). As shown in Table 3.2, 

one-tier boards are common in the UK; however, the separation between CEO and chairperson 

positions (one-tier structure) is mandatory in the German CG. In France and Italy, it is allowed 

to choose either a single-tier board or a two-tier board code.  

The effectiveness of the supervisory board's monitoring role may largely depend on the board 

size; thus, best practices of corporate governance around the world suggest that the board 

should have a reasonable number of directors (Domnguez & Gamez, 2014).  

The recommended size of the board varies across regions and is explained by the differences 

in firm characteristics and industry characteristics. According to a survey of 15 European 

Union states, Germany has the highest average number of directors per board at 17, while the 

UK has the lowest average number at 12 (IFC, 2015, P.38). It is widely agreed that the 

composition of boards of directors is heavily influenced by the ratio of non-executive directors 

to their total membership (Haniffa & Cooke, 2002). But despite differences in board 

composition, nearly all countries have minimum criteria for independent management.  

Most countries have practically determined the acceptable limits of independence and non-

executive board members; the UK, French, and Italian corporate governance (CG) codes 

require about 33-50% independent board members. However, the German code recommends a 

good percentage of independent directors. 
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Table 3.2: Board of director characteristics (structure, duality and independence) 

Country Board composition %Independent 

Directors 

CEO Duality/ 

 Separation 
 Size Type 

Germany  17  Two-tier  Adequate number Mandatory 

UK  
12 One-tier 50% Recommended/ 

CG codes 

France  
14 The choice between one-tier 

and two-tier board structures. 

33%-50% Voluntary 

Italy  14 Choice of three different 

structures: the ‘traditional’ 

model or two-tier or one-tier. 

33% or 1/3 Voluntary 

Source: (IFC, 2015, p. 44; Meier & Meier, 2013, p. 8-9) 

In terms of gender balance on boards, companies are called upon to adopt policies that will 

increase the number of women on boards and in senior positions. The G20/OECD CG 

Principles recommend that board members periodically assess their performance to determine 

whether they have the right combination of expertise and experience. In Table 3.3, it is shown 

that despite the relatively high gender diversity in the EU boards, Germany and France are the 

countries with the highest percentages of women on their boards. At the same time, The UK 

government has been pushing for women to play a greater role in corporate governance since 

2011. For example, the UK government released the Hampton-Alexander review in 2015, 

which recommends that companies achieve 33% of women on the boards of FTSE 350 by 

2020. More recently, the FTSE Women Leaders Review (2022) set a target of 40% 

representation of women on FTSE 350 boards to be achieved by 2025. Female directors in 

German and French firms represent 50% and 40%, respectively; however, females represent 

33% of the Italian directors. 

Table 3.3: Women’s participation in the board of director composition 

 

Country 

Women’s participation 

%female board members Deadline 

Germany 50 2018 

UK 40 2025 

France 40 2017 

Italy   33 2015 

Source: (AMF, 2016, P.33) 
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3.2.2.2. External audit  

 

Throughout Europe, external auditing is one of the focal attributes of governance codes. All 

countries are required to have their financial statements externally audited, and the selection of 

an external auditor is delegated by various authorities, including Board selection and the 

participation of shareholders. There are requirements for confirming and training external 

auditors in some codes; there is also a call for organisations to turn over external auditors after 

6-7 years for Germany, France, and Italy, and they cannot be reappointed before three years 

(OECD, 2019). 

3.3. Related Literature and Research Hypotheses Development 

Several studies have been undertaken to investigate the determinants of risk disclosure at the 

firm and country levels, and to test the association between firm-level governance mechanisms, 

ownership structure, country-level governance indicators, and risk disclosure quantity and 

quality because of different theoretical frameworks. The main findings of this literature are 

inconsistent regarding the role of firm-level governance mechanisms on risk disclosure. Thus, 

there is still an essential need to explore incentives that stimulate firms to provide mass and 

high-quality risk information in their annual reports (Abraham and Cox, 2007; Barakat & 

Hussainey, 2013; Dobler, 2008; Vandemaele et al., 2009; Elshandidy, 2011; Kaufmann et al., 

2011; Ntim et al., 2013; Neifara & Jarboui, 2018;  Elamer, Ntim, and Abdou, 2020; Mbithi, 

Wang’ombe, and Moloi, 2020; Nahar & Jahan, 2021; Hao & Dong, 2022).  

Elshandidy and Neri (2015), Mokhtar, and Mellett (2013), Ntim et al. (2013), and Oliveria et 

al.  (2011a) confirm that the independent board of directors, Big-4 auditor and the level of risk 

disclosure are significantly associated. However, the relation between board independence, 

audit committee and risk disclosure was insignificant, based on the empirical evidence 

provided by Elzahar & Hussainey (2012) and Al-Shammari (2014), Neifara & Jarboui (2018), 
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and  Nahar & Jahan (2021). Also, several previous studies have indicated that concentrated 

ownership is positively related to the extent of disclosure, but the findings of empirical research 

are mixed (Adhikari & Tondkar, 1992; Archambault & Archambault, 2003; Salter, 1998; 

Abdallah & Eltamboly, 2022).  

At the country level, there is an evident scarcity of studies on how national governance (CG) 

mechanisms outline the level of risk disclosure, as far as the researcher knows, and these studies 

concluded that country-level governance is positively associated with firms’ disclosure 

practices (e.g., Essen et al., 2013; Shen et al., 2012; Elamer et al., 2019; Elamer, Ntim, and 

Abdou, 2020).  

On the other hand, risk disclosure has considerable attention in the disclosure literature; 

however, several prior studies on risk disclosure empirically focused on a single country level 

to measure the determinants of the occurrence and extent of risk disclosure within firms (e.g., 

Aggarwal & Kallapur, 2018; Amor-Esteban, García-Sánchez, and Galindo-Villardón, 2018; 

Li, 2008; Linsley & Shrives, 2006). This strand of literature identifies the second gap in the 

research on risk disclosure, and this motivates the current study to provide an extensive analysis 

of the main drivers of the levels of risk disclosures quantity and quality through a cross- 

European country research which covers four of the biggest EU countries (i.e., the UK, 

Germany, France, and Italy). 

Theoretically, extant studies have tended to rely on individual socio-political and economic 

theories (e.g., institutional, legitimacy and stakeholder; agency and resource-dependence, 

respectively) in explaining the managerial motivations toward risk disclosure (Amran et al., 

2009; Elzahar & Hussainey, 2012; Greco, 2012; Linsley & Shrives, 2006; Lopes & Rodrigues, 

2007), Whereas, the ability of the individual socio-political and economic theories to 
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thoroughly explain motivations and differences in risk disclosure have been limited (Beretta & 

Bozzolan, 2004; Cabedo & Tirado, 2004; Ntim et al., 2013; Oliveira et al., 2011).  

Consequently, Amran et al. (2009), Deegan (2002), Elshandidy (2011), Gray et al. (1995), 

Ntim et al. (2013), and Oliveira et al. (2011) recommend adopting a range of individual theories 

for investigating different motivations for shaping risk information, may provide a more 

prosperous basis of explaining these motivations within and across firms. The current research 

endorses this vein and suggests that it is essential to adopt, as a complementary, a multi-

theoretical framework to examine the effect of multi-layer governance mechanisms on risk 

disclosure quantity and quality.     

Table (3.1) summarises the studies involving CG and risk disclosure and illustrates the main 

similarities and differences. The majority of these studies used content analysis to quantify the 

risk extent in annual reports; others used unweighted self-constructed risk indexes, yet these 

disclosures indexes are subjective because they assume the equality of the importance for risk 

items.  
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Table 3.4: A chronological review of practical corporate governance and risk disclosure studies 

Study Scope CG Mechanisms Research Method Results 

Abraham & Cox 

(2007) 

The UK Ownership structure, 

non-executive and independent directors 

Content analysis and regression model Significant 

Dobler et al., (2011)   The UK      Institutional ownership, 

Independent directors 

Content analysis and regression analysis Significant 

Oliveria et al., (2011a)   Portugal Independent directors, Auditor type Content analysis and regression analysis Significant 

Erkens (2012) 30 countries Board independence, ownership structure Content analysis and regression analysis Significant 

Elzahar & Hussainey 

(2012)  

The USA, the UK, 

Canada, Germany  

institutional ownership, role duality, 

board size, board composition, and audit 

Committee size 

Content analysis and regression analysis No significant 

relationship 

Mokhtar & Mellett 

(2013) 

Egypt CEO duality, the board size, auditor type 

and ownership concentration 

Content analysis unweighted disclosure 

index, multiple regression analysis 

Significant 

Ntim et al. (2013) South Africa Board of directors’ characteristics 

(diversity, board size and independence, 

CEO duality) 

panel data regression models Mixed results 

Al-Shammari (2014)  Kuwait, Board independence, audit committee, 

the board size 

 

manual content analysis and regression 

model 

Mixed results 

Elshandidy & Neri 

(2015)   

The UK and Italy Independent directors, the board size Content analysis, regression model Significant 

Madrigal et al., (2015) Spain Independent Board members, ownership 

structure 

Content analysis- risk disclosure index Significant 
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Al-Hadi (2015) Gulf Corporation 

Council countries 

Board risk management committee Risk disclosure index, 

panel regression models 

Significant 

Moumen et al. (2016) nine countries in the 

MENA zone 

Board characteristics Manual content analysis- disclosure 

index, pooled OLS regression 

Mixed results 

Khalil & Maghraby 

(2017) 

Egypt Board characteristics manual content analysis, Ordinary least-

squares regression 

No significant 

relationship 

Elamer et al. (2017) Ten countries in the 

MENA zone 

Islamic governance quality and national 

governance quality 

Unweighted (weighted) risk 

management and disclosure index. 

Significant 

Haque (2018) 12 MENA countries Executive, supervisory power, ownership GMM estimation method Mixed results 

Ibrahim et al. (2019) Saudi Arabia CEO duality 

board independence, institutional 

ownership, auditor type 

Content analysis, Ordinary least-squares 

regression 

Mixed results 

Elamer et al.(2019) 100 banks in 14 

MENA stock 

exchanges 

Sharia supervisory board, ownership 

structures, and country-level governance, 

including the absence of violence and 

control of corruption (CC). 

unweighted risk disclosure index Significant 

Dobija et al., (2021) Poland Gender diversity and board size regression models Significant 

Nahar & Jahan (2021) 160 banks across 45 

countries  

Risk committee unweighted risk disclosure index Significant 
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3.3.1. Firm-level corporate governance  

The current study expects that the board of directors’ characteristics, i.e., the board of 

directors’ composition, risk management committee existence and external auditor type, 

may have an essential role in explaining variations in risk reporting within and between 

firms. The Board of directors, audit quality, and risk committee will be focused on shifting 

toward potential risk issues and disclosure themes displayed due to the changes in 

governance structures across European countries. While there are far and wide distinctive 

models of board structures in the European region, it can be classified into a dual system 

of unitary (one-tier) and two-tier, or into three categories: one-tier, two-tier, and Nordic 

structures (IFC, 2015:37).  

3.3.1.1. Board independence  

Agency theory predicts that independent directors are an essential requirement of the 

governing board of directors, not just to deal with agent and principal agency problems 

(Linsley & Shrives, 2006; Oliveira et al., 2011; Adelopo, Yekini, Maina, and Wang, 2021) 

but also to endorse the interests of other stakeholders. Based on the agency theory 

perspective, independency means that there are no ties between the board of directors and 

executives; thus, independent directors are more likely to be independent in their opinions. 

They can give objective and beneficial thoughts, which are more likely to mitigate agency 

conflicts between principals and agents (Elshandidy & Neri, 2015).  

Furthermore, signalling theory argues that independent directors have incentives to signal 

their lack of collaboration with executives and their ability to improve their company’s 

market value by increasing the levels of disclosure. Also, stakeholder theory suggests that 

diversity on boards of directors’ culture and gender can improve board independence and 
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managerial ability of directors (Cabedo & Tirado, 2004; Elzahar & Hussainey, 2012; 

Adelopo et al., 2021) on one side, and enhance the relationships with stakeholders, on the 

other side (Amran et al., 2009; Donaldson & Preston, 1995).  

The boards are composed of non-executive board members to their total numbers (Haniffa 

& Cooke, 2002). Still, despite differences in board composition, nearly every country has 

a minimum number or ratio criteria for independent managers. In terms of addressing the 

agency issues between managers and stockholders, the upper limits of independence and 

non-executive board members have been practically determined by most countries; the 

UK, French, and Italian corporate governance (CG) codes require about 33-50%, 

independent board members. But German code recommends an adequate number of 

independent directors. Also, a number of European countries empower the CEO 

duality/one-tier board of directors and reinforces the separation of the CEO and the board 

chair/ two-tier boards of directors so as to upgrade the board independence (IFC, 2015; 

Meier & Meier, 2013; Adelopo et al., 2021 ). 

Considering the role of corporate governance in risk disclosure, the accounting literature 

links the effectiveness of boards' monitoring role to their independence. Ajinkya et al. 

(2005) and Karamanou & Vafeas (2005), and Adelopo et al. (2021) have examined the 

relationship between board composition and risk disclosure. Their findings indicate that 

the percentage of independent directors on the board is significantly associated with the 

level of information disclosure. Similarly, other previous studies get further pieces of 

evidence that board composition is positively correlated with the level of firms’ disclosure. 

Forker (1992) provided the initial evidence-based on 82 UK-listed firms, reporting a 

positive impact of the percentage of independent directors on financial disclosure.  
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These findings are consistent with the evidence provided by Gul & Leung (2004) and 

Romano & Guerrini (2012) that firms with a high percentage of independent directors are 

more likely to significantly correlate with voluntary and mandatory disclosure than other 

firms. Similarly, Donnelly & Mulcahy (2008) exhibited that board composition measured 

by the number of non-executive directors is correlated with the information disclosure. 

Based on the previous discussion, the current research argues that firms with a high 

percentage of independent directors on the board can oversight the disclosure practices and 

increase the disclosure related to risk information; thus, the first research hypothesis can 

be formulated as follows: 

Ha1: There is a positive association between Board independence and firm’ risk 

disclosures 

3.3.1.2. Board gender diversity  

Diversity of the board of directors, under agency theory, may have a positive impact on 

risk disclosures, where a diverse board of directors are associated with a larger multiplicity 

in terms of gender and experience (Bozec & Bozec, 2012; Elzahar & Hussainey, 2012; 

Salem, Ayadi, and Hussainey, 2019; Jia et al., 2019; Mcchlery & Hussainey, 2021; Isiaka, 

2021; Abdallah & Eltamboly, 2022; Hao & Dong; 2022). Resource-dependence theory, 

stakeholder theory, and institutional and legitimacy theories similarly notice that gender 

diversity on a board of directors may provide different thoughts, knowledge, and expertise, 

which may facilitate acquiring resources, business contracts, and finance (Jia et al., 2009). 

On the other hand, the board of directors’ diversities may improve the managerial ability 

to make better decisions (Branco & Rodrigues, 2006; Linsley et al., 2006; Jia et al., 2019; 

Nahar & Jahan, 2021; Abdallah & Eltamboly, 2022), enhance the stakeholder 
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representation on the board of directors (Freeman, 1984; Lajili & Zeghal, 2009), and boost 

firms’ reputation and legitimacy (Raj & Handley-Schachler, 2009; Suchman, 1995). 

This different theoretical explanation also indicates that board of directors diversity can 

improve the connection with the company’s stakeholders and corporate legitimacy, where 

diversity in the board of directors may improve the managerial ability to monitor 

companies, improve companies’ connection with the external environment and 

stakeholders in order to obtain sufficient resources, as well as reduce uncertainties (Pfeffer 

& Salancik, 1978; Scott, 1987; Edkins, 2009; Oliveira et al., 2011; Abdallah & Eltamboly, 

2022).  

As far as gender balance on boards’ composition is realised, the G20/OECD CG Principles 

recommend that boards periodically conduct evaluations on their performance in order to 

determine whether they have the right combination of experience and expertise. It also 

recommends that companies should improve the diversity of gender on boards and senior 

management levels (AMF, 2016:33).  

Females’ representation on boards is one of the debatable issues and has been currently 

emphasised in a few prior studies. Dahlerup (2006) and Dobija et al. (2021) suggest that 

the board of directors should involve a specific minimum of women’s representation to 

make a difference not only in the board’s decisions but also in monitoring functions (Huse 

et al., 2009; Peni & Vahamaa, 2010; Post & Byron, 2015). Furthermore, Abdallah & 

Eltamboly (2022) found that females on the board of directors have different preferences 

and ethical values, which may provide unique experiences and improve the monitoring 

ability of the board of directors. Based on the previous debate, the researcher sees that 
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firms with a female leadership can provide oversight, control and report risks effectively, 

so the following hypotheses were developed: 

Ha2: There is a positive association between board gender diversity and firm risk 

disclosures. 

3.3.1.3 Female leadership  

Gender diversity can play a fatal role in strengthening the practice of reporting risk in the 

composition of the board of directors (Hillman and Dalziel, 2003; Jia, 2019; Dobija et al., 

2021; Abdallah & Eltamboly, 2022). The board will likely incorporate an adequate and 

gender-based diversity of directors because risk complexity and expert knowledge are 

critical for managing risks. However, the influences of female leadership of the governing 

board on risk disclosure are not tested in the European context; from the researcher point 

of view, even though a few studies tested the role of female leadership on financial and 

operational performance, it is found that firms have lower absolute discretionary accruals 

when the chief financial officer is women (Peni & Vahamaa, 2010; Francis et al. 2015; 

Dobija et al., 2021). Based on the previous debate, we see that firms with a female 

leadership can provide oversight, control and report risks effectively, so the following 

hypotheses were developed: 

Ha3: There is a positive association between female leadership and firms’ risk disclosures. 

 

3.3.1.4. Audit quality 

Prior theoretical explanations indicate that the need for monitoring and accountability for 

management actions and decisions is essential to minimise agency problems (Mokhtar & 

Mellett, 2013; Bozzolan & Miihkinen, 2021). External auditing is one of the focal 

attributes of different corporate governance structures, in which all companies are required 

to externally audit their financial statements and monitor the companies’ management 
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actions. According to the agency theory, central auditors are more likely to provide the 

best services in auditing and insurance (Mokhtar & Mellett, 2013), which contributes to 

high-quality disclosure (Abdel-Fattah, 2008; Neifara & Jarboui, 2018). The selection of 

the external auditors depends mainly on the general assembly based on the 

recommendation of the Boards of directors and audit committee. Also, German, French 

and Italian CG regulations recommended that firms should rotate their auditors after a 

period of 6 to 7 years, and they cannot be reappointed before three years (OECD, 2019).  

Globally, audit firms are categorised as significant auditors and non-big auditors. Prior 

literature addresses the type of external auditor as a governance mechanism that can affect 

information levels. Abd-Elsalam (1999) and Bozzolan & Miihkinen (2021), for instance, 

claimed that big audit firms force their clients to comply with accountability standards, 

require them to adhere to mandatory disclosure rules, and persuade them to voluntarily 

disclose additional information on audit forms, and mandatory risk disclosure is positively 

interlinked and adversely linked with voluntary risk disclosure. 

Lopes & Rodrigues (2007), Al-Shammari (2014), Neifara & Jarboui (2018), and Bozzolan 

& Miihkinen (2021) empirically found a positive correlation between the auditor type and 

levels of risk disclosure. Nevertheless, Mokhtar & Mellett (2013) found a negative 

correlation between the auditor’s type and risk disclosure. Based on the beyond debate, the 

following hypothesis was developed: 

Ha4: There is a positive association between Audit quality (big 4) and firm risk disclosures 

3.3.1.5 Risk management committee 

Different theoretical explorations indicate that monitoring mechanisms, such as risk 

committees, may improve risk management and disclosure (Jia et al., 2019; Nahar & Jahan, 
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2021). Agency theory recommends that the existence and effectiveness of a risk committee 

are expected to produce a higher quality of risk management and internal control of firms’ 

risk profile by providing adequate risk disclosure to different stakeholders, which results 

in a reduction in information asymmetry and subsequently reduces any risks associated 

with investors’ devaluation of the firm and agency costs (Jensen & Meckling, 1976; 

Subramanian et al., 2009; Ishak & Yusof, 2020; Jia et al., 2019; Nahar & Jahan, 2021).  

Resource dependency theory also suggests that in firms with risk, a committee may give 

specialised insight in terms of risk disclosure and management, which helps stakeholders 

to obtain sufficient information about risk and make better risk management decisions 

(Karamanou & Vafeas, 2005; Pirson &Turnbull, 2011 Jia et al., 2019; Nahar & Jahan, 

2021). Given that, the researcher argues that the risk management committee is one of the 

significant board committees due to the responsibility of managing all types of risks faced 

by business firms. Companies with a risk management committee are able to identify, 

assess and manage risks, which gives them good probabilities for growing concern and 

growth (Hutchinson et al., 2015; Jia, 2019). A number of prior studies indicate that a risk 

management committee may increase the efficiency of companies using risk-related tools 

and help the audit committee by ensuring the quality of financial reporting and internal 

control (Jia, 2019; Marsden & Prevost, 2005; Subramanian et al., 2009; Nahar & Jahan, 

2021). Accordingly, the current study argues that the risk management committee is 

associated significantly with risk information, and this led to the following hypothesis: 

Ha5: There is a positive association between the existence of a risk management 

committee and firm risk disclosures 
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3.3.2. Ownership Structure  

Prior theoretical perspectives, particularly agency theory, indicate that Ownership structure 

is one of the significant factors that drive risk disclosure practices, which may help resolve 

agency problems between managers and influential shareholders (Ntim et al., 2013; Elamer 

et al., 2019; Isiaka, 2021; Nahar & Jahan, 2021). Thus, the need for public accountability 

through disclosure tends to be less in closely held firms due to low outsider interests (Khan 

et al., 2013). Therefore, it appears that concentrated ownership firms are less likely to 

engage in disclosure because the costs of disclosure (i.e., competition, litigation, and 

regulation) may be greater than its potential benefits (i.e., reduction in information 

asymmetry).  

In contrast, spread ownership requires increased monitoring, which can be reduced through 

greater disclosure (Beretta & Bozzolan, 2004; Oliveira et al., 2011; Isiaka, 2021; Nahar & 

Jahan, 2021). Where firms’ managements communicate their performance and internal 

actions to shareholders through preparing the annual reports; so, the ownership structure 

might overlook the managerial incentives toward the levels of risk disclosure quantity and 

quality (Fama & Jensen, 1983; Abraham & Cox, 2007; Elamer et al., 2019; Nahar & Jahan, 

2021). And a lack of disclosure can lead to information asymmetry between managers and 

owners, which can negatively impact valuation.  

Furthermore, based on stakeholder, institutional, and legitimacy theory, companies with 

high government ownership will actively seek to win government support as a powerful 

stakeholder (Freeman, 1984; Freeman & Reed, 1983; Gray et al., 1995; Salem, Ayadi, and 

K. Hussainey, 2019) by complying with the governance codes, social rules (DiMaggio & 
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Powell, 1983; Scott, 1987) and informative risk disclosure that may help in legitimising 

their operations (Branco & Rodrigues, 2006; Pfeffer & Salancik, 1978).  

Since the ownership structure combines a range of proxies, such as concentrated 

ownership, institutional ownership, family ownership, managerial ownership and foreign 

ownership, empirical pieces of evidence provided from the previous studies found a blend 

of results in terms of the relationship between ownership structure and risk disclosure 

quantity and quality (Salem, Ayadi, and K. Hussainey, 2019). For instance, Branco & 

Rodrigues (2008) and Pfeffer & Salancik (1978) argue that majority shareholders likely 

force management toward disclosing more transparent risk information to save their funds 

and secure access to security markets. Consequently, we hypothesised that ownership 

structure, specifically governmental, management and institutional ownership, may affect 

the management motivations and rules to disclose more levels and high quality of risk 

information. Several prior studies empirically found that government ownership is 

significantly and positively correlated with risk disclosure (e.g., Eng & Mak, 2003; 

Ghazali, 2007; Ntim & Oseit, 2011; and Ntim et al., 2013; Salem, Ayadi, and K. 

Hussainey, 2019); however, Dam & Scholtens (2012) reported a negative correlation 

between government ownership and disclosure.  

On the other hand, family ownership is associated positively with the extent of information 

disclosure in the view of Cascino et al. (2010), Chen et al. (2008), and Wang (2006). At 

the same time, Barakat & Hussainey (2013) and Konishi & Mohobbot (2007) reported that 

there is no significant association between ownership structure and risk disclosure. In 

addition, Abdallah & Eltamboly (2022) found a significant and positive relationship 

between ownership concentration measured by the percentage of free float and the 

forward-looking information disclosure. Also, Mangena & Tauringana (2007) provided 
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practical evidence that foreign ownership has a positive impact on information disclosures, 

while Konishi & Mohobbot (2007) recorded insignificant interactions between them. In 

the view of the agency theory perspective, Abraham & Cox (2007), Elzahar & Hussainey 

(2012), Ntim et al. (2013) and Salem, Ayadi, and K. Hussainey (2019) found that 

institutional shareholders may put additional incentives to monitor the management 

practices toward information disclosure. However, Abraham & Cox (2007), Ntim et al. 

(2013), and Elzahar & Hussainey (2012) revealed a negative correlation between 

institutional ownership and risk disclosure. Elshandidy et al. (2013), in contrast, reported 

a positive and significant association between institutional ownership and risk disclosure. 

Whilst Chen et al. (2008) and Haniffa & Cooke (2002) found a negative association 

between family ownership and the extent of information disclosure, Deumes & Knechel 

(2008) exposed a negative relationship between ownership concentration and managerial 

ownership mutually and disclosures. Therefore, we formulate the five sub-hypotheses to 

test the effect of ownership structure across European countries on risk disclosure quantity 

and quality as follows:  

Hb1: There is a negative association between concentrated ownership and firm risk 

disclosures. 

Hb2: There is a positive association between institutional ownership and firm risk 

disclosures. 

Hb3: There is a positive association between governmental ownership and firm risk 

disclosures. 

Hb4: There is a positive association between foreign ownership and firm risk disclosures. 

Hb5: There is a negatuve association between managerial ownership and firm risk 

disclosures. 
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3.3.3. National governance  

In the view of the neo-institutional, companies operating in countries with improved 

national governance may provide an additional monitoring level that can alleviate 

information asymmetries and hence cater as a motivation to engage in greater risk 

disclosure (Aguilera et al., 2008; Barakat & Hussainey, 2013; Ntim et al., 2013). Thus, 

country-level governance may place additional underlining on risk disclosure (Kaufmann 

et al., 2011; Barakat & Hussainey, 2013; Essen et al., 2013; Elamer et al., 2019; Elamer, 

Ntim, and Abdou, 2020). It may offer incentives to engage in greater risk disclosure to 

gain legitimacy due to societal pressures arising from companies’ external environment 

and regulations (Aguilera et al., 2008; Barakat & Hussainey, 2013; Chandler & Hwang, 

2015; Ntim et al., 2013). A number of previous studies highlighted that national 

governance structures could keep owners and minority shareholders safe from being 

expropriated by the company’s managers (Aslan & Kumar, 2014; Yoshikawa et al., 2014) 

and tend to put executives and non-executive directors under pressure to implement their 

responsibilities (Yoshikawa et al., 2014; Elamer et al., 2019; Elamer, Ntim, and Abdou, 

2020), and consequently increase disclosure levels and reduce information asymmetry.  

Empirical evidence provided by Barakat & Hussainey (2013),  Elamer et al. (2019), and 

Elamer, Ntim, and Abdou (2020) regarding the impact of national governance indicators 

on risk disclosure suggests that countries with stronger national governance indicators are 

associated with an increase in the level of operational risk disclosures. The current study 

tries to contribute to the risk reporting literature in investigating the effect of national 

governance indicators as a new driver of risk reporting levels. Hence, the following 

hypothesis was developed:  
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H3: There is a positive association between country governance indicators and firm risk 

disclosures. 

3.3.4. Moderating effect of national governance hypotheses:  

Different theoretical perspectives indicate that national governance might improve investor 

confidence, protect shareholders’ rights, and enhance the quality of corporate governance 

structures (La Porta & colleagues, 2000; Ernstberger & Grüning, 2013). Effective country-

level governance indicators, in the view of the agency theory, and stakeholder theory, are 

more likely to motivate management toward informative disclosure, where Ball et al. 

(2003), Beyer et al. (2010), Bonetti et al. (2016), La Porta et al., (2000), and Leuz et al., 

(2003) argued that the defence of the country-level governance might restrain the 

information asymmetry and increase the managerial motivations for disclosure. 

Also, the institutional theory argues that national governments may bring unique insights 

into how risk disclosure can be viewed and explained within distinctive regulatory and 

institutional frameworks where firms may choose to improve their risk disclosure levels to 

communicate their superior performance to all stakeholders as a strategic move towards 

the influences of the external dependencies in response to the country-level governance 

that affects them (Bonetti et al., 2016; Burgstahler et al., 2006; Cumming et al., 2014; 

DeFond et al., 2007; Pfeffer, 1972). Correspondingly, companies within effective national 

governance countries are more interested in disclosing high-quality information and 

securing the flow of critical resources (Elamer et al., 2019). Also, good governance 

systems at the country level support explaining the differences in disclosure practices 

across countries 

Consistent with La Porta and colleagues (1997, 2000), country-level governance has a 

moderating impact on the information asymmetry problem and other agency conflict 
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issues. However, different adopted methodologies to study such association, according to 

Barakat & Hussainey (2013) and Al-Bassam et al. (2018), may lead to unpredictable 

results. Different measures and time frames of risk information, for instance, can affect the 

research findings (Abraham & Cox, 2007; Ntim et al., 2013). Thus, the researcher assumes 

that firms within strongly governed countries might engage in increasing the level of risk 

disclosure quantity and quality, where firms’ management motivates them to communicate 

their positive outcomes and optimistic issues relating to the future to their current and 

potential stakeholders. Empirically, La Porta and colleagues (2000) and Ernstberger & 

Grüning (2013) revealed a substitutive moderating influence of country-level governance 

on the relationship between corporate governance mechanisms and information disclosure. 

Thus, the final hypothesis was developed as follows:  

H4: Country governance indicators moderate the relationship between firm-level 

governance and firm risk disclosures. 

Figure 3.1. shows the research model, including the hypothesised relationships. 

Figure 3.1: The research model 
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3.4. Concluding Remarks 

This chapter critically reviewed the debate about the role of corporate governance 

mechanisms on risk disclosure by providing a detailed analysis and description of the 

underlying literature applied to this issue in three main sections. First, academic scholars 

around the world have expounded on the nature of risk items in terms of governance 

attributes which is crucial to comprehending the expected relationship and how to test it. 

Each of these studies adopted its own approach to examining such relation, and the 

quantitative approach is the focal technique applied through risk reporting practices 

quantification via content analysis or development of a risk disclosure index, on the one 

hand.  On the other hand, a number of previous studies performed different statistical 

analyses, particularly panel data/time series-cross section data analysis; although their 

findings are different, it can be concluded that corporate governance characteristics have a 

significant impact on management’s risk disclosure attitude in annual reports. 

Second, this chapter scrutinised the debate about the influence of multi-layer governance 

mechanisms on the extent of risk disclosure quantity and quality by providing a detailed 

analysis of the firm and national governance mechanisms in the European context, the 

underlying literature, and the theoretical perspective in order to test such a relation, and 

concluded that ownership structure, board of director characteristics are the main factors 

that have been studied, and the results are diverse. Third, in this chapter, the researcher 

formulated the research hypotheses, based on the prior literature claims, into two main 

groups, firm-level hypotheses and country-level hypotheses. 

The following chapter interprets the proposed methodology for studying the expected 

influence of firm and country-level governance mechanisms on the extent of risk disclosure 
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quantity and quality within and across European countries. It explores the research 

approach, research method, research sample, data collection and research model. 
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Chapter Four: Research Methodology 

4.1. Overview 

In the previous two chapters, the researcher presented a theoretical framework and 

reviewed pertinent literature. This provides the researcher with a better understanding of 

the possible methodological approaches and the best ways to design the most compelling 

empirical study. Using a multi-theoretical framework, this study investigates the 

relationship between multi-layer governance indicators at the firm and country level, as 

well as the quality and quantity of risk disclosure in annual reports for the four European 

countries. Furthermore, the study describes how to identify and assess risk disclosure 

quantity and quality.  

Methodologically, a critical component in the research approach is that it reveals the links 

between the empirical analyses and the need to address issues, such as quantification and 

assessment of the volume and quality of risk disclosures, which have been widely diverse 

in previous risk disclosure studies. Owing to its unique benefits in fulfilling research 

purposes, research methodology is adopted to navigate scholars’ efforts headed for 

answering the research questions and has its implications on how data is collected and 

analysed (Bryman, 2016; Collis & Hussy, 2013).  

The research methodology describes the various procedures, including research design, 

research sample, research instrument, data collection procedure, as well as statistical 

methods. This chapter provides an elaboration on the researcher's rationalisation behind 

choosing the research plan and methodology considered to achieve the research objectives. 
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4.2. Research Philosophy 

According to Bogdan and Taylor (1975), the methodology is a set of methods used to solve 

problems and find solutions. There are several steps in the research process that can be 

viewed as the layers of an onion. Research involves six layers: philosophies, approaches, 

strategies, choices, time horizons, techniques, and procedures (Saunders et al., 2019). 

Within each layer, the researcher has a variety of choices from which to choose, depending 

on the purposes of the study. As such, methodologies must be based on philosophical 

assumptions that are explicitly or implicitly stated in the research (Gill & Johnson, 1997). 

The first layer of a research process is the research philosophy.  

According to Saunders et al. (2019), research philosophy is related to how knowledge is 

developed and how it is utilised. Methodological choices are highly influenced by varied 

philosophical assumptions, such as ontology (realism vs nominalism), epistemology 

(positivism vs anti-positivism), human nature (determinism vs voluntarism), and 

methodology (nomothetic vs idiographic) (Burrell & Morgan, 1979; Morgan & Smircich, 

1980). This assumption implies that there are two polarities of methodological choices: 

objective and subjective (Burrell & Morgan, 1979). 

Blaikien (1993) defined an ontology as a set of assumptions about the nature of social 

reality. Therefore, it is a theory of being (Marsh & Stoker, 2002). Burrell and Morgan 

(1979) identified realism and nominalism as ontological positions. Realists define the 

social world as composed of real, tangible structures, while nominalists define it as a social 

construct made up of names and labels. Nominalism claims that individuals are external to 

society. As a result, nominalism cannot provide an objective basis of reality, and therefore 

setting specific objectives for research is a vital requirement (Iskander, 2008). 
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Epistemology studies how knowledge is acquired (Blaikie, 1993; Marsh & Stoker, 2002). 

Buller & Morgan (1979) articulated two perspectives, one positive and one anti-

positivistic. Through an examination of causal relationships and regularities in the social 

world, positive theories seek to explain and predict what happens (Burrell & Morgan, 

1979). Since a theory is used to generate hypotheses that can be tested, research has the 

goal of testing theories and advancing them further (Bryman & Bell, 2007; Saunders et al., 

2019). However, anti-positivism posits that humans are different as social actors (Burrell 

& Morgan, 1979). The positive theory offers generalisations, but anti-positivism argues 

that generalisability isn't necessary (Bryman & Bell, 2007; Saunders et al., 2019). 

In Figure (3.1) below, you can see how different ontologies and epistemologies may lead 

to different methodological preferences among social scientists. First, the ontological 

assumption explains when something is regarded as real (Creswell and Creswell, 2018). 

According to positive theories, social reality is objective and independent of the research 

team, while interpretivism theories consider it to be subjective and comprehensible only in 

the context of human perception (Hopper & Powell, 1985).  

Secondly, epistemology is focused on how knowledge is acquired and transmitted. 

Positivism and anti-positivism represent different epistemological approaches (Burrell & 

Morgan, 1979). It may be argued that positivist research can grow from observation and 

can eventually be influenced by that observation (the objectivist position). In contrast, 

interpretive anti-positivist research attributes knowledge with a more subjective nature (the 

subjectivist position) (Hopper & Powell, 1985). Smith (1983, p. 10) highlights the 

difference between the two paradigms by contending that in quantitative research, facts 

determine beliefs; however, in interpretive research, beliefs determine which facts are real 

or false. The third assumption about human nature is that behaviour is influenced by the 
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environment in which we live. There is a debate over whether people are entirely 

determined and governed by their external environment (determinism) or if they are 

capable of influencing that environment (voluntarism) (Burrell & Morgan, 1979). Finally, 

methodological assumptions pertain to the procedures researchers use to access social 

reality: scientific methodologies (nomothetic methodologies) or direct experience 

(ideographic methodologies). Researchers generally use statistical and quantitative 

methods when testing hypotheses and analysing data obtained from standard research 

instruments, such as questionnaires and surveys. The primary concern for researchers is 

identifying, explaining, and predicting behavioural patterns. In contrast, ideographic 

approaches to social sciences are qualitative and are based on the notion that the social 

world can only be understood by first-hand experience in the field of study. Because of the 

subjective nature of ideographic phenomena, researchers use a variety of research methods 

(Easterby-Smith et al., 2012). 

 

 

 

 

 

 

 

Figure 4.1 Assumptions Underlying Each of the Two Main Epistemologies 

Source: Adapted from Burrell and Morgan (1979, p. 3) 
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Essentially, methodology refers to the means by which a phenomenon's social world is 

studied. A research paradigm is a way to differentiate between different visions of 

accounting research according to two assumptions (Figure 4.2): the objective and 

subjective dimensions of social science and the radical change and regulation dimensions 

of society (Belkaoui, 2004). The paradigm is a way of looking at social phenomena that 

can lead to understanding and explanations (Saunders et al., 2019). There are four 

theoretical paradigms, as seen in Figure (4.1), that have been identified by Burrell and 

Morgan (1979), namely radical humanism, radical structuralism, interpretivism, and 

functionalism.  

According to radical humanism, a firm life is viewed critically and changed. Moreover, a 

subjective view of social science is implied, such as nominalism, anti-positivism, 

voluntarism, and ideological orientation (Burrell & Morgan, 1979). While radical 

structuralism aims to fundamentally alter the existing system, it lends itself to the objective 

approaches of realism, positivism, determinism, nootropics, and nominalism.  

                            

                                             The Sociology of Radical Change      

                                                Radical                   Radical 

             Humanism                 Structuralism 
 

               Subjective                      Objective  

                       Interpretive                  Functionalist 

  

                                                   The Sociology of Regulation 

Figure 4.2 Four theoretical s paradigm analyses of social theory 

Source: Adapted from Burrell and Morgan (1979, p. 22) 
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Interpretive paradigms refer to approaches to regulating that aim to explain organisational 

affairs and help improve them by identifying irrational behaviour (Burrell & Morgan, 

1979). In contrast to trying to alter anything, it aims to understand and explain what is 

occurring. Therefore, it implies a subjective approach to social science, as well as 

nominalism, anti-positivism, voluntarism, and ideologies (Burrell & Morgan, 1979). 

Functionalists assert that social science has an objective component as well. A rational 

explanation leads to rational solutions to rational problems, according to this paradigm 

(Saunders et al., 2019). As well, it presumes an objective approach to social science, such 

as realism, positivism, determinism, or nomothetic. In the next section, the researcher 

outlines the assumptions about the choice of methodology. 

4.3. The Core Philosophical Foundations Underpinning the Current 

Study 

The attitudes of a researcher toward ontology, epistemology, and human nature are related 

to the nature of the phenomena to be studied (Burrell & Morgan, 1979; Collis and Hussey, 

2014). Thus, the key objectives of this study need to be reemphasised. This study aims to 

describe and understand the impact of multilayer governance practices on risk disclosure 

in the EU context. The ontology of this study is objectivism with positivistic epistemology. 

As part of the research on the subject under consideration in this study, i.e., risk disclosure 

practices, primary attention is paid to measuring the degree of risk disclosure quantity and 

quality. Further, the study intends to analyse the relationship between a number of firm 

and country-level characteristics and the level of risk disclosure of EU firms. 

Epistemologically, the researcher believes knowledge is only meaningful when it is 

derived from observations of external reality separate from humans. 
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The purpose of this study is to assess the level of risk disclosures (objective data) and 

determine if there is a causal relationship between risk disclosures and firm/country 

characteristics that can be used to explain, predict, and control social processes. For an 

accurate description of reality, both qualitative and quantitative knowledge is needed. 

Therefore, knowledge is obtained from secondary data obtained from an analysis of EU 

annual reports. The analysis of human nature assumes that human beings are deterministic 

in nature, where individuals and their experiences are products of and constrained by 

external environments (Burrell & Morgan, 1979).  

Accordingly, a quantitative paradigm is most pertinent for the study's main objectives 

(describing and exploring the level of risk disclosure in the EU and identifying the factors 

which influence it). As well as qualitative research is necessary to analyse the quality of 

risk disclosure by collecting stakeholders' perceptions of its components. Qualitative 

research using a questionnaire and semi-structured interviews for collecting data is the 

most appropriate paradigm for this objective (Chapter 5). The researcher's intention is to 

gain insight from stakeholders, keeping in mind that although they may have some freedom 

of choice, environmental factors may exert some influence or control over them. The 

statistical methods were also used to validate the hypotheses. Quantitative research also 

requires that the researcher remain separate from the data to maintain objectivity. 

4.4. Research Approach 

The second layer of the research process is a classification of research approaches. It is 

referred to as deductive or inductive reasoning (Saunders et al., 2019). Sekaran (2003) 

states that a deduction is ‘the process of using logic to come to a deductive conclusion 

about a fact’, while induction is ‘the discovery of an unknown fact through inductive 

reasoning’. Observing certain phenomena can lead to conclusions. A deductive approach 
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begins with the formulation of testable hypotheses and concludes with examining their 

results, which either confirm or modify the theory (Robson, 2002). Therefore, quantitative 

and even qualitative data are required to test the developed hypotheses using a highly 

structured methodology to facilitate replication and interpretation (Gill & Johnson, 2002). 

Consequently, the deductive approach tests the theory underpinning the phenomenon. As 

an alternative, inductive reasoning is based on the collection and analysis of data, which 

leads to the development of a theory. This approach are consistent with qualitative research 

following ontological nominalism and epistemological anti-positivism. 

To sum up, deductive approach is closely related to quantitative research models based on 

objectivism, ontological realism, and epistemological positivism, according to Bryman and 

Bell (2007). Therefore, deductive approach is more suitable for attaining the main 

objective of this research. Generally, accounting research combines quantitative and 

qualitative techniques, depending on research aims and objectives (Anderson, 2009, p. 

139). The following discussion highlights the main characteristics of quantitative and 

qualitative approaches, including their rationale, kind of research question and hypothesis, 

data, analysis, and the final report.  

4.4.1. Qualitative Research Approach 

Qualitative research primarily aims to be thoughtful of underlying reasons, attitudes, and 

pressures through investigating the meaning of human skills, culture, and their outlook on 

issues and problems. It is used to approach and explore the participant views and the 

problems or aid in developing hypotheses for quantitative research. Due to the exploratory 

nature of qualitative research, the research questions usually start with ‘What’ or ‘How'', 

and it typically does not have a hypothesis (Alhejaili, 2018). 
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In this manner, qualitative research data does not use numerical data; it is more exploratory 

and includes narrative descriptions. Such data is typically derived from different sources 

and is thoroughly different in scope; it is usually derived from a small sample size, and 

participants are chosen to fulfil a set quota. There are numerous data sources, such as 

structured, semi-structured, or unstructured interviews, newspaper articles, journals, audio-

visual resources, focus groups, and open space questionnaires (e.g., asking focused 

questions and allowing the observer to respond using their own words) (Morgan & 

Smircich, 1980; Langkos, 2014).  

However, a combination of several kinds of data is essential in qualitative research to attain 

the research motivations. The process of data collection consumes more time since the 

researcher himself/herself is the one collecting data, as there is no instrument for gathering 

qualitative data, such as a questionnaire. The analysis of qualitative data is all about 

creating arguments through organising all forms of data into themes. Qualitative research 

is not based on an existing theory; it is usually inductive and represents human views and 

perceptions without the preference of a theory (Tauringana & Chithambo, 2016). 

Therefore, the final justification of the results and report is presented in narrative forms. It 

is more interpretive and has instantly been quoted from applicants. 

4.4.2. Quantitative Research 

Quantifying issues and dilemmas into numerical data is the focus of quantitative Research. 

Quantitative research aims to test the association between variables (dependent, 

independent, and intermediate) and generalise the results from a larger population 

(Creswell and Creswell, 2018) by answering research questions that begin with ‘What’, 

‘Why’, and ‘Does’. Quantitative research tests hypotheses by means of gathering different 
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kinds of data with the aim of getting a better understanding and a more holistic illustration 

of the research area (Muzahem, 2011; Tauringana & Chithambo, 2016) 

Contrary to the qualitative approach, quantitative research usually depends on existing 

theories and literature reviews (see table 4.1); therefore, it is typically deductive and assists 

in developing hypotheses and the way of collecting and analysing data. A variety of 

methods are usually used to collect quantitative data, such as surveys (paper, online, 

mobile), interviews (face-to-face or by telephone), longitudinal studies, web interceptors, 

archival data, and systematic observations. Alternatively, data analysis under quantitative 

research entails using statistical methods to convey numbers and what they represent to 

answer the research questions. The final report of the quantitative research is more rigid 

and in the form of a statistical report (Creswell and Creswell, 2018; Elkatawneh, 2016). 

Table 4.1: the gap between qualitative and quantitative approaches 

Features 
research approach 

Quantitative Qualitative 

Measurability 
Interpretive  ▪ 

Measurable ✔  

separation from the 

research process 

Objectively separated ✔  

Subjectively engaged  ▪ 

Researcher views 
Clearly ✔  

Roughly  ▪ 

Literature review 
Done early ✔  

Done afterwards  ▪ 

Data collection methods 
 Researcher itself  ▪ 

Researcher uses tools ✔  

data 
narrative  ▪ 

measurable ✔  

The generalisation of 

results 

High ✔  

Low  ▪ 

Reliability of results  
unbiased  ▪ 

Biased     /risky ✔  

theory 
Development  ▪ 

Test ✔  

Adapted from: Miles & Huberman (1994, p. 40). 
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Figure (4.2) reflects the trade-off between quantitative and qualitative approaches in some 

characteristics, including bias vs generalisation, interpretation vs measurability, and 

objectivity vs subjectivity.  Through a quantitative approach, this study can provide a better 

and deeper understanding of the European countries' governance regulations. The data was 

obtained through the review of academic literature and institutional publications, on the 

one hand, and the use of questionnaires to obtain stakeholders' opinions about the 

importance of risk items for the development of a weighted risk disclosure index, on the 

other hand. 

A quantitative approach has been approved for quantifying aspects of risk disclosure 

contents by developing weighted and unweighted risk disclosure indices. Also, this 

approach is used to investigate the extent to which firm and national governance 

mechanisms explain variations in the quantity and quality of risk disclosure among 

European firms.  

      

Figure 4.3: trade-off between characteristics of quantitative and qualitative approaches 
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From the researcher’s point of view, it is compulsory to obtain an in-depth review and 

analysing of the environment of risk disclosure and corporate governance in European 

countries to obtain a complete picture of the determinants of risk disclosure in the region. 

This study explores the practices of risk disclosure and corporate governance in the 

European region through a quantitative approach. We seek to measure the variations in 

risk disclosure within and across European companies during 2012-2018 and discern 

whether those variations may be attributed to firm and/or country-level corporate 

governance indicators during 2012-2018. A quantitative approach is, therefore, a targeted 

approach for the following reasons.  

First, a quantitative approach was carried out by most of the risk disclosure and corporate 

governance literature to provide better (stronger) inferences and the opportunity for 

presenting a greater diversity of divergent views. Third, in order to perform an adequate 

mapping of a company's practices of risk disclosure and multi-layer governance, a broad 

quantitative measure must be considered, which allows them to examine this relationship 

simultaneously among various countries within a long time series (longitudinal/panel 

data). The fourth point is that qualitative research is perceived to be subjective, whereas 

quantitative research includes a systematic approach for gathering, analysing, testing, and 

interpreting data objectively, so this study focuses on the quantitative approach to avoid 

subjectivity and ehnace the generability of the results. 

Finally, the main objectives of the current study are to measure the extent of risk disclosure 

quantity and quality and test the power of firm and national level governance mechanisms 

on risk disclosure practices in European countries. As a result, the researcher will utilise 

the merits of the quantitative approach to enhance the reliability and effectiveness of the 

results as much as possible.  
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4.5. Research Sample and Data Collection 

The primary objective of the current study is to examine the association between risk 

disclosure and multi-level corporate governance mechanisms using panel data for EU non-

financial firms across a period of more than seven years, from 2012 to 2018.  The author 

illustrates the sample that has been used to address the research objectives and the kinds 

of observations required to discuss them in the following subsections: 

4.5.1 Research sample  

Derived from Figure (4.2), the sample of the current study is determined thoroughly at 

three primary levels: i.e., countries, periods and companies. At the country level, the 

research dataset covers four countries in the European zone, namely Germany, the UK, 

France and Italy, to explore the practices of risk disclosure and corporate governance.  

These four countries are considers as the biggest in the EU region in terms of GDP, where 

Germany has the largest economy in Europe, followed by the United Kingdom, France, 

and Italy. Together, these four countries account for 50% of the European economy. Also, 

they are highly regulated environments; they have regime regulations, such as corporate 

governance codes, risk guidelines, and accounting standards. These typical features have 

thorough consequences on their economic features, information environment and 

corporate practices.  

Even though these countries have very similar economic conditions, their equity market 

capitalisations and sources of finance are different. In particular, debt is the primary source 

of financing for companies in Germany, France, and Italy. In contrast, shareholdings are a 

significant source of financing in the UK, which has given rise to active stock (Nobes & 

Parker, 2010). Furthermore, these countries adopt different approaches regard disclosimg 
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their risk. Germany is highly oriented to compulsory risk management with specific 

accounting standards to deal thoroughly with risk reporting (Dobler, 2008). According to 

UK Companies Act 2006, s. 414A requires directors to prepare a strategic report and 

s.414C.2b specifies that the strategic report must contain ‘a description of the principal 

risks and uncertainties facing the company’. ‘According to EU directive 2004/109/EC, all 

listed companies have to publish a management report that describes the principal risks 

and uncertainties the company is exposed (Abraham & Cox, 2007)’ –The variances of risk 

disclosure interpret differences in the legal system and cultural dimensions. The UK is an 

example of a common-law country, while Germany, France and Italy are examples of 

code-law countries (Dobler et al., 2011; La Porta et al., 2008).  

At the company level, the research sample consists of non-financial firms listed on the 

Frankfurt, London stock exchange, Euronext Paris, and Borsa Italian. Financial firms are 

excluded from the sample to avoid dual requirements for risk disclosure across countries.  

These firms have specific rules, regulations, and characteristics for risk disclosure 

(Abraham & Cox, 2007; Elshandidy et al., 2015; Linsley & Shrives, 2006). Furthermore, 

companies with incomplete data about governance mechanisms or companies lacking 

published reports were excluded from the sample. Furthermore, companies with non-

English reports (e.g. French, German, and Italian reports) were excluded in order to prevent 

any possible bias resulting from comparing different languages (Dobler et al., 2011; 

Elshandidy et al., 2015). This gives a final sample of 866 firms/country (see table 4.2) to 

achieve result consistency among the four countries. The research focuses on annual 

reports for the non-financial corporations published during a lengthy time horizon over 

seven years, from 2012 to 2018. 

Table 4.2: the research sample by country 
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 Germany UK France Italy Total 

All listed shares 

      (-) Financial listed companies 

650 

(148) 

616 

(251) 

442 

(80) 

397 

(76) 

2105 

(555) 

Non-financial listed companies 502 365 362 321 1550 

      (-) Un-English language reports 

      (-) Unavailable reports  

(177) 

(47) 

- 

(97) 

(126) 

(45) 

(174) 

(18) 

 

(684) 

Final research sample 278 268 191 129 866 
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The sample selection is based on the following criteria: first, the harmonisation of risk 

accounting rules and disclosure among Germany, the UK, France and Italy. Furthermore, 

they have produced national guidelines regarding risk disclosure (Cordazzo et al., 2017, p. 

688).  

Figure 4.4: Research Sample Selection 

Second, the availability and the accessibility of the firms’ financial data and governance 

reports over the seven-year period. Third, the sampling period runs from 2012 to 2018, 

which will allow the researcher to determine the impact of multi-level governance 

measures on risk disclosure quantity and quality. Fourth, the longer time series facilitates 
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comprehending the variations in countries' governance regulations and risk disclosure 

extent. Fifth, the existence of the corporate governance regulations for the selected sample 

during the targeted period is rooted in the last criteria. Finally, financial companies are 

excluded because of the different governance regulations they are putting through, which 

apparently impact their governance structures in a different way than non-financial firms. 

Panel 1 (Table 4.3) shows the research sample divided into four countries for seven years. 

The UK companies represent the highest number and percentage, with 2123 corporations 

(37.89%). They are followed by the German firms with 1656 firms (29.56%); meanwhile, 

French and Italian corporations are the smallest in number and accounted for 1013 (18.3%) 

and 749 firms (13.37%), respectively. On the other hand, the research sample demonstrates 

the distribution of the research sample based on the main sectors in panel 2. Industrial firms 

represent the highest number and percentage, with 103 firms (35.5%). Telecommunication 

firms, on the other hand, account for only five firms (1.7%).  

Table 4.3. Final research sample  

Panel A: Final sample by year 

Panel B: Final sample by industry type   

Country 2012 2013 2014 2015 2016 2017 2018 Total Percent 

UK 267 277 287 306 328 338 345 2148 38.8 

Germany 212 229 248 258 258 271 273 1647 29.8 

France 110 126 135 147 158 167 170 1013 18.3 

Italy 76 86 98 109 114 121 124 728 12.1 

Total 652 699 722 806 875 914 934 5536 100.0 

Country Industry 2012 2013 2014 2015 2016 2017 2018 Total % 

UK Oil and gas 11 11 11 11 11 11 11 77 3.6 

 Basic materials 27 27 27 27 27 28 28 191 8.9 

 Industrials 74 74 77 83 84 85 86 563 26.2 
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 Consumer goods 23 24 26 26 26 26 26 177 8.2 

 Health care 7 7 8 11 14 14 14 75 3.5 

 Consumer services 64 68 70 76 81 86 88 533 24.6 

 Telecommunication 6 6 6 6 9 10 10 53 2.4 

 Utilities 6 6 6 7 9 10 10 54 2.5 

 Technology 12 12 12 13 18 18 19 104 4.8 

 Real estate 37 42 44 46 49 50 53 321 14.9 

 Total  267 277 287 306 328 338 345 2148 100.0 

Country Industry  2012 2013 2014 2015 2016 2017 2018 Total % 

Germany Consumer services   46 46 52 56 59 60 60 379 22.3 

 Technology  51 54 58 61 62 67 67 420 24.7 

 Industrials   25 26 30 32 32 34 34 213 12.5 

 Health care  22 22 25 28 30 32 32 191 11.2 

 Customer Goods  34 36 36  40 42 44 45 277 16.3 

 Oil and Gas  2 2 2 2 2 2 2 14 0.08 

 Basic materials   16 17 17 18 18 17 17 120 7 

 Utilities  2 2 2 4 6 7 7 30 1.8 

 Telecommunication  7 7 7 7 7 8 9 52 3 

 Total  212 229 248 258 258 271 273 1647 100.0 

            

Country Industry  2012 2013 2014 2015 2016 2017 2018 Total % 

Italy  Consumer service  5 6 7 7 7 9 9 50 6.9 

 Technology  10 10 12 15 15 16 17 95 13 

 industrials  21 24 28 30 32 33 34 202 27.7 

 Health care  1 2 3 4 4 5 5 24 3.3 

 Consumer goods  20 23 24 28 30 32 33 190 26 

 Oil & gas  4 5 5 5 5 5 5 34 4.7 

 Basic materials  7 8 11 12 12 12 12 74 10 

 utilities  4 4 4 3 4 4 4 27 3.7 

 Telecommunication  4 4 4 5 5 5 5 32 4.4 

 Total   76 86 98 109 114 121 124 728 100.0 

            

Country Industry  2012 2013 2014 2015 2016 2017 2018 Total % 
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4.5.2. Data collection methods  

There are four commonly used data collection methods in business studies which include 

interviews, questionnaires, observations and archival data. Researchers may combine some 

of these methods to achieve the main objectives of the study. Archival data is the main 

method to collect quantitative data about the companies’ risk disclosure and corporate 

governance practices from the annual reports, databases, and websites. Alternatively, 

questionnaires are the principal method by which qualitative data about risk disclosure 

criteria is collected in order to conduct the AHP technique in terms of quantifying risk 

disclosure quality.  

Firstly, there are two types of archival/secondary data that are necessary to complete the 

research objectives. Annual reports form the core of the research data source, and they are 

collected from the database and websites for the security markets and selected companies. 

Other notable secondary data sources are formal databases, Datastream, and the World 

Bank website. These sources can be used to gather information about corporate governance 

mechanisms and national governance indicators.  

France  Consumer service  19 21 24 26 26 26 26 168 16.6 

 Technology  23 25 27 30 33 36 36 210 20.7 

 industrials  23 27 30 33 38 40 43 234 23 

 Health care  5 7 8 9 11 13 13 66 6.5 

 Consumer goods  28 32 32 33 34 36 36 231 22.8 

 Oil & gas  3 4 4 5 5 5 5 31 3 

 Basic materials  5 6 6 6 6 6 6 41 4 

 Utilities  3 3 3 4 4 4 4 25 2.4 

 Telecommunication  1 1 1 1 1 1 1 7 0.07 

 Total   110 126 135 147 158 167 170 1013 100.0 
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Secondly, the researcher develops a questionnaire for collecting expert views about the 

importance of the risk disclosure index's components and a checklist for evaluating the risk 

terms in the annual report in order to arrive at the degree of risk disclosure for a given year.   

These scores will be incorporated in the statistical panel data analysis to investigate the 

effect of governance performance on risk volume in the annual reports.  

In order to conduct the analysis for the next four chapters, the researcher collects annual 

reports for 5602 firms/year observations (866 non-financial corporations) based on the 

main criteria explained in Chapter Four for seven financial years from 2012 to 2018. The 

research focuses on annual reports since they remain a primary source of information for 

stakeholders; there has been an increase in usage, indicating the benefits that such reports 

provide for investors (e.g., Beattie et al., 2004). This period was chosen because of the UK 

Brexit decision and the mandatory application of IFRSs within the UK-listed companies 

in 2005.  

4.6.  Definition of Variables and Model Specification 

The proposed model for the current research has two dimensions: (i) quantification of risk 

disclosure quantity and quality and (ii) examination of the association between multi-

layered governance indicators and risk disclosure. The researcher used automated content 

analysis software to quantify the quantity of risk disclosure practices based on three 

indices: (1) an unweighted risk disclosure index based on the number of risk text units. (2) 

A weighted risk disclosure index based on the number of risk text units; and (3) a weighted 

risk disclosure index based on the AHP weights. Chapter Five and Six discuss the 

construction process of the risk disclosure indexes and pilot study.  
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In the following two chapters, the researcher carries out a MANOVA and descriptive 

analysis to examine differences in risk disclosure quantity and quality among firms and 

within/across EU countries. Moreover, a study of how governance mechanisms, ownership 

structure, and country-level governance indicators influence the quality and quantity of 

risk disclosure will be conducted using data collected from 2012 to 2018. Both univariate 

and multivariate analyses are used to test the research hypotheses. Generally, univariate 

analysis is based on correlations, whereas multivariate analysis is carried out using Fixed 

Effects or 2SLS regressions. The panel data analysis is a method of assessing cross-

sectional data derived from the number of overtime observations, which provides insights 

into the risk disclosure and governance practices of a number of diverse cross-sectional 

entities, such as companies, countries, or industries (Yaffee, 2003, p. 2). Panel data has 

been performed based on the results of the Hausman test (p-value is low, commonly less 

than 0.05). Fixed effect panel data analysis was initially conducted in order to examine the 

determinants of risk disclosure quantity and quality and test the moderating effect of the 

country-level governance on risk disclosure. 

Models from 1 to 5 are used to examine the impact of the multi-layer governance (e.g., 

board independence, gender diversity, female leadership, risk committee, audit quality, 

ownership structure, and national governance quality) on risk disclosure. Model (1) 

evaluates the effect of firm-level governance on the risk disclosure index with control of 

the number of firm and country-level characteristics. 

𝐶𝑅𝐷𝑖𝑡 = 𝛼0 +   𝛽1𝐵𝑟𝑑_𝐼𝑛𝑑𝑒𝑝𝑖𝑡 +  𝛽2𝐵𝑟𝑑_𝐺𝑒𝑛𝑑𝑖𝑡 + 𝛽3𝐹_𝐿𝑒𝑎𝑑𝑖𝑡 +  𝛽4𝑅𝑖𝑠𝑘 _𝐶𝑂𝑀𝑖𝑡 +

 𝛽5𝐴𝑢𝑑𝑖𝑡_𝑄𝑖𝑡 + ∑ 𝛽𝑖 
𝑛
𝑖=1 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡 + 휀𝑖𝑡                                      (1) 
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Where CRD stands for the Risk Disclosure indices (CRD I , CRD_II, and CRD_III), which 

are based on three aspects; first, the number of risk words disclosed in the annual reports; 

second, a weighted score of risk disclosure based on a (0 to 6) scale and, third, a weighted 

score of risk disclosure based on AHP. Brd_Indep stands for the percentage of independent 

directors in the composition of the board of directors. Brd_Gend is the percentage of 

females on the board of directors. F_Lead is a dummy variable(0, 1); it takes (1) if the 

chairman or CEO is a woman and 0 otherwise. Risk_COM is the dummy variable which 

measures the risk committee existence within European firms and takes 1 if firms have a 

risk management committee and 0 if not. Audit_Q is the audit quality measured by the 

dummy variables, which takes 1 if the audit firm is one of the big 4 audit firms and 0 

otherwise. CONTROLS represents the control variables at the firm and country levels, 

which are firm size, liquidity, leverage, sales growth, ROE, board of directors Size, CEO 

duality, audit committee independence, audit committee non-executives, board of 

directors’ meetings, industry type, the length of annual reports, at the firm level and culture, 

legal system, economic growth, GDP per capita, and inflation at country-level 

characteristics.  𝛿𝑖𝑡 refers to the firm fixed-effects and year fixed effects,  휀𝑖𝑡 refers to the 

error term. Table 4.4 shows the definition of all variables and their codes. 

Model (2) tests the effect of Governance scores on the risk disclosure index, with control 

of a number of firm and country-level characteristics 

𝐶𝑅𝐷𝑖𝑡 = 𝛼0 +  𝛽1𝐺𝑜𝑣_𝑆𝑐𝑜𝑟𝑒𝑖𝑡 + ∑𝛽𝑖

𝑛

𝑖=1

 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡

+ 휀𝑖𝑡                                                                                         (2) 

Where Gov_Score is the weighted score of governance quality of a firm, CONTROLS 

represents the control variables at the firm, and country levels are explained in Table (4.4).    
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Model (3) tests the effect of ownership structure on the risk disclosure index with control 

of a number of firm and country-level characteristics 

𝐶𝑅𝐷𝑖𝑡 = 𝛼0 +  𝛽1𝐶𝑂𝑁_𝑂𝑊𝑁𝑖𝑡 + 𝛽2 𝑀𝐴𝑁_ 𝑂𝑊𝑁𝑖𝑡 + 𝛽3 𝐹𝑂𝑅_𝑂𝑊𝑁𝑖𝑡

+ 𝛽4 𝐺𝑂𝑉_𝑂𝑊𝑁𝑖𝑡  + 𝛽4 𝐼𝑁𝑆𝑂𝑊𝑁it + ∑𝛽𝑖 

𝑛

𝑖=1

𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡

+ 휀𝑖𝑡                                                                                                             (3) 

Where CON_OWN is the percentage of ordinary shares held by shareholders with at least 

5% of the total company ordinary shareholdings; MAN_OWN is the percentage of shares 

owned by management; FOR_OWM is the percentage of shares owned by foreign 

investors; and GOV_OWN represents the percentage of shares owned by the government. 

INS_OWN represents the percentage of shares owned by institutional investors. Other 

control variables at the firm, and country levels are explained in Table (4.4).    

Model (4) tests the effect of national governance on the risk disclosure index, with control 

of a number of firm and country-level characteristics 

 𝐶𝑅𝐷𝑖𝑡 = 𝛼0 +  𝛽1𝑁𝐺𝑄𝑖𝑡 + ∑𝛽𝑖

𝑛

𝑖=1

 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡

+ 휀𝑖𝑡                                                                               (4) 

Where NGQ is a composite measure for overall national governance quality six 

dimensions, which are (a) voice and accountability (VA), (b) political stability (PS), (c) 

government Effectiveness (GE), (d) regulatory quality (RQ), (e) the rule of law (ROL), 

and (f) control of corruption (COC), these values gathered from world bank database 

(Kaufmann et al., 2011).1 The NGQ scores range from (-2.5) to (+2.5), with a greater NGQ 

 
1 Further information and detailed definitions of the six Worldwide Governance Indicators can be found 
on the World Bank's website at http://info.worldbank.org/governance/wgi/. 
 

http://info.worldbank.org/governance/wgi/
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indicating better national governance. Academics and policy-makers have examined the 

reliability and validity of these indicators (e.g. Daniel et al., 2012; Kaufmann et al., 2011). 

In order to assess the validity of NGQ indicators, correction analysis is used (e.g., Elamer 

et al., 2020). According to the Pearson correlation matrix in Table 4.4 and 4.5, all 

correlation coefficients are positive, and almost all are statistically significant (p < .001), 

which indicates that the NGQ and its six indicators represent reliable metrics for the 

analysis. It is also apparent from the table that the six NGQ dimensions are highly 

correlated, which is in line with the findings of previous studies (Daniel et al., 2012; Elamer 

et al., 2020). Additionally, Cronbach's alpha is calculated to evaluate the internal 

consistency of the six NGQ indicators. The alpha score for the construct is 0.921, 

indicating a high level of internal reliability. We, therefore, applied a principle component 

analysis (PCA) to the six dimensions of the NGQ to reduce the dimensionality of the 

datasets and facilitate analysis, following prior studies (Elamer et al., 2020; Tunyi & Ntim, 

2016). In Table 3, the PCA (eigenvectors) and diagnostics of the NGQ dimensions are 

presented. Kaiser-Meyer-Olkin (KMO) measures sampling adequacy to an overall level of 

0.82, which is above the threshold PCA-based recommendation of 0.50 (for example, 

Elamer et al., 2020; Tunyi & Ntim, 2016). 

Table 4.4 Correlation Matrix of the NGQ’s Six Dimensions. 

 Variable   (1)   (2)   (3)   (4)   (5)   (6) 

 (1) VA 1.000 

 (2) PS 0.398*** 1.000 

 (3) GE 0.789*** 0.048*** 1.000 

 (4) RQ 0.886*** 0.255*** 0.816*** 1.000 

 (5) RL 0.864*** 0.151*** 0.941*** 0.886*** 1.000 

 (6) CC 0.917*** 0.173*** 0.923*** 0.917*** 0.973*** 1.000 

Note. The six dimensions of NGQ are defined as follows: voice and accountability quality (VA), political 

stability quality (PS), government effectiveness (GE), regulatory quality (RQ), the rule of law quality (RL), 

control of corruption quality (CC). All variables are fully defined in Table 4.6. 
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Table 4.5. PCA (Eigenvectors) and Diagnostics of the NGQ's Six Dimensions. 

Variable  Comp1 Comp2 Comp3 Comp4 Comp5 Comp6 Unexplained KMO 

(1) VA 0.438 0.177 -0.345 -0.723 0.251 -0.269 0 0.800 

(2) PS 0.126 0.940 0.270 0.148 -0.019 0.062 0 0.357 

(3) GE 0.430 -0.240 0.610 0.122 0.610 -0.001 0 0.915 

 (4) RQ 0.439 0.021 -0.602 0.641 0.172 -0.061 0 0.959 

 (5) RL 0.452 -0.130 0.271 0.077 -0.657 -0.517 0 0.825 

 (6) CC 0.459 -0.094 -0.007 -0.154 -0.323 0.808 0 0.768 

Eigenvalue 4.625 1.030 0.178 0.102 0.049 0.016 - - 

Proportion 0.771 0.172 0.030 0.017 0.008 0.003 - - 

KMO - - - - - - - 0.825 

Note. The six dimensions of NGQ are defined as follows: voice and accountability quality (VA), 

political stability quality (PS), government effectiveness (GE), regulatory quality (RQ), the rule of 

law quality (RL), control of corruption quality (CC). All variables are fully defined in Table 4-6. 

 

To test the moderating role of country governance, we examine the following model: 

   𝐶𝑅𝐷𝑖𝑡 = 𝛼0 +  𝛽1𝐺𝑜𝑣_𝑠𝑐𝑜𝑟𝑒 𝑖𝑡 +  𝛽2𝑁𝐺𝑄𝑖𝑡 +  𝛽3𝐺𝑜𝑣_𝑠𝑐𝑜𝑟𝑒 𝑖𝑡 ∗ 𝑁𝐺𝑄𝑖𝑡

+ ∑𝛽𝑖

𝑛

𝑖=1

 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡 + 휀𝑖𝑡                                                 (5) 

Where CRD represents the risk disclosure index measured by three different measurement 

ways: the number of risk words disclosed in the annual reports, the weighted score of risk 

disclosure based on AHP, and the weighted score of risk disclosure based on a 0 to 6 scale. 

Gov_Score is the weighted score of governance pillars which companies are achieved in 

the evaluation process for the governance mechanisms, Gov_Score*NGQ is the 

moderating variable of the relationship between firms’ governance score and national 

governance, and CONTROLS variables are explained in Table (4.6).    
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Table 4.6. Definitions for all variables used in the study 

Symbol Variables Definition Measure/Proxy sign 

Independent Variables-Firm level (Corporate Governance Variables) 

Brd_Indep Board independence Percentage of  independent board members on the board structure + 

Brd_Gend 

 

Board gender diversity  %total number of women to the total number of directors on the board + 

F-Lead Female leadership  A dummy variable (0, 1); takes (1) if the chairman or CEO is a woman and 0 otherwise. + 

Audit_Q External auditor type A dummy variable (0,1); takes (1) if the auditor is one of the big 4 audit firms and 0 otherwise + 

Risk _COM  Risk management committee A dummy variable (0, 1); 1 if the firm has a Risk Committee and 0 otherwise. + 

GOV_Score Governance score  the weighted score of firm-level governance quality  + 

CON_OWM  Concentrated ownership The percentage of ordinary shares held by shareholders with at least 5% of the total company 

ordinary shareholdings.  

- 

MAN_OWN Management ownership  The percentage of strategic holdings of 5% or more owned by management,  - 

FOR_OWN Foreign ownership  The percentage of strategic holdings of 5% or more owned by foreign investors + 

GOV_OWN Government ownership The percentage of strategic holdings of 5% or more owned by the government + 

INS_OWN Institutional ownership The percentage of strategic holdings of 5% or more owned by institutional investors + 

Independent Variables-Country level (National governance) 

VA Voice and accountability The World Bank governance indicators measure the citizens’ ability to elect their 

government and the degree of freedom available for people to express their opinions. 

+ 
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PS Political Stability and Absence of 

Violence 

The likelihood of political instability and violence within a country.  + 

GE Government Effectiveness The government quality of public and civil services and policy formulation. + 

RQ Regulatory Quality Measures the ability of the government to formulate and implement sound policies and 

regulations using WGI data 

+ 

ROL Rule of Law WGI data was used to measure the quality of law and confidence in rules within the country 

i in period t, including contract implementation, property rights, and the courts.  

+ 

COC Control of Corruption Measure the extent to which public power in country i for period t is exercised to mitigate 

and control the private gain and different forms of corruption. 

+ 

NGQ  National Governance Quality a composite measure for the overall NG six dimensions, which are (a) voice and 

accountability (VA), (b) political stability (PS), (c) government Effectiveness (GE), (d) 

regulatory quality (RQ), (e) the rule of law (ROL), and (f) control of corruption (COC), these 

values gathered from world bank database 

+ 

Control Variables (Firm-level Characteristics) 

SIZE Firm Size Natural logarithm of total assets + 

 LIQ Liquidity Current Ratio =%Current assets to current liabilities + 

LEV Leverage %Long term liabilities to total assets + 

Sal_Growth  Sales Growth (Current year’s net sales or revenue/Last year’s total sales or revenue-1)*100  + 

ROA Return on Assets Return on assets= % of net profit to total assets. + 

Brd_Size Board Size Natural logarithm of the total number of directors on the board. + 

DUAL CEO Duality   A dummy variable (0,1); (1) if there is a separation between the chair of the board and 

CEO, (0) if not 

+ 

AC-INDP 

AC_NonEX 

Audit Committee independence 

Audit committee non-executive 

Percentage of independent members to all audit committee members 

Percenrage of nin-executive members to all audir committee members 

+ 

+ 



  99 

 

 

AR_Length  The length of Annual report Number  of pages of the EU firms’annual reports  + 

Control Variables (Country-level Characteristics) 

UA Uncertainty Avoidance The degree to which the members of a society feel uncomfortable with uncertainty and 

ambiguity. 

+ 

LTO Long–term orientation The degree of links with past while dealing with the challenges of the present and the future. + 

MAS  Masculinity A preference in society for achievement, heroism, assertiveness, and material rewards for 

success. Society at large is more competitive. Its opposite, Femininity, 

 + 

LS Legal System A dummy variable (0, 1); Common law Countries =1 which means that the part of English 

law that is derived from custom and judicial precedent rather than statutes. Compare with 

case law, statute law. Code law countries= 0 (Common Laws are laws that have come about 

of been enacted based on court rulings. Code law is a systematic and comprehensive written 

statement of laws of a particular area of law when the code was enacted and codified. In 

simple terms, code law is basically a systematic list of laws that have been codified and are 

enforceable by law). 

(The UK is a common law country. However, German, France, and Italy are code law 

countries.  

+ 

GDP per cap Gross Domestic  Products  GDP per capita, current U.S. dollars + 

Inflate Inflation  percentage change in the Consumer Price Index + 
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4.8. Concluding Remarks 

This chapter presented enlightenment on the research methodology that has been followed 

in terms of achieving the research objectives. The purpose of this chapter was to articulate 

the research approach, as well as to outline the logic behind the philosophical assumptions 

(ontology, epistemology, and human nature assumptions) which determine and provide 

support for the methodological approach that will be employed. This chapter was intended 

to outline and briefly discuss the research methodologies used in producing this thesis as 

well as the use of these methodologies as they are supported by the philosophical 

assumptions within the empirical investigation. An extensive review of the quantitative 

and qualitative approaches used in the study and the empirical analysis was presented, 

beginning with a detailed outline of the research methodology and moving on to describe 

the specifics of the approach, method, sample, data sources, and model.  

Additionally, the current chapter discussed the methodology for collecting data about the 

sample of European companies and the proposed empirical models, as well as multivariate 

and multilevel analyses were discussed to explore the association between corporate 

governance, ownership structure, national governance, and risk disclosure quantity and 

quality. As a means to quantitatively measure the quantity and quality of risk disclosure 

practices in annual reports, we focused on automated content analysis to calculate the 

scores of three main risk disclosure indexes: (1) an unweighted risk disclosure index based 

on the number of risk text units, (2) a weighted risk disclosure index based on a scale of 

(1-6), and (3) a weighted risk disclosure index based on AHP weighting.  

The following chapter, Chapter Five, discusses in detail the construction processes of the 

risk disclosure indices. It also describes the implication of the AHP technique to assign 

different weights for risk disclosure content included in the CRD quality index. Moreover, 
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it discusses how to analyse the content of risk information in order to calculate the risk 

disclosure quantity and quality. 
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Chapter Five:  Developing Corporate Risk Disclosure  Indices 

5.1. Overview 

Based on the logic behind the philosophical assumptions and research approach previously 

carried out in Chapter Four, we have been able to identify two main  views to quantify the 

extent of risk disclosure in terms of quantity and quality. This chapter explains how to 

build scoring models to measure the quantity and quality of risk disclosure in the annual 

reports. Consequently, this chapter discusses three contributing elements: firstly, 

developing the risk disclosure quantity indices. Secondly, prioritising the risk disclosure 

index III attributes using the AHP method. And thirdly, these scores are then validated 

manually and statistically to quantify the risk disclosure practices using NVivo 12 Plus 

software and CFIE as a tool for analysing risk contents in annual reports. 

In this chapter there are four sections. Section 5.2 discusses the main approaches to 

measuring risk disclosure and how to construct corporate risk disclosure indices. A 

description of the total score of the quality and quantity of risk disclosure is provided in 

Section 5.3. Section 5.4 describes how to validate CRD scores automatically and 

statistically. Finally, Section 5.5 provides the conclusion of the chapter.   

5.2 Developing the Corporate Risk Disclosure Indices  

One of the primary objectives of this study is to measure the differences in the extent of 

risk disclosure among European firms. Thus, three main risk disclosure indices were 

developed to measure the quality and quantity of risk disclosure, namely (1) the 

unweighted risk disclosure quantity index, (2) the 1-6 scale risk disclosure index, and (3) 

the AHP-based risk disclosure index. 
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5.2.1 Measuring Corporate Risk Disclosure (CRD) quantity using an Automated 

Content Analysis and unweighted risk disclosure index  

To measure the quantity of the risk information levels, the content analysis technique has 

been used. In this regard, the content analysis provides valid and reproducible inferences 

and provides unique insight into a particular research topic based on systematically and 

objectively identifying unique texts (Krippendorff, 2004). It is widely utilised in literature 

disclosure (Abraham & Cox, 2007; Hossain et al., 1994; Linsley & Shrives, 2006; 

Mangena & Tauringana, 2007; Bamber & McMeeking, 2010; Muzahem, 2011; Achmad 

et al., 2017; Alzead, 2017; Neifara & Jarboui, 2018; Ibrahim et al., 2019; Ibrahim & 

Hussainey, 2019; Salem, Ayadi, and K. Hussainey, 2019; Isiaka, 2021; Nahar & Jahan, 

2021).  

We noticed that the focal point of risk classes disclosed is to identify the risk components 

that mostly affect stakeholders' decisions and are supposed to be incorporated in financial 

reports. Hence, measuring and disclosing risks mainly depend on firms' approach to 

categorising their risks, yet IFRS (9) and IFRS (7) focus on financial classification. 

Interestingly, based on Beretta and Bozzolan (2008), Dicuonzo et al. (2016), and Jia et al. 

(2016), the proposed structure of the risk disclosure index considers three dimensions of 

risk definition (see table 5.1); (i) nature (financial or non-financial), (ii) time scope 

(historical or forward-looking or no time scope), and (iii) economic significance (positive, 

negative, or neutral). In addition, the proposed index is based on Linsley & Shrives (2006), 

Moumen et al. (2016), and Ntim et al. (2013) classifications with some modifications (see 

table 4.3).  
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Table 5.1: The content of the quantity risk disclosure index (CRD I_Quantity index) 

Type of risk 

(Main Criterion) 
Risk Reporting Item 

(sub-criterion) 

(i) 

Business Risks 

1. Capital adequacy/insolvency 

2. Hedging 

3. Liquidity 

4. Credit 

5. Pricing 

6. Brexit 

(ii) Operational 

Risks 

7. Information technology  

8. Health and safety  

9. Communication 

10. Sourcing/raw material 

11. Production development 

12. Marketing/customer satisfaction 

13. Social contribution/community support 

14. Internal audit and control 

15. Human resources/labour turnover 

16. Derivatives 

17. Competition/proprietary/copyright 

18. Employee fraud 

19. Business ethics/corruption  

(iii) Management 

Risks 

20. Performance/Fraud management 

21. Disclosure of risk governance 

22. Research and development 

23. Investment plans 

24. Acquisitions, alliances, joint ventures 

25. Compensations of executives 

26. Disclosure of committee existence 

(V)  Fluctuations 

Risks 

27. Interest rate risk 

28. Currency exchange risk 

29. Commodity risk 

30. Cash flow risk 

Sources: Linsley & Shrives (2006, p.229-230); Moumen et al. (2016, p.14); Ntim et al. 

(2013, p.34); - with the researcher modifications. 

Content analysis can either be done through a conceptual or relational content analysis, 

which mainly differs in purpose and scope. Recognising the existence and frequency of 

certain concepts, financial and non-financial risks, for instance, within texts or sets of texts 

– financial reports – is the primary focus of conceptual content analysis (Figure 5.1). 
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However, the focus of the Relational Content Analysis (Beattie et al., 2004; Krippendorff, 

1980) was on defining connections between such concepts in the text. Conversely, a 

manual method (Beretta & Bozzolan, 2006; Linsley & Shrives, 2006; Moumen et al., 2016) 

or an automated process may use the content analysis process (Abrahamson & Amir, 1996; 

Breton & Ta, 2006). 

Content analysis' focal point is on making inferences from the number of risk disclosures 

and the automated content analysis utilised to measure risk disclosure. Figure (5.1) 

indicates that content analysis is carried out on four different levels. First ‘texts’ level, 

which are annual reports of companies in Europe. Second, on coding units, which may 

include words, pages, phrases, or subject matter. And finally, on ‘coding schemes’, which 

categorise coding units into risk categories.  

The coding mode can be computerised or manually coded. The researcher uses automated 

coding modes since the advantages of the automated approach outweigh the time and cost 

burdens associated with manual content analysis (Beattie et al., 2004; Krippendorff, 2004; 

Abraham & Stevenson, 2007; Deumes, 2008; Neifara & Jarboui, 2018; Ibrahim & 

Hussainy, 2019; Salem, Ayadi, and K. Hussainey, 2019). However, humans can read and 

better judge the denotation of risk words (Milne & Adler, 1999; Linsley & Shrives, 2006; 

Ibrahim et al., 2019; Muzahem, 2011, Ibrahim & Hussainy, 2019).  

The quantitative vulnerability disclosure index is calculated based on a total of risk words 

(see Table 5.1) disclosed in the annual reports of the European countries and examined 

using automated content analysis with the NVivo 12 pro software.  
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Figure 5.1: Sequences of the Content Analysis 

Adapted from: Beretta & Bozzolan (2008, p. 342); Mokhtar & Mellett (2013, p. 849); 

Muzahem (2011, p. 126).  
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5.2.2. Measuring Risk Disclosure quality: a (1-6) scale-based risk disclosure index  

Risk disclosure is not just a binary state of ‘disclosing’ or ‘not disclosing’ because of the 

mandatory requirements of risk disclosure among countries. Therefore, risk disclosure 

contents have varied in importance levels (Abdullah, 2021). To quantify components of 

risk disclosure quality, we have developed a weighted risk disclosure index based on a 

scale from 1 to 6 (Table 5.2). Cerf (1961) first used these types of indices as a research 

tool to compute the amount of information reported in the annual without different weights 

being assigned to each component. Disclosure indexes may include mandatory or 

voluntary disclosures (e.g. Raffournier, 1995; Wallace et al., 1994; Akhtaruddin, 2005; 

Chau & Gray, 2010; Eng & Mak, 2003; Wang et al., 2008; Neifara & Jarboui, 2018; 

Bozzolan & Miihkinen, 2021) or both (e.g., Hassan et al., 2009; Mcchlery & Hussainey; 

2021).  

Furthermore, the disclosure index was not immune to criticism because it uses small 

samples due to labour-intensive data collection processes and does not recognise the 

additional information content of each new index (Hassan & Marston, 2010). Prior studies 

built unweighted risk disclosure indices to avoid subjectivity in assigning different weights 

for different components. However, the equal weights approach affects the objectivity and 

the reliability of the index results, and it might underestimate the firm's value of risk 

disclosure (Abdallah, 2021; Nahar & Jahan, 2021).   
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Table 5.2: A point scale analysis of the risk disclosure index (CRD II_Scale index)  

Type of risk 

(Main Criterion) 

Weights Risk Reporting Item 

(sub-criterion) 

Scores Maximum 

score 

(i)  

 Business Risks 

 

 

 

1-6 

Scale 

1. Capital adequacy/insolvency 0-6 

36 

2. Hedging 0-6 

3. Liquidity 0-6 

4. Credit 0-6 

5. Pricing 0-6 

6. Brexit 0-6 

(ii)  

Operational 

Risks 

 

 

1-6 

Scale 

7. Information technology  0-6 

 

78 

8. Health and safety  0-6 

9. Communication 0-6 

10. Sourcing/raw material 0-6 

11. Production development 0-6 

12. Marketing/customer satisfaction 0-6 

13. Social contribution/community support 0-6 

14. Internal audit and control 0-6 

15. Human resources/labour turnover 0-6 

16. Derivatives 0-6 

17. Competition/proprietary/copyright 0-6 

18. Employee fraud 0-6 

19. Business ethics/corruption  0-6 

(iii) 

Management 

Risks 

 

 

1-6 

Scale 

20. Performance/Fraud management 0-6 

 

42 

21. Disclosure of risk governance 0-6 

22. Research and development 0-6 

23. Investment plans 0-6 

24. Acquisitions, alliances, joint ventures 0-6 

25. Compensations of executives 0-6 

26. Disclosure of committee existence 0-6 

(V)  

Fluctuations 

Risks 

 

1-6 

Scale 

27. Interest rate risk 0-6 

 

24 

28. Currency exchange risk 0-6 

29. Commodity risk 0-6 

30. Cash flow risk 0-6 

Sum 100% 30 risk items (sub-criterion) 0-6 180 

Additional analysis using a scale from 0 to 6 for sub-criterion; scheming process as follows: 

0 If there is no risk information  

1 If Risk disclosure is historical, Neutral and not time-oriented 

2 If Risk disclosure is historical and forward-looking  

3 If Risk disclosure is historical, forward-looking, and negative  

4 If Risk disclosure is historical, forward-looking, negative, and positive 

5 If Risk disclosure is historical, forward-looking, negative, positive, and qualitative (narrative) 

6 If Risk disclosure is historical, forward-looking, negative, positive, qualitative (narrative) and quantitative 

(monetary) 
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5.2.3. Additional analysis for measuring risk disclosure quality: AHP-based risk 

disclosure index  

The AHP is a multi-criteria decision-making technique developed in 1970 by Thomas 

Saaty for addressing selections and prioritisation decisions (Saaty, 1994, p. 337). Basically, 

it is based on three basics. First, identity and decomposition, which implies that the 

decision problem (weighting of risk disclosure index) can be broken down into smaller 

pieces and can be arranged hierarchically, from the more general (main criterion) to the 

more specific (measures and sub-measures).  

Second, the discrimination and the comparison judgments in a pair matrix comparison. 

The priority of each criterion and sub-measure is determined based on data collected from 

an expert panel via questionnaires. AHP relies principally on pair-wise comparisons. 

Finally, a convergence stage which integrates the expert judgments into a single category 

to determine overall priorities. Concerning the hierarchy structure of the risk disclosure 

index, there are disagreements among researchers regarding risk classifications, and the 

complexity of risk measurement is directly related to the accuracy of the risk structure.  

The second method of weighting each risk disclosure item is by using a scale from (0) to 

(6) to code the risk words (Table 4.4). A score of (0) is assigned if no risk information is 

disclosed in the annual reports, and a score of (6) is assigned if the annual reports contain 

a comprehensive risk disclosure that incorporates all risk disclosure dimensions. As a 

result, the total score for the CRD criterion, multiplied by the relative weight for each 

dimension, is calculated as a percentage ranging from 0% to 100%.  

As part of the AHP technique, questionnaires are used to collect data from respondents, 

who should have in-depth knowledge of risk disclosure issues and will show varying 
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responses to risk content priorities. Regarding the implementation of the AHP, a sample 

of 15 academics has been used to investigate their opinions and experiences on risk 

disclosure issues to strengthen the prioritisation of corporate risk disclosure components 

in the CRD III_AHP index. Eight respondents out of fifteen have responded to the 

questionnaire. Consequently, an AHP questionnaire (appendix 1) includes six pairwise 

comparisons were constructed based on the following equation: 

N = 2(n-1) = 2(4-1) = 6      

Where: N is the number of comparisons, and n is the number of attributes. 

Meanwhile, the semi-structured interview is more effective in collecting the participants’ 

arguments toward the importance of the risk disclosure attributes. COVID 19 Pandemic 

hindered the conduction of semi-structured interviews with the AHP participants. 

Consequently, the AHP comparison questionnaires were sent via email to these 

participants. In this questionnaire, the respondents are asked to provide their opinion 

regarding the importance of the four main attributes of risk disclosure by comparing them 

based on a judgment scale. As shown in panel A, an expert would determine the importance 

of the indicators in the range of 1-9 or their reciprocals, i.e., 1/2 to 1-9, were used. On the 

basis of Panel B, the participants may choose a value from the left scale when the variable 

in the first column is deemed more important.  

Correspondingly, the value of the last column is considered less critical. However, if the 

respondent selects from the right scale, the variable of the last column is considered more 

important. Finally, they may choose the value 1 when both variables are equally important 

(Nerantzidis, 2016, p. 328; Saaty, 1990). 
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Table 5.3. The scale of relative preferences for pairwise comprises: 

Panel A: Scale Judgement 

1 Equal importance (Attribute A is of equal importance as B) 

3 Moderate importance (Attribute A is moderately more important than B) 

5 Essential or strong importance (Attribute A is strongly more important than B) 

7 Extreme importance (Attribute A is very strongly more than B) 

9 Extreme importance (Attribute A is hugely more important than B) 

2,4,6,8 Values for inverse comparison 

Source: Saaty and Peniwati (2012, p. 26) 

Panel B: pairwise comparisons  

Attribute Attributes scale judgment Attribute 

  more important than              equal       less importance than    

C1  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C2 

C1 9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C3 

C1 9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C4  

C2 9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C3 

C2 9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C4  

C3 9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C4  

C1…Business.       C2…Operational.      C3...Management.         C4...Fluctuation risks 

Based on Table 5.4, the pairwise comparison values are extracted by averaging the 

pairwise for each attribute for all respondents and computing the mean value for each 

attribute. After aggregating the judgments into a collective matrix, the researcher calculates 

the priorities to investigate the responses' inconsistency. We asked to re-state the argument 

if this ratio was above 10% for any participant. All this procedure lasted from August to 

September 2020. 
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Table 5.4. Consistency results for AHP responses 

Risk disclosure attributes  Pairwise comparisons mean 

C1/C2 (7+5+5+6+7+8+9+8)/8 7 

C1/C3 (6+7+8+5+5+1+7+1)/8 5 

C1/C4 (3+2+4+3+5+1+1+6)/8 3 

C2/C3 (7+7+5+9+1+3+2+7)/8 5 

C2/C4 (3+2+5+3+4+1+5+1)/8 3 

C3/C4 (1+4+2+1+2+3+3+2)/8 2 

Based on the data collected in the previous section, AHP is conducted to prioritise risk 

disclosure factors through four main steps. First, develop a pairwise comparison matrix for 

each criterion (Reciprocal matrix). Second, normalising the resulting matrix 

(Eigenvector). Third, averaging the values in each row to get the corresponding rating and 

calculating and checking the consistency ratio (Saaty, 1990; Vargas, 2010). 

First: Reciprocal matrix: the first step is to construct a set of pairwise comparison 

matrices. Each element in an upper level is used to compare the elements in the level 

immediately below concerning it. Pairwise comparisons were carried out for all factors to 

be considered. Usually, not more than seven and the matrix was completed in terms of the 

primary questionnaire designed to collect the experts’ views toward risk attributes in Panel 

A. The effective criteria and pairwise comparison are constructed to form the Reciprocal 

matrix (Panel B) by dividing the comparison matrix into two sections, i.e., the upper 

triangular matrix and the lower triangular matrix. 
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Table 5.5. Formation of Reciprocal matrix 

Panel A: Risk attributes weighting scores based on the AHP questionnaire 

Attribute Attributes weighting score Attribute 

  ← more important than           equal           less importance than →   

C1  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C2  

C2  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C3  

C3  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9  C4  

C1  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C3  

C1  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C4  

C2  9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 C4 

Panel B: Pairwise comparison matrix, which holds the preference values 

[
 
 
 
 
 
 
  𝑨𝒕𝒕𝒓𝒊𝒃𝒖𝒕𝒆𝒔 𝐶1 𝐶2 𝐶3 𝐶4   

𝐶1 1

𝐶2 7 1

𝐶3 2 1/5 1

𝐶4 3 1/3 2 1 ]
 
 
 
 
 
 

 

To fill up the upper triangular matrix, we followed the following rules. First, if the 

judgement value is on the left side of 1, we put the actual judgement value. Second, if the 

judgement value is on the right side of 1, we put the common value. But to fill the lower 

triangular matrix, we use the reciprocal values of the upper diagonal. If xij is the element x 

of row i column j of the matrix, then the lower diagonal is filled using this formula =1/xij 

(Saaty and Peniwati, 2012). 

Second: Normalisation of the matrix: This step is to normalise the matrix by summing 

the numbers in each column; each value in the column is then divided by the column sum 

to yield its normalised score. The sum of each column is 1. 
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I. Sum the values in each column in the pairwise matrix: 

[
 
 
 
 
 
 
 
 𝑨𝒕𝒕𝒓𝒊𝒃𝒖𝒕𝒆𝒔 𝐶1 𝐶2 𝐶3 𝐶4 

𝐶1 1

𝐶2 7 1

𝐶3 2 . 2 1

𝐶4 3 . 33 2 1
− − − − −

𝑇𝑜𝑡𝑎𝑙 13 1.676 8.5 4.833]
 
 
 
 
 
 
 

 

II. Divide each factor in the matrix by its column total: 

[
 
 
 
 
 
  𝑨𝒕𝒕𝒓𝒊𝒃𝒖𝒕𝒆𝒔 𝐶1 𝐶2 𝐶3 𝐶4      

𝐶1 . 077 . 085 . 059 . 069
𝐶2 . 538 . 597 . 588 . 621
𝐶3 . 153 . 119 . 118 . 103
𝐶4 . 231 . 199 . 235 . 207

𝑇𝑜𝑡𝑎𝑙 1 1 1 1 ]
 
 
 
 
 

   

III. Sum each row to generate the normalised matrix: 

[
 
 
 
 
  𝑨𝒕𝒕𝒓𝒊𝒃𝒖𝒕𝒆𝒔 𝐶1 𝐶2 𝐶3 𝐶4 𝑁𝑜𝑟𝑚𝑎𝑙𝑖𝑧𝑒𝑑/𝑇𝑜𝑡𝑎𝑙

𝐶1 . 077 . 085 . 059 . 069 . 29
𝐶2 . 538 . 597 . 588 . 621 2.344
𝐶3 . 153 . 119 . 118 . 103 . 494
𝐶4 . 231 . 199 . 235 . 207 . 872 ]

 
 
 
 

 

IV. Then the step of priority vector: the calculation of the relative weights for 

each attribute. These priorities are calculated by dividing the sum of the 

normalised column of the matrix by the number of attributes/criteria used 

(n) to produce priorities/weighted matrix 

[
 
 
 
 
  𝑨𝒕𝒓𝒊𝒃𝒖𝒕𝒆𝒔 𝑁𝑜𝑟𝑚𝑎𝑙𝑖𝑧𝑒𝑑 𝑣𝑎𝑙𝑢𝑒𝑠

𝐶1 . 29
𝐶2 2.344
𝐶3 . 494
𝐶4 . 872 ]

 
 
 
 

÷ 4 =  

[
 
 
 
 
𝑊𝑒𝑖𝑔ℎ𝑡𝑠
. 0725
. 586
. 1235
. 218 ]

 
 
 
 

 

Based on the last matrix, the researcher concluded that the operational risk attribute is the 

highest priority at 58.6% compared to the business risk attribute, which represents the 

lowest priority at 7.25%. Yet, consistency analysis of these results is necessary to verify 

the original preference ratings that are consistent in order to accept the calculated weights; 

and if unacceptable, we can revise pairwise comparisons. 
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Third, Consistency analysis: the final step is to calculate the consistency ratio for this set 

of judgments using the consistency ratio (CR) for the corresponding value by following 

three main steps.  

1) Calculate the consistency vector (CV) by multiplying each column of the pairwise 

comparison matrix by the weight vector. Then divide the weighted sum vector of each 

row by the weight of each attribute. 

CV =  

[
 
 
 
 
 
 
  𝑨𝒕𝒕𝒓𝒊𝒃𝒖𝒕𝒆𝒔 𝐶1 𝐶2 𝐶3 𝐶4   

𝐶1 1

𝐶2 7 1

𝐶3 2 1/5 1

𝐶4 3 1/3 2 1 ]
 
 
 
 
 
 

 ×   

[
 
 
 
 
. 0725

. 586

. 1235

. 218 ]
 
 
 
 

  = 

= .0725 

[
 
 
 
 
 1 

7

2

3 ]
 
 
 
 

  + .586 

[
 
 
 
 
 
1/7

1

1/5

1/3]
 
 
 
 
 

 + .1235  

[
 
 
 
 
 1/2

5

1

2

 

]
 
 
 
 

  + .218  

[
 
 
 
 
 1/3 

3

1/2

1 ]
 
 
 
 

   = 

= 

[
 
 
 
 
 
. 2907 /.725

2.365 /.586

. 4947/.1235

. 8778/218 ]
 
 
 
 
 

  =  

[
 
 
 
 
𝐶𝑉1  4.0099 

𝐶𝑉2 4.358

𝐶𝑉3 4.0057

𝐶𝑉4 4.0266 ]
 
 
 
 

 

2) Calculate the consistency index (CI): to calculate the CI, λ max is required. λmax is the 

average of the CV values, then compute the approximate consistency index: 

λmax = ∑
𝐶𝑉

𝑁

0
0  =  

[4.009+4.0358+4.0057+4.0266 ]

4
 = 4.027 

𝐶𝐼 =
  𝜆𝑚𝑎𝑥−𝑛

𝑛 – 1
  =  

4.027−4

4−1
  = 0.009  

3) Calculate the consistency ratio (CR): CR is calculated from the deviation of CI with RI 

where RI is a random index, and it is given according to Saaty’s (1990) calculation 

(Table 5.6), CR should be less than 0.1, and if the CR is much in excess of 0.1, the 
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judgments are untrustworthy and need re-assessment because they are too close for 

comfort and to randomness and the exercise is valueless or must be repeated.  

Table 5.6. Random consistency indices for n=10 

N 1 2 3 4 5 6 7 8 9 10 

RI 0.00 0.00 0.58 0.9 1.12 1.24 1.32 1.41 1.46 1.49 

Source: Saaty (1990) 

 

CR = 
𝐶𝐼

𝑅𝐼
 = 

0.009

0.9
 = 0.01 

Hence, according to the consistency ratio, the CR resulted in less than 0.1, and the 

judgement for overall risk disclosure attributes is consistent. Table 5.7 shows the 

importance order for four risk disclosure criteria. As for the aggregated weights, we can 

notice that the operational risk and the fluctuations risk attributes are the most important 

criteria, while the business risk attribute is the least important one. 

Table 5.7. Importance rank for risk disclosure attributes 

 

Risk types Risk attributes 𝑾𝒆𝒊𝒈𝒉𝒕𝒔 % 

Business risk 𝑊1 7.25 ≃ 7 

Operational risks 𝑊2 58.6 ≃ 59 

Management risks 𝑊3 12.35 ≃ 12 

Fluctuation risks 

 
𝑊4 21.8 ≃ 22 

 Total 100 % 

  

5.3. Total Score of Risk Disclosure Quantity and Quality  

In light of the previous indices, the total score of risk disclosure quantity and quality 

assigned to each firm calculating based on the following formulas: 
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First, the volume/quantity of the risk disclosure for firm i in period t is calculated by 

summing up the frequencies of risk keywords that are disclosed in the narrative section of 

the annual reports of the European firms, as shown by the following formula: 

𝐶𝑅𝐷 𝐼_𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦𝑗𝑡 = ∑ 𝐵𝑅𝑚
𝐼=1 + ∑ 𝑂𝑅𝑚

𝐼=1 + ∑ 𝑀𝑅𝑚
𝐼=1 + ∑ 𝐹𝑅𝑚

𝐼=1                                   (1) 

Where CRD I_Quantityit is the volume of risk keywords disclosed in the annual reports for 

firm j in period t. BR is the business risk keywords disclosed in the annual reports for firm 

jin period t. OR is the operational risk keywords disclosed in the annual reports for firm j 

in period t. MR is the management risk keywords disclosed in the annual reports for firm 

j in period t. FR is the fluctuation risk keywords disclosed in the annual reports for firm j 

in period t.  

Second, formula (2) uses to quantify the risk disclosure behaviour/tone as a measure of 

risk disclosure quality by using a scale from 1 to 6, as follows:  

𝐶𝑅𝐷 𝐼𝐼_𝑆𝑐𝑎𝑙𝑒𝑗𝑡 = ∑ (
𝑥𝑖𝑗

𝑀
) ∗ 100𝑚

𝑖=1                                                                                  (2) 

Where RD II_Scaleit is the value of the risk disclosure quality for firm i in period t, ranging 

from 0 to 100%. Xij is the aggregate risk disclosure score of the risk disclosures’ elements 

(j) for the firm (j) based on the (1-6) scale for risk disclosure behaviour/tone (e.g., 

historical/Forward-looking, quantitative/qualitative positive/negative), and M is the upper 

limit possible score of each risk category. 

Third, to robust the results of risk disclosure quality, the researcher developed a weighted 

risk disclosure index based on Analytic Hierarchy Process (AHP). The total value of the 

risk disclosure index III is calculated based on the following formula: 
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𝐶𝑅𝐷 𝐼𝐼𝐼_𝐴𝐻𝑃𝐽𝑡 = ∑ (
𝑥𝑖𝑗

𝑀
∗ 𝑊𝑗) ∗𝑚

𝑗=1 100                                                                                   (3) 

Where CRD III_AHPit is the value of risk disclosure index III for a firm i in period t, 

ranging from 0 to 100%.  Xij is the aggregate risk disclosure score for the main components 

of risk information (j) for the firm (J) based on a scale ranging from 0 1o 6 based on the 

risk disclosure tone, where 0 is assigned if there is no risk information, and a value of 1 is 

assigned if firms disclosed risk information historically, neutral and not time-oriented. A 

value of 2 is assigned if the risk disclosure tone is historical and forward-looking, where 

historical, forward-looking, and negative tone is assigned a scale of 3. On the other hand, 

negative vs positive, historical vs forward-looking risk information takes a value of 4. 

However, a score of 5 is assigned if risk information is disclosed in a historical, forward-

looking, negative, positive and narrative tone. Finally, historical, forward-looking, 

negative, positive, qualitative (narrative) and quantitative (monetary) risk disclosures are 

assigned the highest value (6). Wj is the assigned weight for the risk disclosure main 

components (j) derived from AHP, and M is the upper limit possible score of each risk 

category. 

5.4. Calculation of Risk Disclosure Using NVVivo 12 Plus Software 

5.4.1. Qualitative data analysis for calculating risk disclosure quantity Index 

(CRD I_Quantity index):  

Analysing qualitative data is the process of reducing data in terms of exploratory 

perspective allowing for the outline of the interpretation. This involves reading and re-

reading whole data sources in order to abbreviate the whole data to central themes. This 

requires coding the data via word or a short phrase that descriptively captures the essence 

of such data and is the first step in data reduction and interpretation. 
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Automated content analysis is a process for reducing the volume of datasets in a systematic 

manner; it is suitable for large, geographically diverse datasets and is useful for data of 

varying formats. Among the large software programs are NVivo 12 Plus, Lancsbox, Nudist 

and CFIE, which are most valuable in assessing narrative disclosures and organising risk 

criteria among separate sources of data to sustain more systematic tactics of data coding. 

However, the validity of each program's usage varies according to the intended results, 

ease of use and speed. NVivo 12 Plus, because of its variety of capabilities and queries, is 

applicable for measuring the quantity of risk disclosure based on the initial implications of 

some of these programs.  

NVivo 12 Plus is a qualitative data analysis software which enables some types of distant 

reading even if within the text data processing limits of the desktop machine (Hai-Jew, 

2017; IS, 2017). Some distant reading capabilities available at NVivo 12 Plus (see Figure 

5.2.) broaden the capabilities of researchers and may serve as a bridge to even more 

complex distant reading methods. 

 

Figure 5.2. NVivo interface and commands 
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A range of features is provided by this software, including word frequencies (visualised as 

word clouds, tree maps, cluster analysis graphs), text search queries, coding queries (matrix 

coding, coding group, compound coding, coding comparison), and social network analysis 

(Network Sociogram). As part of the practical study, word frequency, coding, and word 

tree are the most important queries of the risk disclosure content analysis.  

5.4.1.1. Word or text frequency of Risk disclosure   

For the purpose of measuring the levels and quantities of risk disclosure reporting by firms 

in the UK, Germany, France, and Italy, we determined the final risk word list and used the 

word frequency command of the NVivo 12 Plus software to calculate the volume of risk 

words included in the annual reports. Table 5.8 summarises the results of the text frequency 

query using NVivo 12 Plus for one of the research samples, which indicates that the 

quantity of risk disclosures has increased over time:  
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Table 5.8. Example for the content of CRD I_Quantity Index for AA Company  

Type of risk 

(Main Criterion) 

Risk Reporting Item 

(sub-criterion) 

AA Co. 

2012 2013 2014 2015 2016 2017 2018 

 

 

(i) 

Business 

Risks 

Capital adequacy/insolvency 24 47 83 75 81 83 90 

Hedging 0 9 0 13 14 14 20 

Liquidity 44 94 43 25 34 36 40 

Credit 0 11 4 12 16 17 14 

Pricing 4 19 7 29 31 27 43 

Brexit 0 0 0 0 2 2 4 

Sum 72 180 137 154 178 179 211 

 

 

 

 

 

 

(ii) 

Operational 

Risks 

Information technology 13 13 24 58 94 107 127 

Health and safety 7 2 7 41 66 60 86 

communication 0 0 1 2 6 9 12 

Sourcing/raw material 5 4 13 29 38 36 53 

Production development 3 4 11 32 40 48 55 

Marketing/customer satisfaction 8 8 24 73 98 91 91 

Social contribution/community support 8 6 22 53 46 66 82 

Internal audit and control 16 8 28 179 206 245 295 

Human resources/labour turnover 22 3 7 16 16 23 32 

Derivatives 0 2 6 9 7 8 8 

Competition/proprietary/copyright 1 1 2 7 10 12 11 

Employee fraud 4 1 8 29 34 41 78 

Business ethics/corruption 44 43 93 252 337 358 397 

Sum 131 95 246 780 998 1104 1327 

 

 

(iii)  

Performance/Fraud management 30 37 63 301 428 442 572 

Disclosure of risk governance 10 6 48 229 390 427 506 

Research and development 3 4 10 32 42 50 57 
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Management 

Risks 

Investment plans 12 10 28 79 81 105 148 

Acquisitions, alliances, joint ventures 14 5 19 47 60 70 62 

Compensations of executives 0 0 0 6 7 5 7 

Disclosure of committee existence 1 4 2 311 295 304 382 

Sum 70 66 170 1005 1303 1403 1734 

(iv)  

Fluctuations 

Risks 

Interest rate risk 67 62 229 415 498 523 584 

Currency exchange risk 29 13 93 261 284 312 383 

Commodity risk 9 2 46 207 236 264 334 

Cash flow risk 72 106 217 382 489 569 662 

Sum 177 183 585 1265 1507 1668 1963 

Total 450 524 1138 3204 3986 4354 5235 
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By applying this query to all companies, we can obtain total risk scores for the four 

countries to assess the managements’ attitudes toward risk disclosure contents and measure 

the quantity of risk disclosed. Appendix 2 provides some examples of risk statements that 

were captured by NVivo 12 Plus, which are essential to identify risk disclosure tones: 

positive, negative, forward-looking or historical in order to quantify the risk disclosure 

practices by applying the CRD index II.  

5.4.1.2. Coding of Risk disclosure practices  

As indicated in the previous sections, the CRD II_Scale and CRD III_AHP indices of 

corporate risk disclosure quality are developed using an inductive thematic approach, 

which does not look at the quantity of information related to risks, but rather at the quality 

of information. Themes are likely to add new codes to the word list, which suggests a turn 

towards coding in NVivo 12 Plus. A risk disclosure based on the CRD index II is 

characterised by quantitative, qualitative, looking forward, historical, positive, and 

negative aspects that should be coded in the software (QSR International, 2016; IS, 2017). 

There are four queries to explore the theme's coding via NVivo 12 Plus. First, coding query, 

through gathering all the coding at any combination of nodes. For example, gather and 

explore all content coded at business and fluctuation risks. Second, Matrix Coding Query 

by creating a matrix of nodes based on search criteria. Third, a compound query combines 

text and coding queries through searching for specific text in or near coded content.  
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Figure 5.3 explores the steps of coding some contents of the risk index. Use matrix coding 

queries to compare disclosure attitudes based on risk attributes. Attitudes about risk 

disclosure as a primary theme are different from positive to negative, past to looking 

forward and narrative to quantitative. List the theme nodes that code a selection of data 

making the most of queries, and start running queries early on in the coding process. Create 

a query to gather all material coded at business risk. 

Figure 5.3. Example of risk disclosure coding 

5.4.1.3. Word tree query 

A word tree query is a tool used to search for a word or phrase in annual report texts and 

view all the matches in a preview tree. This is just one way of interrogating text-based data. 

The word tree may help to see unexpected associations in transcripts, for instance. The 

word risk in general and its interrelations for one of the research samples in the UK are 

presented in the following chart.  
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Figure 5.4. Example of a risk word tree extracted from NVivo 12 plus. 

5.4.2. Application of risk disclosure quality index (III) on an example firm 

Risk factors are viewed as having different relative importance in the risk disclosure 

process. Therefore, the AHP method has been used to prioritise the risk disclosure factors 

(see section 5.2.3). This section illustrates the results of applying a CRD III to one company 

in order to describe the quality of risk disclosure. Table 5.9 indicates that, based on the risk 

disclosure quality index (III), European companies differ in their attitude toward disclosing 

risk information; however, those dealing with business risk have the most significant 

interest in disclosing risk information. Risk disclosure of UK, French, and German 

companies focus primarily on business, operational, management, and fluctuations risks, 

whereas risk disclosure of French companies concentrates primarily on Business risk 

items.   
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Table 5.9. Example for the CRD III_AHP index for AA company  

Score Risk disclosure type 2012 2013 2014 2015 2016 2017 2018 Overall % 

The UK-CRD index III 

1 Business risk  12.42 12.42 12.43 12.43 12.43 12.44 12.41 12.44 

2 Operational risk   4.78 4.78 4.78 4.78 4.78 4.78 4.78 4.78 

3 Management risk 3.98 3.98 3.98 3.98 3.98 3.98 3.98 3.98 

4 Fluctuations risk 3.33 3.33 3.33 3.33 3.33 3.33 3.33 3.33 

Germany- CRD index III 

1 Business risk  11.35 11.31 11.34 11.34 11.33 11.32 11.31 11.33 

2 Operational risk   4.37 4.37 4.36 4.36 4.36 4.37 4.37 4.36 

3 Management risk 3.07 3.06 3.06 3.06 3.06 3.06 3.06 3.06 

4 Fluctuations risk 2.95 2.95 2.95 2.95 2.95 2.95 2.95 2.95 

France- CRD index III 

1 Business risk  14.24 14.2 14.24 14.23 14.23 14.22 14.2 14.33 

2 Operational risk   3.63 3.63 3.63 3.63 3.63 3.63 3.63 3.66 

3 Management risk 3.45 3.44 3.45 3.45 3.45 3.45 3.44 3.48 

4 Fluctuations risk 3.64 3.63 3.64 3.64 3.64 3.64 3.63 3.66 

Italy- CRD index III 

1 Business risk  6.19 6.19 6.19 6.19 6.19 6.19 6.19 6.19 

2 Operational risk   1.34 1.35 1.34 1.34 1.34 1.35 1.35 1.35 

3 Management risk 1.35 1.35 1.35 1.35 1.35 1.35 1.35 1.35 

4 Fluctuations risk 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.30 

As indicated in Table 5.9, disclosures about different risk types are enhanced across 

European countries; likewise, looking forward and negative risk disclosure gained the 

highest interest among the tested samples. 

5.5. Concluding Remarks  

This chapter discussed the main methods of collecting qualitative data on risk disclosure, 

and AHP required data to prioritise the main attributes of risk disclosure indices. It covered 

the steps of applying AHP and how to prioritise these attributes based on academic 

initiatives. Furthermore, automated content analysis via NVivo 12 Plus and how to reduce 

data to quantify the risk disclosure practices are introduced in the third section, which is 
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used to explain variations in risk reporting between firms and across countries in the 

following chapter, Chapter Six.  

In the next chapter, the pilot study on a number of companies across the UK, Germany, 

France and Italy is introduced so as to report the degree to which there are significant 

differences in either firms’ risk disclosure contents or the progress of risk disclosure within 

and across the countries. 
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Chapter Six: Pilot Study of the Differences in Corporate Risk 

Disclosures  

6.1. Overview 

Based on the analysis introduced in Chapter Five, the current chapter aims to determine 

whether there are significant differences in firms’ risk disclosure levels across the UK, 

German, French, and Italian firms. To this end, computerised content analysis and 

multilevel analysis are applied to 10 non-financial firms in each country. The results of 

multivariate analysis of variance (MANOVA) reveal significant differences between 

firms’ risk disclosure levels across the UK, Germany, France, and Italy during the period 

2012-2018. Therefore, the pilot study presented in this chapter seeks to validate the self-

constructed risk disclosure indices (e.g. 𝐶𝑅𝐷 𝐼_𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦, 𝐶𝑅𝐷 𝐼𝐼_𝑆𝑐𝑎𝑙𝑒, and 

𝐶𝑅𝐷 𝐼𝐼𝐼_𝐴𝐻𝑃) at an earlier stage, and investigate whether there are significant differences 

between risk disclosure levels within and across EU companies. This chapter is structured 

as follows. Section 6.2 discusses the method of the pilot study, Section 6.3 reveals the 

empirical results, and Section 6.4 makes concluding remarks. 

6.2. The Pilot Study’s Method and Statistical Analysis 

The primary objective of this chapter is to identify the main gaps in risk disclosure levels 

both within firms and across countries. In order to avoid bias in the analysis, 40 non-

financial companies were randomly selected in 2012 and 2018 by random sampling. 

Annual reports are the central basis of research data; these reports were obtained from 

databases and websites for security markets. In addition to this, DataStream is used to 

obtain market data of the listed companies as well as market data of selected firms 
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Automated content analysis (e.g., NVivo 12 Plus and CFIE) tools were used to capture risk 

disclosure items and address the tone and behaviour of risk disclosure within the annual 

reports.  

Detailed descriptions of the quantity and quality variables of risk disclosures were 

described in Chapter Five. It was determined whether words with the 𝐶𝑅𝐷 𝐼_𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦, 

𝐶𝑅𝐷 𝐼𝐼_𝑆𝑐𝑎𝑙𝑒, and 𝐶𝑅𝐷 𝐼𝐼𝐼_𝐴𝐻𝑃, as shown in Table 5.1 and Table 5.2, are in use. An 

intensive text search is conducted using NVivo 12 Plus and CFIE for 40 annual reports 

collected randomly from the selected countries.  

As a part of this chapter, descriptive analysis, reliability and validity analysis, as well as a 

one-way multivariate analysis of variance (MANOVA), have been conducted in order to 

determine whether there are significant differences in risk disclosure quantity and quality 

across selected EU countries.  

The pilot study consists of four independent samples across four countries (the UK, 

Germany, France, and Italy) over a period of seven years. The selected years were used to 

measure differences in risk disclosure levels within and across EU countries. Moreover, 

the underlying assumptions of MANOVA were also tested as follows.  

First is the assumption of normality, which is related to the risk disclosure extent values 

being normally distributed. This assumption might be statistically examined by using 

either Kolmogorov-Smirnov or Shapiro-Wilks. In both tests, the null hypothesis should be 

accepted if the p-value is above one of the three common acceptable significance levels of 

10%, 5% or 1%.  

Second, the assumption of homogeneity, the null hypothesis of this assumption, which 

assumes that each group of the four countries has the same variance on risk reporting 
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levels. This hypothesis may be statistically examined using Levene's test, which allows 

acceptance or rejection of the null hypothesis based on the deviation from the average, 

median, or adjusted median for each dependent variable. If the results of Levene’s test are 

significant (p-values are less than the significance level of .05), the variances are 

significantly different in different groups; the null hypothesis should therefore be rejected. 

Obviously, the MANOVA results might either suggest significant or non-significant 

differences in risk disclosure quantity and/or quality within and between firms in such 

countries.  

If the results suggest significant differences in risk disclosure variables, the Bonferroni and 

Tamhane tests can be utilised to investigate which pair of countries these differences occur 

(the UK and Germany; the UK and France; the UK and Italy; Germany and France; 

Germany and Italy; France and Italy). The first test supposes that the variances of risk 

disclosure variables in each group are equal; however, the second test gives the same result 

if the variances are not equal.   

As one of the post hoc actions after calculating the final risk disclosure scores, we will 

perform three activities. First, we conduct the reliability scale analysis in order to test the 

reliability of the risk disclosure quantity and quality scores. Second, we investigate the 

validity of risk disclosure quantity and quality indices and their components through 

conducting correlation analysis. Third, the Multivariate analysis is carried out to 

investigate whether there are significant differences in risk disclosure quantity and quality 

among the European countries over the years from 2012 to 2018.  
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6.2.1. Descriptive analysis of the differences in risk disclosure levels  

Table 6.1 demonstrates the significant differences in the quantity of risk disclosure based 

on CRD I_Quantity index over 80 firm-years observation for the four countries. As 

mentioned in column 4, risk disclosure volume increased across the four countries, and 

there are big variances among them in terms of risk disclosure levels. UK companies varied 

in risk disclosure levels during 2012 and 2018, whose mean risk disclosure quantity in the 

UK is 202.46 compared with 305.30 respectively; this is due to the UK  Brexit decision 

and its impact on economic and business conditions in Europe. Generally, French firms 

and German firms have decided to disclose more risk information over the years. For 

example, the level of risk disclosure of French firms during 2012-2018 was 299.17, 

compared with 168.67 for German firms. Meanwhile, Italian firms have been motivated to 

disclose more information about risk (76.79). 

Table 6.1. Descriptive statistics for risk disclosure quantity based on CRD I_Quantity 

index  

Country 2012 2018 2012-2018 

UK Mean  202.46 305.30 254.64 

Median  53.50 111.00 83.36 

Variance 163.578 236.93 197.17 

Min. 0 0 0 

Max. 419 668 547.86 

Germany Mean  162.86 183.12 168.97 

Median  45.00 63.00 52.43 

variance 155.357 144.31 144.25 

Min. 0 0 0 

Max. 169 218 229.43 

France Mean  254.05 342.07 299.17 

Median  64.00 114.00 95.36 

variance 245.418 365.97 295.68 

Min. 0 0 0 

Max. 508 696 623.29 

Italy Mean  71.73 80.94 76.79 

Median  .00 4.00 2.57 

variance 116.414 119.47 118.71 

Min. 0 0 0 

Max. 197 386 285.14 

Obs. 40 40 280  
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Moreover, Table 6.2 reveals that the extent of risk disclosure is notably different among 

the 40 EU firms. It can be concluded that the annual reports of the 10 UK firms are likely 

to disclose more risk information with a mean value of 839.196 (35.6%). This volume 

ranges from a minimum of 0 to a maximum of 1834 words (37.6%) with a standard 

deviation of 481.09 (30.37%) text words. In addition, a significant volume of risk 

information appears in German and French annual reports, with the mean values of 773.67 

(32.8%) and 660.65 (28.03%), and the maximum values of 1539 (31.5%) and 1288 

(26.4%), respectively. 

Italian firms disclose less risk information than UK, German, and French firms, with a 

mean value of 83.33 (3.5%), a maximum value of 218 (4.5%), and a standard deviation of 

45.8 (2.9%). On the other hand, and concerning the risk disclosure topics, Table 6.2 

reported that the EU annual reports for the tested firms are more likely to disclose 

information related to operational, management and fluctuation risks. Operational risk 

disclosure varied among the UK, German, French, and Italian annual reports with average 

values of 1015.3 (36.7%) and 849.63 (30.72%), 792.829 (28.67%), and 107.699 (3.9%), 

respectively. In addition, there are differences among the four EU countries regarding 

management risk disclosure, with mean values of 957.66 (35.58%), 820.131(30.47%), 

781.829 (29.049%), and 131.796 (4.89%), respectively. However, fluctuation risks are 

varied with mean values of 1017.97 (36.2%), 1038.964 (36.9%), 736.711 (26.2%), 18 

(0.64%), respectively. The information related to the business risks was the lowest 

disclosure item in the EU annual reports for 40 firms with average values of 365.86 

(31.57%), 385.95 (33.30%), 331.21 (28.58%), and 75.831 (6.54%).  

These results coincide with the results of the prior literature (Achmad et al., 2017; Amran 

et al., 2009; Deegan, 2002; Elamer et al., 2019;  Elzahar & Hussainey, 2012; Greco, 2012; 

Ibrahim & Hussainey, 2019; Ntim et al., 2013;  Oliveira et al., 2011). As a result, risk 
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disclosure sections in the annual reports often focus on operational and management risks 

and provide strategic information to all stakeholder groups about how they manage risk. 

Also, these findings are consistent with the arguments of the adopted multi-theoretical 

framework. The extent of risk disclosure in the annual reports also indicates how firms 

manage their risks to gain critical resources (resource-dependence theory), stakeholders’ 

confidence (stakeholder theory), social acceptance (institutional theory), and legitimacy 

(legitimacy theory).  

Table 6.2. Descriptive statistics for risk disclosure sub-items quantity based on CRD 

I_Quantity index 

 Obs. Min. Max. Mean Std. Deviation 

UK 80 .00 1833.75 839.196 481.09 

Germany 80 .00 1539 773.667 378.2 

France 80 .00 1287.75 660.645 678.93 

Italy 80 .00 218.50 83.331 45.81 

UK BR 80 .00 842 365.86 213.234 

OR  80 .00 2568 1015.30 626.618 

MR 80 .00 2146 957.66 571.762 

FR 80 .00 2182 1017.97 566.038 

Germany BR 80 .00 799 385.95 193.633 

OR  80 .00 1650 849.63 439.84 

MR 80 .00 1759. 820.131 441.289 

FR 80 .00 2088 1038.964 512.665 

France BR 80 .00 863 331.21 318.903 

OR  80 .00 1578 792.829 318.903 

MR 80 .00 1855 781.829 840.571 

FR 80 .00 1373 736.711 690.55 

Italy BR 80 .00 184 75.831 37.683 

OR  80 .00 335 107.699 87.003 

MR 80 .00 459 131.796 90.700 

FR 80 .00 103 18.00 22.619 

 

On the other hand, management for European firms uses different tones to communicate 

information about their risks. Table 6.3 reports the main differences among 40 EU firms 

based on the point scale risk disclosure index (CRD II_Scale) applied using the CFIE 

software from 2012 to 2018. The CFIE software was primarily developed for the UK 
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companies to measure the negative, positive and looking-forward tone in the risk 

information as a whole. Using this software, the risk words were coded on a scale of ‘0’ to 

‘6’. A score of ‘0’ refers to there being no risk disclosure in the annual reports; however, 

a score of ‘6’ is assigned to the complete risk information, containing all dimensions of 

risk disclosure (e.g., historical/ Forward-looking, quantitative/ qualitative/ positive/ 

negative).  

From 2012 to 2018, the UK entered the stage of Brexit from the European Union, and this 

decision may affect the tone of risk disclosure in the EU annual reports. As indicated in 

Table 6.3, risk disclosure quality increased across the years, and there are big variances 

among EU countries in terms of risk disclosure quality. The UK and German firms used 

different tones of risk disclosure in their annual reports in 2012 and 2018, with a mean 

value of 0.32 and 0.31, respectively. Also, French firms are varied in the tone of risk 

information over the years, with a mean value of 0.24. Meanwhile, Italian firms are the 

lowest among the EU countries in using different tones of risk disclosure over the years, 

with a mean value of 0.08. 
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Table 6.3. Descriptive statistics for risk disclosure quality based on CRD II_Scale index  

Country 2012 2018 2012-2018 

UK Mean  0.26 0.36 0.32 

Median  0.26 0.37 0.34 

Variance 0.02 0.02 0.02 

Min. 0.006 0.007 .01 

Max. 0.47 0.51 .52 

Germany Mean  0.3 0.36 0.31 

Median  0.32 0.37 0.34 

Variance 0 0 0.01 

Min. 0.19 0.28 0.19 

Max. 0.39 0.43 0.43 

France Mean  0.17 0.32 0.24 

Median  0.11 0.4 0.27 

variance 0.03 0.03 0.04 

Min. 0 0 0 

Max. 0.48 0.48 0.48 

Italy Mean  0.07 0.09 0.08 

Median  0.07 0.11 0.07 

variance 0 0 0 

Min. 0.056 0 0 

Max. 0.1 0.12 0.12 

Obs. 40 40 280  

Table 6.4 reports the descriptive statistics of the risk disclosure behaviour for 40 EU firms 

based on the point scale risk disclosure index (CRD II_Scale). As mentioned in Table 6.4, 

it can be concluded that risk disclosure largely concentrated on historical, qualitative, 

looking forward, and positive oriented risk words: 32.25%, 66%, 52.75%, and 62% of risk 

disclosure words for the UK, German, French, Italian pilot firms respectively. Historical 

risk information compared to forward-looking information represent 20.75%, 11.25%, 

16.5%, and 11.5%, respectively, and 25.25%, .5%, 13% and 4.75%. Most of this 

information is narrative or qualitative information with mean values of 50.75%, 14.75%, 

21%, and 19%, respectively.  

These findings are in line with the prior risk disclosure studies and support the arguments 

of the stakeholder and legitimacy theories. Managers could communicate higher levels of 
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positive and forward-looking information to legitimise their performance by discussing 

risk management and current and future performance in order to build stakeholders' trust 

and gain social acceptance and legitimacy (Amran et al., 2009; Elamer et al., 2019; Lajili 

& Zeghal, 2009; Linsley & Shrives, 2006; Ntim et al., 2013; Oliveira et al., 2011).    

 

Table 6.4. Descriptive Statistics for risk disclosure behaviour based on CRD II_Scale 

index 

Country       

Risk disclosure 

tone Obs. Min. Max. Mean Std. Deviation 

UK Quantitative 80 6 26 18.5 9.574 

Qualitative 80 28 52 50.75 11.843 

Negative 80 15 33 25.5 7.7244 

Positive 80 14 38 25.25 13.048 

Forward 80 6 35 20.75 13.524 

Historical 80 14 44 32.25 12.868 

Germany Quantitative 80 0 1 0.75 0.5 

Qualitative 80 0 25 14.75 10.813 

Negative 80 0 1 0.5 0.577 

Positive 80 0 1 0.5 0.5773 

Forward 80 0 24 11.25 12.526 

Historical 80 0 67 66 0.8165 

France Quantitative 80 2 5 2.75 1.5 

Qualitative 80 5 29 21 10.832 

Negative 80 3 15 8.5 5.508 

Positive 80 3 21 13 7.832 

Forward 80 12 23 16.5 4.655 

Historical 80 44 60 52.75 6.898 

Italy Quantitative 80 0 3 0.75 1.5 

Qualitative 80 8 25 19 7.788 

Negative 80 1 10 6.75 4.031 

Positive 80 0 14 4.75 6.396 

Forward 80 8 18 11.5 4.509 

Historical 80 56 67 62 4.966 

Furthermore, Table 6.5 describes the main differences among European firms in terms of 

risk disclosure quality measured by the weighted risk disclosure index (CRD III_AHP) (see 

the formula (3) in Section 5.4.). As clear from column 5, EU annual reports are varied in 
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the degrees of risk disclosure quality. Both the UK and German firms disclosed high-level 

quality risk disclosure in their annual reports in 2012 and 2018, with a mean value of 28.2 

and 23.94, respectively. Also, French and Italian firms are varied in the level of risk 

information quality over the years, with a mean value of 19.54 and 11.46. The degree of 

risk disclosure quality relatively increased from 2012 to 2018 for the four EU countries, 

with mean values of  23.13, 22.5, 13.74, and 9.24 compared with 29.92, 28.35, 25.84, 

11.01, respectively.  

Table 6.5. Descriptive statistics for risk disclosure quality based on CRD III_AHP index  

Country 2012 2018 2012-2018 

UK Mean  23.28 29.92 28.2 

Median  23.61 32.28 30.37 

Variance 119.71 113.37 91.03 

Min. 1.6389 1.6389 1.64 

Max. 35.81 41.87 42.15 

Germany Mean  22.51 28.35 23.94 

Median  23.87 29.19 26.12 

variance 80.3 21.3 55.93 

Min. 0 18.87 0 

Max. 31.25 35.4 34.55 

France Mean  13.74 25.84 19.54 

Median  5.66 30.68 13.25 

variance 253.48 326.86 326.54 

Min. 0 0 0 

Max. 44.97 44.97 44.97 

Italy Mean  9.24 12.01 11.46 

Median  11.24 11.7 11.27 

variance 25.86 52.97 17.51 

Min. 0 0 0 

Max. 14.37 22.33 22.33 

Obs. 40 40 280  

Table 6.6 reports the descriptive statistics of risk disclosure quality under the AHP-based 

index for 40 EU firms. As indicated in Table 6.6, the maximum rates of the quality in risk 

items are 43.61, 50.001, 45.398, and 39.278 in the UK, Germany, France and Italy, 

respectively, compared with 23.728, 21.232, 23.875 and 8.852 during 2012 and 2018. 
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Likewise, business risks are largely focused on in the annual reports by 13.397, 12.1277, 

10.979, and 6.0093 in Germany, the UK, France and Italy, respectively. By comparison, 

operational risks were CRD index II scored by 4.522, 4.253, 3.478, and 1.241. The mean 

values of the management risks, on the other hand, are 4.017, 3.197, 3.533, and 1.30059523 

for the UK, Germany, France and Italy, respectively, whereas fluctuation risks are 3.072, 

2.802, and 3.466, 0.302, respectively. 

In terms of the considerable risk types among countries, the researcher found that all four 

risk disclosure types are included in the annual reports to different degrees. Firms in the 

UK cover all types of risk by a maximum of 26.222, 11.846, 8.357, and 5.833, respectively, 

compared with 22.944, 18.333, 10.833, and 5.833, respectively. In Italy, the maximum 

scores for business, operational, management and fluctuation risks are 16.3889, 14.949, 

2.571, and 1.1667.  

Overall, we conclude that the narrative disclosure sections in the UK and France tend to 

focus on risk disclosure in different forms. They are followed by the German companies, 

whereas the Italian firms tend to focus less on risk disclosure within their annual reports. 

These findings are consistent with previous research (e.g., Achmad et al., 2017; Elzahar 

and Hussainey, 2012; Greco, 2012; Ibrahim et al., 2019; Ibrahim & Hussainey, 2019; Ntim 

et al., 2013; Oliveira et al., 2011). In addition, risk disclosure sections in annual reports 

primarily focus on non-financial risk disclosures, particularly disclosure concerning 

operational and management risks during periods.  

These results also align with theories of legitimacy, which argue that managers tend to 

communicate with all stakeholders about the ability to manage risks to gain legitimacy 

(Amran et al., 2009; Deegan, 2002; Elshandidy, 2011; Ntim et al., 2013; Oliveira et al., 
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2011), to improve firms' reputation and image (institutional theory) to enhance 

stakeholders' confidence (stakeholder theory), and to help them gain critical resources 

including finance and contracts (resource dependency theory).    
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Table 6.6. Descriptive statistics for risk disclosure sub_categories by country based on 

CRD III_AHP Index  

 Obs. Max. Mean Std. Deviation 

The UK BR 70 22.944 12.127 2.825 

OR 70 18.333 4.522 1.783 

MR 70 10.833 4.017 1.647 

FR 70 5.833 3.0721 1.308 

Germany BR 70 21.31 10.979 4.783 

OR 70 11.28 4.253 1.814 

MR 70 7.429 3.197 1.479 

FR 70 5.833 2.802 1.476 

France BR 70 29.50 13.397 10.314 

OR  70 5.076 3.479 2.064 

MR 70 5.571 3.534 2.326 

FR 70 5.250 3.466 2.158 

Italy BR 70 16.39 6.009 2.881 

OR 70 14.95 1.241 2.352 

MR 70 2.571 1.301 .5629 

FR 70 1.166 .3015 .2798 

 

6.2.2. The reliability and validity of risk disclosure scores 

This section aims to evaluate the validity and reliability of the practical model. This step 

confirms the quality of the empirical results of the practical model and increases the ability 

to generalise the results. Thus, this section emphasises testing the reliability and validity 

of the data used to construct the three leading risk disclosure indices. 

6.2.2.1 The reliability of risk disclosure scores 

Field (2009) and Sekaran (2003) defined reliability as the ability of a developed and/or 

functional instrument to interpret the concept consistently across situations and different 

researchers. Cronbach's Alpha measures the internal consistency of the risk disclosure 

index and its components, with values ranging from 0 to 1. There is no consensus on an 

acceptable level of Cronbach's alpha to indicate reliable internal consistency and validity 

of an instrument among researchers in social science (Bryman, 2004; Smith et al., 2008). 
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However, Morgan et al. (2005) suggested that 0.70 or above is a generally accepted 

minimum value of Cronbach's alpha as a reliable indicator.  

Panel A. of Table 6.7 shows that Cronbach's Alpha based on Standardised risk disclosure 

items is 93.8%. The results signify that inter-consistency between business, operational, 

management and fluctuation risk disclosure scores is higher than the generally accepted α 

(e.g., 70% of social science) (Bryman, 2004). Moreover, Panel B of Table 6.5 concludes 

that Cronbach’s coefficient Alpha for OR, MR, FR, and BR categories are 0.908, 0.882, 

0.891, and 0.966, respectively. Accordingly, there is no Cronbach alpha value if the item 

deleted is greater than aggregated α on the one hand, and the sub-items used to measure 

the extent of risk disclosure are internally consistent at the acceptable level on the other 

side. Therefore, the results seem to strongly support the idea that risk disclosure items are 

reliable.  

Table 6.7. Reliability statistics of risk disclosure scores 

 

Panel A: Reliability Statistics 

Cronbach's 

Alpha Cronbach's Alpha Based on Standardised Items N of Items 

.938 .972 4 

Panel B: Item-Total Statistics 

  Corrected Item-Total Correlation 

Squared 

Multiple 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

BR  .903 .850 .966 

OR  .921 .888 .908 

MR  .961 .940 .882 

FR  .935 .926 .891 

  

6.2.2.2. The validity of risk disclosure scores 

Validity as a measure of the quality of the risk disclosure scores means that the content and 

the construct of the developed instrument (CRD I_Quantity as an example) measures what 

exactly it sets out to measure (Field, 2009). In this section, we highlight the construct 
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validity of the risk disclosure index. Through correlation analysis, we can verify whether 

the risk disclosure scores are consistent with theoretical expectations and practical 

evidence. A number of prior studies (e.g., Omran et al., 2008; Sekaran, 2003) applied the 

correlation analysis in order to test the validity of the developed indices. Following these 

studies, and to ensure that the three self-constructed risk disclosure indices (e.g., CRD 

I_Quantity, CRD II_Scale, and CRD III_AHP) are consistent with the theoretical 

expectations, the Pearson correlation is used to measure the correlation coefficient across 

the UK, Germany, France and Italy. Using the CRD I_Quantity, CRD II_Scale, and CRD 

III_AHP indices, Table 6.8 shows that business, operational, management, and fluctuation 

risks are significantly associated with total risk disclosure quantity and quality.  

These findings are consistent with Abraham & Cox (2007), Elshandidy (2011), Hassan 

(2008), and Linsley & Shrives (2006). Almost all the components of all risk disclosure 

indices are statistically significant (p<.001). Moreover, confirming that CRD I_Quantity, 

CRD II_Scale, CRD III_AHP and its components are valid measures for this study. The 

results also reveal that the indices of the different corporate governance categories are 

correlated to each other. 
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Table 6.8. Correlation matrix for CRD I_Quantity, CRD II_Scale, and CRD III_AHP 

indices 

Panel A.  Correlation matrix for CRD I_Quantity 

Correlation 

coefficient 

CRDI_Quant

ity 

BR_Quant

ity 

OR_Quant

ity 

MR_Quant

ity 

FR_Quant

ity 

CRDI_Quantity 1     

BR_Quantity 0.94** 1    

OR_Quantity 0.95** 0.84** 1   

MR_Quantity 0.98** 0.92** 0.9** 1  

FR_Quantity 0.96** 0.92** 0.85** 0.92** 1 

 

Panel B. Correlation matrix for CRD II_Scale 

Correlation coefficient CRD II_Scale BR_Scale OR_Scale MR_Scale FR_Scale 

CRD II_Scale 1     

BR_Scale 0.45** 1    

OR_Scale 0.93** 0.59** 1   

MR_Scale 0.81** -0.1 0.66** 1  

FR_Scale 0.93** 0.14** 0.81** 0.89** 1 

 

Panel C. Correlation matrix for CRD III_AHP indices 

Correlation coefficient CRD III_AHP BR_AHP OR_AHP MR_AHP FR_AHP 

CRD III_AHP 1     

BR_AHP 0.97** 1    

OR_AHP 0.7** 0.56** 1   

MR_AHP 0.93** 0.86** 0.65** 1  

FR_AHP 0.87** 0.8** 0.5** 0.91** 1 

Notes: This table explains the correlation coefficient of the relationship between risk disclosure index and 

its components, where, CRD I_Quantity: corporate risk disclosure Index for measuring the risk disclosure 

quantity; CRD II_Scale: corporate risk disclosure Index for measuring the quality of risk disclosure using 

(0-6) point scale; CRD III_AHP: weighted corporate risk disclosure Index for measuring the quality of risk 

disclosure using different weights assigned using AHP technique; BR_Quantity: business risk information 

quantity; BR_Scale: business risk information quality based on CRD II_Scale index; BR_AHP: business risk 

information quality based on CRD II_AHP index OR_Quantity, OR_Scale, and OR_AHP: are the 

operational risks based on CRD I_Quantity, CRD II_Scale, and CRD III_AHP indices; MR_Quantity, 

MR_Scale, and MR_AHP: are management risks based on CRD I_Quantity, CRD II_Scale, and CRD 

III_AHP; FR_Quantity indices, FR_Scale, and FR_AHP: are the fluctuation risks based on CRD I_Quantity, 

CRD II_Scale, and CRD III_AHP indices. 

*, ** indicate Statistical significance at 0.1 and 0.05, respectively.  
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6.3. Results of Multivariate Analysis (MANOVA) of the Pilot Sample 

6.3.1. Assumptions of MANOVA test 

Based on the linearity and homogeneity assumptions test, the results indicate that risk 

disclosure quantity (CRD I_Quantity) across EU countries are normally distributed (See 

Panel A and Panel B of Table 6.9), which confirms the assumption of linearity. In terms 

of equality of variance, on the other hand, the results of Levene’s test are significant across 

the European countries in terms of risk disclosure quality, specifically for CRD I_ Scale at 

a p-value 0.061, and for CRD I_ AHP, at p-value 0.070 (Panel C of Table 6.7). This means 

that the differences in risk disclosure levels are significantly different in Europe, and 

Bonferroni test should be performed to identify which of those variances are significant.  

Likewise, the variances of risk disclosure quantity variables are significant in these 

countries, excluding business, management, and fluctuation risk. The assumption of 

homogeneity is confirmed for all variables except those that violate it. Therefore, the null 

hypothesis of equal variance would be rejected for business risk at a p-value 0.028 in 2012. 

There was an operational risk at a p-value 0.005 during 2018, a management risk at a p-

value 0.080, and finally, and fluctuation risk at a p-value 0.000 in 2018.  
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Table 6.9. Results of normality and homogeneity assumptions of MANOVA 

Panel A. Normality assumption’s test results of risk disclosure levels 

Risk type 

Group 

Kolmogorov-Smirnova Shapiro-Wilk 

2012 2018 2012 2018 

CRD I_Quantity France .200* .131* .248 .050 

Germany .026 .200* .077 .421 

Italy .200* .200* .609 .701 

UK .028 .028 .033 .033 

CRD I_ Scale  

 

France .200* .200* .052 .227 

Germany .200* .200* .524 .645 

Italy .146* .200* .051 .911 

UK .200* .199* .110 .050 

CRD I_ AHP  France .002 .017 .000 .058 

Germany .035 .200* .008 .386 

Italy .001 .000 .001 .000 

UK .028 .017 .014 .005 

 

Panel B. Normality assumption’s test results of Risk disclosure quantity 

Risk type 

Group 

Kolmogorov-Smirnova Shapiro-Wilk 

2012 2018 2012 2018 

BR France .027 .195* .020 .027 

Germany .200* .024 .317 .001 

Italy .026 .200* .020 .434 

UK .200* .062 .436 .015 

OR France .075** .111* .040 .046 

Germany .200* .200* .848 .592 

Italy .023 .200* .069 .530 

UK .200* .200* .332 .650 

MR France .061** .111* .033 .068 

Germany .200* .200* .859 .390 

Italy .200* .200* .604 .545 

UK .200* .200* .137 .939 

FR France .006 .041 .002 .005 

Germany .200* .001 .854 .001 

Italy .064** .200* .123 .222 

UK .200* .200* .459 .094 

* This is a lower bound of the true significance. 

 

Panel C: Homogeneity assumption’s results - Levene's Test of Equality of Error 

Variances 

 Sig 2012 2018 

CRD I_Quantity Gov_Score .499 .344 

Beta .808 .061* 

Current Ratio .530 .070* 

CRD I_ Scale  

 

Business Risks .028** .271 

Operational Risks .088* .005** 
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Management Risks .240 .080** 

Fluctuations Risks .156 .000*** 

CRD I_ AHP Business Risks .101 .000*** 

Operational Risks .200 .015** 

Management Risks .669 .258 

Fluctuations Risks .014** .067* 

 

Panel C indicates that there are significant differences between firms’ fluctuation risk 

across these four countries in 2012 at a p-value 0.014 that was between business, 

operational and fluctuation risk across countries in 2018 at a p-value 0.000, 0.015 and 

0.067, respectively. These variables support the assumption of homogeneity and suggest 

the use of the Bonferroni test if the results of multivariate analysis are significant. 

Nevertheless, there are no significant variances between the four European countries in 

terms of business, operational and fluctuation risk during 2012 and management risk 

during 2018. These variables troubled the assumption of homogeneity, and the null 

hypothesis should be rejected. 

6.3.2. Differences in firms’ risk disclosure quantity levels within and across the UK, 

Germany, France, and Italy  

Panel A. of Table 6.8 illustrates the differences among European firms in risk disclosure 

in 2012 and 2018. There are significant differences in CRD index components between the 

UK, German, French and Italian firms, mainly in the operational, management and 

fluctuation risks. These significant differences are followed by either Tamhane or 

Bonferroni tests to identify specifically in which two pairs of countries the differences exist 

and are significant, as shown in Panel B of Table 6.10. 

As shown in Panel B of Table 6.10, the Tamhane test reveals significant differences in 

management risk between the UK and German firms in the first period and between the 
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UK and French firms in the same period. Furthermore, the Tamhane test reveals significant 

differences in fluctuations risks between the UK, France, Germany, and Italy in 2012. The 

results also indicate that there are no significant differences in disclosing management risks 

neither during 2012 nor 2018 between French and German firms and between French and 

Italian firms. These results suggest that both French and German firms disclosed similar 

levels of management risks; also, fluctuation risks between Italian and French firms and 

between Italian and German firms during 2012 are similar. The Bonferroni test, as shown 

in Panel B of Table 6.10, reports that there are significant differences in business and 

operational risks across these four countries; these differences particularly exist between 

the UK and German firms and between the UK and French firms.  

The identical test indicates that there are no significant differences in business risks 

between UK and German, French and Italian firms in 2018. It can be concluded that firms 

across these four countries disclose similar levels of business risk, and there are no 

significant differences between the risk disclosure levels of UK, German, French and 

Italian firms.  
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Table 6.10. Results of differences in risk disclosure quantity during 2012-2018 

Panel A. MANOVA- Tests of between-subject effects 

Source 
Sig. 

2012 2018 

Group 

 

BR .000*** .110 

OR .001*** .000*** 

MR .011** .013** 

FR .001*** .000*** 

 

 

      Panel B. Post Hoc Tests-Multiple comparisons 

 

Dependent 

Variable 
(I) Group (J) Group 

2012 2018 

Difference (I-J) Sig. Difference (I-J) Sig 

BR – 

Bonferroni test 

UK France -373.00*** .000   

Germany -365.20*** .000 

Italy -136.20 .486 

Germany France -7.80 1.000 

Italy 229.00** .028 

UK 365.20*** .000 

France Germany 7.80 1.000 

Italy 236.80** .021 

UK 373.00*** .000 

Italy France -236.80** .021 

Germany -229.00** .028 

UK 136.20 .486 

OR – 

Bonferroni test 

France Germany 595.70 .113 68.40 1.000 

Italy 571.80 .142 -357.50*** .001 

UK 1101.50*** .000 21.00 1.000 

Germany France -595.70 .113 -68.40 1.000 

Italy -23.90 1.000 -425.90*** .000 

UK 505.80 .263 -47.40 1.000 

Italy France -571.80 .142 357.50*** .001 

Germany 23.90 1.000 425.90*** .000 

UK 529.70* .211 378.50*** .001 

UK France -1101.50*** .000 -21.00 1.000 

Germany -505.80** .263 47.40 1.000 

Italy -529.70 .211 -378.50*** .001 
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MR–Tamhane 

test 

 

 

 

 

 

 

 

 

 

France Germany 255.30 .871 166.90 .796 

Italy 383.50 .724 -128.60 1.000 

UK 810.00*** .036 -181.50 .618 

Germany France -255.30 .871 -166.90 .796 

Italy 128.20 .991 -295.50 .059 

UK 554.70* .025 -348.40*** .017 

Italy France -383.50 .724 128.60 1.000 

Germany -128.20 .991 295.50 .059 

UK 426.50 .414 -52.90 1.000 

UK France -810.00** .036 181.50 .618 

Germany -554.70** .025 348.40*** .017 

Italy -426.50 .414 52.90 1.000 

FR– Tamhane 

test  

France Germany -38.50 1.000 4.10 .376 

Italy 200.60 .967 -454.90** .033 

UK 779.80** .011 -1.30 .996 

Germany France 38.50 1.000 -4.10 .376 

Italy 239.10 .805 -459.00* .031 

UK 818.30*** .000 -5.40** .018 

Italy France -200.60 .967 454.90** .033 

Germany -239.10 .805 459.00** .031 

UK 579.20** .068 453.60** .033 

UK France -779.80** .011 1.30 .996 

Germany -818.30*** .000 5.40** .018 

Italy -579.20** .068 -453.60** .033 

 

This table explains the differences in companies’ risk disclosure levels across the UK, Germany, France and 

Italy from 2012 to 2018. *, **, *** indicate significance at 0.1, 0.05 and 0.01, respectively.  



150 

 

6.3.3. Differences in risk disclosure quality across the research sample   

Table 6.11 indicates that there are significant differences between a firm’s risk disclosure 

quality across the UK, Germany, France and Italy in 2012 and 2018 for operational risk, 

at a p-value of 0.053 and 0.004, respectively. This variable across the UK, Germany, 

France and Italy confirms the assumption of homogeneity and encourages the use of the 

Bonferroni test to identify in which pair of countries these significant differences exist 

(e.g., the UK with Germany; UK with France and UK with Italy). Nevertheless, there are 

no significant differences between the other variables, particularly in firms’ business, 

management and fluctuation risks across the UK, Germany, France and Italy.  

Table 6.11. Results of differences in risk disclosure quality 

subject effects-of between Tests -Panel A: MANOVA 

Source 

Sig. 

2012 2018 

Group 

 

BR .179 .152 

OR .053* .004** 

MR .649 .800 

FR .150 .427 

Panel B: Post Hoc Tests-Multiple comparisons 

Dependent 

Variable (I) Group (J) Group 

 

2018 

Mean Difference (I-J) 

 Bonferroni Sig. 

OR France Germany 1.40 .205 

Italy -.80  1.000 

UK 1.20  .404 

Germany France  -1.40  .205 

Italy -2.20**  .008 

UK  -.20  1.000 

Italy France  .80  1.000 

Germany 2.20** .008 

UK  2.00** .020 

UK France  -1.20 .404 

Germany .20 1.000 

Italy  -2.00**  .020 
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The question arises of whether the differences in firms’ risk disclosure levels are associated 

with the differences across the UK, Germany, France and Italy regarding disclosure 

regulations, corporate governance and/or countries' governance mechanisms. It has been 

argued that the levels of risk disclosure should be interpreted in light of monitoring 

mechanisms at the firm and country levels. As a result, the following chapters investigate 

the role of the corporate governance mechanisms, national governance mechanisms and 

other firm and country-specific characteristics. 

6.4. Concluding Remarks 

The main conclusion of the pilot study is that there are significant differences between the 

UK, German, French and Italian firms’ risk disclosure degrees. There has also been an 

argument that differences between European countries are due to differences in firms' risk 

disclosure components and motivations. GOV_Score is negatively related to operational 

and management risks in particular, but operational risks are likely to be correlated 

significantly and positively related to Beta. This result is consistent with the theoretical 

and empirical analysis of Abraham & Cox (2007), Elshandidy (2011), and Hassan (2008); 

Neifara & Jarboui (2018), Salem, Ayadi, and K. Hussainey (2019), Elamer, Ntim, and 

Abdou (2020), Mcchlery & Hussainey (2021), and Nahar & Jahan (2021). In this regard, 

high levels of risks motivate companies to disclose more/less about their risks and their 

strategy to manage risks. On the other hand, business and fluctuation risks are insignificant 

to motivate firms’ managers to provide high levels of narrative risk disclosure items. 

The findings of the pilot study contribute to the risk disclosure literature by providing clear 

empirical evidence that the quantity and quality of risk disclosure at the firm level are 

influenced by its components; however, it has been argued that the levels of risk disclosure 

should be interpreted in light of governance mechanisms, and national governance among 
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those countries. As a result, the following chapter examines the relationship between risk 

disclosure scores and firm and national governance mechanisms using a cross-country 

study. The longitudinal analysis is utilised to investigate the association between risk 

disclosure practices and multi-layer governance mechanisms across EU countries between 

2012 and 2018. 
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Chapter Seven: A Descriptive Analysis of Quantity and Quality 

of Risk Disclosure 

7.1. Overview 

Based on the results of the pilot study discussed in the previous chapter, there are 

significant differences in the degree of risk disclosure among companies from the UK, 

Germany, France and Italy. However, it has been argued that differences between 

European countries could be attributed to the differences in firms’ risk disclosure 

components and motivations related to risk disclosure. Therefore, the current chapter 

examines the degree of risk disclosure in terms of quantity and quality within European 

firms from 2012 to 2018. An automated content analysis of annual reports from 2012 to 

2018 was used for the entire research sample. Based on observations of 4851 non-financial 

firms from the UK, France, Germany, and Italy between 2012 and 2018.  

This chapter contributes to the existing literature in three distinct respects. Firstly, this 

chapter deploys a computer-based content analysis to examine the main attitude toward 

risk disclosure within and between four countries. Secondly, this chapter addresses the 

differences in risk disclosure within and across countries in view of the improving levels 

of risk disclosure by the reforms of government regulations across countries. Finally, this 

chapter concerns the extent of risk disclosure in the annual reports during years and across 

countries.  

7.2. Descriptive Analysis of Risk Disclosure Quantity across the 

European Countries during 2012-2018 

This section focuses on the main statistics of risk disclosure content by examining 

differences between four of the largest European countries. CRD index I indicates the trend 

in risk disclosure volume and quantity over time. Table 7.1 presents a summary of the 
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descriptive statistics for the risk disclosure quantity. The risk disclosure index I contains 

data for all tested firms as well as for each of the investigated tested years (2012-2018).  

The most important conclusions that emerge from the descriptive statistics in panel A of 

Table 7.1 are that risk disclosures and their quantity vary considerably across European 

countries over the past seven years. The volume of the overall risk information ranges from 

a minimum of 72.84 (3%) to a maximum of 860.95 (36%), with a median value of 727.55 

(30%) text words. Moreover, the amount of risk disclosures has slightly increased over the 

seven years. At the same time, European companies have disclosed a mean value of 653.03, 

551.56, 605.35, 601.07, 499.85, 597.14, and 530.88 risk words from 2012 to 2018, with a 

minimum level of 110.62, 98.19, 91.38, 89.53, 90.16, 82.23, and 72.84 risk words 

respectively over 2012-2018. The maximum volumes of risk words are 860.95, 794.47, 

852.57, 859.66, 708.18, 829.12, 835.5 risk words, respectively. This appears to support 

that the results are consistent with the prior studies of risk disclosure quantity (e.g., Greco, 

2012; Ntim et al., 2013; Raj & Handley-Schachler, 2009; Neifara & Jarboui, 2018; Salem, 

Ayadi, and K. Hussainey, 2019; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, 

and Moloi, 2020; Mcchlery & Hussainey, 2021; Isiaka, 2021; Nahar & Jahan, 2021).   

Panel B. of Table 7.1 summarises descriptive statistics of the risk disclosure quantity 

among firms within each country. The main findings suggested that the annual reports of 

the UK firms are likely to disclose more risk information, with an average of 841.32. This 

volume ranges from a minimum of 804.32 to a maximum of 880.89 text words. Although 

this change is only a small portion of the total quantity of risk disclosure over the seven 

years. The average volume of risk information disclosed during 2012, 2013, 2014, 2015, 

2016, 2017, and 2018 is 860.95, 880,89, 852.57, 859.66, 831,49 829.12, 804.32 words, 

respectively.  
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With respect to the risk disclosure items, we reported that annual reports are more likely 

to focus on the management, fluctuation, and operation risk items, with an average value 

of 1059.12, 1019, and 942.82 words. These results range from a minimum quantity of 

948.05, 967.46, and 921.41 words, respectively, to a maximum quantity of 1050.04, 

1039.43, and 992.09 words, respectively. The average quantity of the business risks was 

the bottom interesting risk item in the UK annual reports, with an average value of 360.35 

words, a minimum value of 355.36 and a maximum value of 374.   

German firms, as well, disclose a high volume of risk information with an average value 

of 829.88 words. This volume ranges from a minimum of 378.48 to a maximum of 1052 

text words. Above and beyond the steady increase in risk disclosure quantity over the seven 

years. The average volume of risk disclosure was 829.88, 794.47, 708.02, 726.17, 701.22, 

653.46, and 410.84 risk words, respectively. Concisely, the annual reports of the German 

firms are more likely to emphasise the fluctuation, operational and management risk items 

with an average value of 1052.14, 993.49, and 973.83 text words, respectively. These 

results range from a minimum quantity of 936.4, 839.3, and 794.79 risk words, 

respectively, although the maximum quantities are 1052.14, 1017.97, and 973.83 risk 

words, respectively. Also, the average quantity of the business risks was less disclosed in 

the German annual reports, with an average value of 357.43 risk words.  

Furthermore, the French firms disclosed risk information with an average of 836.64; this 

volume ranges from a minimum of 397.26 to a maximum of 1007.22 risk words. Yet the 

quantity of risk disclosure ravenously increased over time where the average values of the 

risk information disclosed from 2012 to 2018 are 926.89, 899.23, 855.14, 850.42, 798.96, 

778.5, and 747.38 risk words, respectively. Within France, non-financial firms are 

motivated to disclose more information about operational risks. The average quantity was 
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1007.22; these results range from a minimum quantity of 849.61 and a maximum quantity 

of 1045.39 text words. In this interim, the average quantity of the management risks was 

958.86, and the average quantity of fluctuation risks was 983.23. At the same time, the 

business risks were the lowest involved risk items in the French annual reports, with an 

average value of 397.26 text words. 

Italian firms, finally, lightly emphasise risk information with an average value of 90.71; 

this volume ranges from a minimum of 35.07 to a maximum of 117.19 text words. 

However, the quantity of risk disclosure fluctuated over the years, where the average 

values of the risk information disclosed from 2012 to 2018 were 110.62, 98.19, 91.38, 

89.53, 90.16, 82.23, and 72.84 words, respectively. 

 Management and fluctuation risks are the core items of the narrative risk disclosure 

sections for Italian firms, with an average value of 117.19 and 111.98 text words, 

respectively. These results range from a minimum quantity of 98.75 and 74.55, 

respectively, and a maximum quantity of 132.84 and 123.9, respectively. However, 

business and operational risks were less focused in the Italian annual reports, with an 

average value of 35.07 and 92.49 risk words, respectively.   

All in all, the European annual reports have focused on different types of risk disclosure; 

particularly, the UK and German firms are likely to disclose more risk information. 

However, the percentage of French and Italian firms is the lowest in incorporating the risk 

information in their annual reports. Also, the extent of risk disclosure is likely to improve 

gradually over time. In line with the risk components, management, operational, and 

fluctuation risks are the most serious concern among the European firms, whilst business 

risk items constitute the smallest percentage of risk disclosure. 



157 

 

Table 7.1. Summary of overall risk disclosure quantity 

Panel A. The overall risk disclosure quantity is based on word count distributed by country over seven years 

 

Panel B. The risk disclosure quantity distributed by main risk categories  

Country 

Overall-mean 

2012 2013 2014 2015 2016 2017 2018 CRD volume CRDI % 

UK   841.32 35% 860.95 880,89 852.57 859.66 831,49 829.12 804.32 

Germany  689.15 29% 829.88 794.47 708.02 726.17 701.22 653.46 410.84 

France  776.92 32% 926.885 899.2275 855.14 850.4175 798.96 778.5 747.375 

Italy  90.71 3.8% 110.62 98.19 91.38 89.53 90.16 82.23 72.84 

Total CRD quantity  2398 100% 653.025 551.56 605.3525 601.0725 499.8533 597.1375 530.875 

Mean 580.93 25 653.03 551.56 605.35 601.07 499.85 597.14 530.88 

Median 727.55 30 820.265 762.02 738.73 727.55 701.22 738.6 607.58 

Min 72.84 3 110.62 98.19 91.38 89.53 90.16 82.23 72.84 

Max 860.95 36 860.95 794.47 852.57 859.66 708.18 829.12 835.5 

STD 316.29 13.18 362.2 392.97 347.73 346.67 354.82 352.83 361.37 

Country Risk Reporting Item 

Overall 

2012 2013 2014 2015 2016 2017 2018 CRD volume 

 Business risks  360.35 374.09 371.87 356.75 360.97 347.31 355.36 356.12 

UK 

 

Operational risks  942.82 980.25 992.09 936.87 946.70 921.411 921.74 900.64 

Management risks  1059.12 1050.04 1106.29 1083.82 1094.72 1055.51 1039.38 984.05 

Fluctuations risks  1019.21 1039.43 1050.08 1032.82 1033.93 1001.75 999.99 976.46 

Total CRD quantity 841.32 860.95 880,89 852.57 859.66 831,49 829.12 804.32 

Country 

 

 

 

 

Risk Reporting Item Overall 2012 2013 2014 2015 2016 2017 2018 

CRD volume        

Business risk index  357.43 378.48 369.53 358.87 362.99 350.41 351.23 330.53 

Operational risks 888.30 973.83 965.44 876.82 894.49 862.27 850.48 794.79 

Management risks 950.53 993.49 1017.97 965.36 979.23 944.79 913.54 839.3 
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Risk Reporting Item Overall 2012 2013 2014 2015 2016 2017 2018 

 CRD volume        

Business risk index  35.07 38.93 36.02 35.02 36.89 33.32 32.36 32.97 

Italy 

 

Operational risks 92.49 112.21 105.65 98.02 87.16 85.89 80.33 78.19 

Management risks 117.19 131.57 132.84 120.94 109.05 122.01 98.75 105.18 

Fluctuations risks 111.98 123.9 109.64 112.96 125.72 119.7 117.42 74.55 

 Total CRD index I 90.71  110.62 98.19 91.38 89.53 90.16 82.23 72.84 

 

Germany 
Fluctuations risks 980.31 1052.14 1039.27 992.21 1002.24 972.1 936.4 867.81 

Total CRD index I 689.15 829.88 794.47 708.02 726.17 701.22 653.46 410.84 

 
Risk Reporting Item Overall 2012 2013 2014 2015 2016 2017 2018 

 CRD volume 430.07 413.98 406.48 407.93 383.12 371.78 367.46 

 Business risk index  397.26 1138.96 1101.57 1023.91 1007.63 945.01 930.75 902.75 

France Operational risks 1007.226 1045.39 1031.76 983.67 982.37 921.29 897.92 849.61 

 Management risks 958.8586 1093.12 1049.6 1006.5 1003.74 946.42 913.55 869.68 

 Fluctuations risks 983.23 430.07 413.98 406.48 407.93 383.12 371.78 367.46 

 Total CRD index I 836.64 926.89 899.23 855.14 850.42 798.96 778.5 747.38 
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7.3. Descriptive Analysis of Risk Disclosure Quality (CRD Quality index-

scale from 0 to 6) 

Since the results of the CRD index I, discussed in Table 8.1, only indicate the quantity of risk 

disclosure rather than the quality of disclosure through a focus on the tone/behaviour of risk 

disclosure, this section covers the tone of risk disclosure among the UK, German, French and 

Italian firms from 2012-2018 using the CFIE software. As previously mentioned in Chapter 

Six, the CFIE software was primarily developed for the UK companies to measure the negative, 

positive and forward-looking tone in the risk information as a whole. Also, this software can 

measure the quantity of uncertainty in the annual reports. For the purpose of measuring risk 

quality, the risk words were coded on a scale from 0 to 6. A score of 0 indicates that no risk 

information is disclosed in the annual reports, while a score of 6 indicates the entire disclosure 

of all risks. 

Table 7.2 provides the descriptive statistics of risk disclosure quality with respect to 

behaviour/tone. Risk words have been categorised into historical versus forward-looking, 

negative versus positive, and qualitative versus quantitative categories, and expressing all 

categories as a proportion of all CRD words. As obviously mentioned in Table 7.2, it can be 

concluded that EU firms largely disclosed qualitative, positive, and historical risk information. 

Generally, about 36.31%, 27.58%, and 25.25% of risk information are disclosed on qualitative, 

positive, and historical themes, respectively, compared with 14.54%, 13.73%, and 7.84% for 

negative forward-looking and quantitative themes. These findings are in line with the prior risk 

disclosure studies (Lajili & Zeghal, 2009; Linsley & Shrives, 2006; Oliveira et al., 2011; Ntim 

et al., 2013; Neifara & Jarboui, 2018; Salem, Ayadi, and K. Hussainey, 2019; Elamer, Ntim, 

and Abdou, 2020; Mcchlery & Hussainey, 2021; Nahar & Jahan, 2021). 
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On the other hand, the changes in the risk disclosure tone over the years (2012-2018) are mixed, 

and there is no clear change trend in terms of the UK Brexit. As indicated in Panel A. of Table 

7.2, we suggest that the looking forward disclosure initiated 12.8%, 13.71%, 10.97%, 11.25%, 

15.01%, 10.73%, and 11.31%. The historical risk information, however, constitutes 17.08%, 

15.39%, 15.68%, 16.87%, 19.13%, 29.91%, and 25% in 2012, 2013, 2014, 2015, 2016, 2017, 

and 2018, respectively. These results suggest predictable inconsistent changes in disclosure 

tone, which indicates that the risk tone has not necessarily changed because of the UK’s Brexit. 

Furthermore, the results of Panel B. show the differences in disclosure behaviour toward risk 

information within the UK, Germany, France and Italy. These results indicate that managers 

tend to disclose qualitative oriented risk information with an average of 32.78%, 32.39%, 

32.64% and 20.75%, respectively. Although positive oriented risk information with an average 

value of 25.12%, 21.93%, 24.55%, and 18. 57%, respectively. Also, the UK, German, French, 

and Italian firms are motivated to disclose historical oriented risk information with an average 

value of 15.49%, 14.15%, 13.81%, and 16.06%, respectively. These findings are consistent 

with the legitimacy theory perspective, which suggests that the European firms adapted the 

historical, positive and qualitative oriented risk information aiming to endorse corporate 

legitimacy and reputation. However, quantitative, forward-looking and negative-oriented risk 

information is important for stakeholders’ investing and finance decisions (Abraham & Cox, 

2007; Amran et al., 2009; Oliveira et al., 2011; Neifara & Jarboui, 2018; Salem, Ayadi, and K. 

Hussainey, 2019; Elamer, Ntim, and Abdou, 2020; Mbithi, Wang’ombe, and Moloi, 2020; 

Mcchlery & Hussainey, 2021; Isiaka, 2021; Nahar & Jahan, 2021)  
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Table 7.2. Summary of descriptive statistics of the disclosure tone of all Risk disclosure 

Panel A. Summary descriptive statistics of all risk disclosures quality as a percentage  

 Risk types and themes Overall 2012 2013 2014 2015 2016 2017 2018 

Historical  25.25 17.08 15.39 15.68 16.87 19.13 29.91 25 

Forward 13.73 12.8 13.71 10.97 11.25 15.01 10.73 11.31 

Positive 27.58 24.85 28.62 29.52 30.47 27.52 18.52 19.51 

Negative 14.54 13.58 12.97 14.1 13.48 14.88 10.68 11.8 

Qualitative 36.31 40.84 37.58 38.53 38.42 35.03 24.15 25.42 

Quantitative 7.84 7.93 7.12 6.89 6.38 7.56 6.01 6.96 

Total 100 100 100 100 100 100 100 100 

Panel B. Summary descriptive statistics of risk disclosures quality counts by country  

 Risk types and themes Overall 2012 2013 2014 2015 2016 2017 2018 

Total corporate risk disclosures for the UK firms 

Quantitative 5.26 6.12 5.92 6.39 5.12 5.03 4.76 4.82 

Qualitative 32.78 32.15 32.79 32.88 32.69 32.9 32.84 32.87 

Negative 12.31 11.4 12.28 12.88 12.05 12.44 12.26 12.46 

Positive 25.12 26.35 24.74 24.28 25.73 24.9 25.22 24.99 

Forward 9.04 9.61 9.78 9.22 8.69 9 8.88 8.84 

Historical  15.49 14.37 14.49 14.34 15.73 15.72 16.06 16.04 

Total 100 100 100 100 100 100 100 100 
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Total corporate risk disclosures for the German firms 

Quantitative 10.4 5.45 5.725 5.673 5.824 7.21 6.723 27.407 

Qualitative 32.39 33.93 34.8 34.902 37.891 33.64 32.479 23.589 

Negative 12.98 13.74 13.524 14.059 13.007 13.69 13.587 10.525 

Positive 21.93 23.34 22.595 22.418 21.394 22.33 23.121 19.585 

Forward 8.15 8.65 8.243 8.333 7.74 8.1 9.364 7.094 

Historical  14.15 14.9 15.114 14.614 14.145 15.03 14.725 11.801 

Total 100 100 100 100 100 100 100 100 

Total corporate risk disclosures for the French firms 

Quantitative 6.49 7.38 6.319 5.483 5.288 7.01 7.464 6.619 

Qualitative 32.64 38.37 31.884 33.65 32.45 31.06 31.769 32.372 

Negative 11.32 11.64 10.176 11.8 11.38 11.56 10.725 11.682 

Positive 24.55 14.53 24.316 26.376 26.367 25.01 25.075 24.741 

Forward 11.18 11.23 13.874 8.797 9.642 11.24 12.015 12.065 

Historical  13.81 16.85 13.431 13.894 14.874 14.11 12.952 12.522 

Total 100 100 100 100 100 100 100 100 

Total corporate risk disclosures for the Italian firms 

Quantitative 10.51 8.96 6.86 7.5 6.99 7.8 2.48 11.39 

Qualitative 20.75 30.95 32.03 31 31.02 6.08 1.77 16.33 

Negative 19.14 8.59 9.63 9.74 9.29 15.64 3.73 34.79 

Positive 18.57 28.66 28.97 28.52 29.91 8.83 1.13 12.53 

Forward 14.98 8.45 7.61 8.76 8.7 29.99 2.62 11.71 

Historical  16.06 14.38 14.9 14.47 14.08 31.65 1.16 13.25 

Total  100 100 100 100 100 100 100 100 
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7.4. Descriptive Analysis of Weighted Risk Disclosure Quality Based on CRD 

III_AHP Index 

Table 7.3 presents summary descriptive statistics of the quality of the risk disclosure based on 

the weighted risk disclosure index-AHP. Based on the CRD III, the risk disclosure can be 

observed with respect to four thematic risk disclosure categories (e.g., business risks (BR), 

operational risks (OR), management risks (MR), and fluctuation risks (FR)). A number of 

interesting findings emerge from the descriptive statistics. First, they suggest that there is a 

considerable degree of variation in the disclosures. For instance, (BR) ranges from 6.76% to 

27.44%, with an average value of 16.66% risk disclosure index score. Second, and consistent 

with previous CRD studies (Greco, 2012; Ntim et al., 2011), there has been a steady increase 

in corporate risk disclosures over time, where the average value of the risk disclosure index 

score is the same for the OR, MR, and FR by 16.67%. Whilst the OR disclosure scores range 

from 12.66% to 22.74%. Also, MR disclosure scores range from 5.16% to 25.40%, and FR 

disclosure scores range from 4.63% to 25.64%.  

These findings provide practical evidence supporting previous studies (e.g., Abraham and Cox, 

2007; Beretta & Bozzolan, 2004; Ntim et al., 2013; Neifara & Jarboui, 2018; Salem, Ayadi, 

and K. Hussainey, 2019; Mcchlery & Hussainey, 2021; Isiaka, 2021; Nahar & Jahan, 2021) 

that managers will disclose more information about their operational and management risks 

than business and fluctuation risks based on historical, forward-looking, negative, positive, and 

qualitative oriented risk information.  

On a comparative basis, risk disclosure levels across the UK, German, French, and Italian firms 

are highest in the case of MR and FR and least with respect to BR and OR. This is not surprising 

since, unlike the BR, MR, and FR, which contain 6, 7, and 4 disclosure items, respectively, the 

OR scope is broader, covering 13 disclosure items related to firms’ operations, performance 

and business ethics. Finally, Panel C. of Table 7.3 suggests a generally steady increase in the 
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risk disclosure over time. This indicates that risk disclosure behaviour during 2012-2018 was 

not uniquely different.  

The four risk information categories vary across the UK, Germany, France, and Italy. 

Meanwhile, business risks scored an average 23.47% (1323 words), 24.71% (1393 words), 

23.15% (1305 words), and 30.33% (1616 words). Also, the average score of operational risk 

varied in limit ranges; it scored 20.4%, 33.46%, 22.83%, and 23.31, respectively. Third, the 

management risk category across the four countries scored 19.11%, 31.25%, 21.88%, and 

27.76%. Finally, fluctuation risk scored 18.68%, 32.36%, 23.78%, and 25.19% respectively.  
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Table 7.3. Summary of the descriptive of the risk disclosure quality based on index III during 2012-2018 

Panel A. Statistics for overall risk disclosure quality index—%  

Risk disclosure behaviour/tone BR OR MR FR 

1 Risk disclosure focusing on Historical, Neutral and not time-oriented 25.056 20.099 23.166 26.643 

2 Risk disclosure focusing on Historical and forward-looking  21.128 13.646 21.484 20.928 

3 Risk disclosure focusing on Historical, forward-looking and negative  10.495 15.104 14.71 13.399 

4 Risk disclosure focusing on Historical, forward-looking, negative and Positive 6.757 12.664 10.079 7.8 

5 Risk disclosure focusing on Historical, forward-looking, negative, Positive and 

qualitative  
27.444 22.74 25.404 26.597 

6 Risk disclosure focusing on Historical, forward-looking, negative, Positive, 

qualitative and quantitative  
9.119 15.748 5.158 4.634 

Panel B. Statistics for risk disclosure quality —% distributed by country 

Risk disclosure items Overall CRD III 

  BR % OR % MR % FR % 

The UK number of firms/risk disclosure  

1 Historical, Neutral and no time oriented 214 14.27 538 19.35 780 22.53 1014 26.38 

2 Historical and forward-looking  58 3.87 354 12.73 586 16.93 680 17.69 

3 Historical, forward-looking and negative  210 14 536 19.28 718 20.74 694 18.05 

4 Historical, forward-looking, negative and positive 202 13.47 446 16.04 468 13.52 180 4.68 

5 

Historical, forward-looking, negative, positive 

and qualitative  
462 30.8 746 26.83 896 25.88 1182 30.75 

6 

Historical, forward-looking, negative, Positive, 

Qualitative and quantitative  
354 23.6 160 5.76 14 0.4 94 2.45 

 Total 1500 100% 2780 100% 3462 100% 3844 100% 

Germany-number of firms/risk disclosure   

1 Historical, Neutral and no time oriented 564 15.44 296 15.32 434 11.57 418 12.24 

2 Historical and forward-looking  914 25.03 223 11.54 737 19.64 701 20.52 
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3 Historical, forward-looking, and negative  637 17.44 229 11.85 693 18.47 607 17.77 

4 Historical, forward-looking, negative and positive 345 9.45 334 17.29 642 17.11 529 15.49 

5 

Historical, forward-looking, negative, positive, 

and qualitative  
625 17.11 441 22.83 749 19.96 683 19.99 

6 

Historical, forward-looking, negative, positive, 

Qualitative and quantitative  
567 15.53 409 21.17 497 13.25 478 13.99 

 Total 3652 100% 1932 100% 3752 100% 3416 100% 

France-number of firms/risk disclosure 

1 Historical, Neutral and no time oriented 936 31.01 447 22.35 726 26.59 832 28.62 

2 Historical and forward-looking  426 14.12 211 10.55 464 17 531 18.27 

3 Historical, forward-looking and negative  318 10.54 255 12.75 434 15.9 434 14.93 

4 Historical, forward-looking, negative and positive 230 7.62 205 10.25 250 9.16 301 10.35 

5 

Historical, forward-looking, negative, positive, 

and qualitative  
977 32.37 318 15.9 671 24.58 781 26.87 

6 

Historical, forward-looking, negative, Positive, 

Qualitative and quantitative  
131 4.34 564 28.2 185 6.78 28 0.96 

 Total 3018 100% 2000 100% 2730 100% 2907 100% 

Italy-number of firms/risk disclosure 

1 Historical, Neutral and no time oriented 1182 34.89 622 22.57 1186 33.41 1186 42.63 

2 Historical and forward-looking  1044 30.81 504 18.29 1112 31.32 798 28.68 

3 Historical, forward-looking and negative  48 1.42 410 14.88 140 3.94 0 0 

4 Historical, forward-looking, negative and positive 4 0.12 214 7.765 0 0 0 0 

5 Historical, forward-looking, negative, positive, 

and qualitative  

1108 32.7 648 23.51 1112 31.32 798 28.68 

6 Historical, forward-looking, negative, positive, 

Qualitative and quantitative  

2 0.059 358 12.99 0 0 0 0 

 Total 3388 100% 2756 100% 3550 100% 2782 100% 
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Panel C. Statistics for risk disclosure quality —% distributed by year 

Country 2012-2018 

 BR % OR % MR % FR % 

UK 1323 23.47 1323 20.4 1512 19.1 1512 18.68 

Germany 1393 24.71 2170 33.46 2472 31.3 2620 32.36 

France 1305 23.15 1481 22.83 1731 21.9 1925 23.78 

Italy 

1616 

 
28.67 1512 23.31 2196 27.8 2039 25.19 

Total 5637 100% 6486 100% 7911 100% 8096 100% 

7.6. Discussion and Summary 

This section provides a summary of the descriptive analysis of the risk disclosure quantity and 

quality from different angles: First, the UK and German annual reports are more likely to 

disclose more risk information. However, the percentage of French and Italian firms is the 

lowest in incorporating the risk information in their annual reports. Also, the extent of risk 

disclosure is likely to improve gradually over time. In line with the risk components, 

management, operational, and fluctuation risks are the most serious risk categories have been, 

whilst business risk items constitute the smallest percentage of risk disclosure. 

Second, risk disclosure in the EU annual reports is largely qualitative, positive, and historical 

information rather than negative, forward-looking and quantitative themes. Within and across 

the EU countries, the results reveal that Italian firms largely disclose historical-oriented risk 

information more than other EU countries. However, looking forward, risk disclosure is 

relatively low across countries. Also, the results of CRD III-AHP are consistent with the results 

of the CRD II-Scale, which indicates that EU annual reports are largely focused on qualitative, 

positive, and historical risk behaviour. However, 28% 0f UK firms are focused on 

historical/forward-looking, negative/positive, and qualitative tones. However, 26% and 20% 

of French and German firms are focused on historical/forward-looking, negative/positive, and 

qualitative risk information behaviour.  
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These results confirm the previous evidence, which suggests that managers tend to disclose 

historical, positive, and qualitative-based risk information due to promote firm legitimacy and 

reputation (Abraham & Cox, 2007; Amran et al., 2009; Oliveira et al.,2011;  Elamer, Ntim, 

and Abdou, 2020; Mbithi, Wang’ombe, and Moloi, 2020; Mcchlery & Hussainey, 2021; Isiaka, 

2021; Nahar & Jahan, 2021). These findings are consistent with the legitimacy theory 

perspective, which suggests that historical, positive and qualitative oriented risk disclosure 

endorses legitimacy and reputation. However, quantitative, forward-looking and negative-

oriented risk information is essential for stakeholders’ investing and finance decisions 

(Abraham & Cox, 2007; Amran et al., 2009; Isiaka, 2021; Mcchlery & Hussainey, 2021; Nahar 

& Jahan, 2021; Oliveira et al., 2011). 

Finally, a major policy implication that can be drawn from the analysis of the descriptive 

statistics is that regulatory authorities and policymakers need to pay greater attention to both 

the nature and format of risk disclosure. Specifically, regulatory authorities can improve risk 

reporting by encouraging managers to disclose more forward-looking, quantitative and 

monetary-oriented risk information that is likely to be more accurate, reliable, and relevant to 

stakeholders in their decision-making. 

Consequently, regulators and policymakers should pay more attention to both the nature and 

disclosure behaviour of risk information to support stakeholders’ confidence and make better 

decisions. So motivating managers to disclose more forward-looking and quantitative risk 

information that is likely to be more relevant to stakeholders is the appropriate way to improve 

the risk disclosure extent and behaviour. 
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7.6. Concluding Remarks 

This chapter reviewed the descriptive analysis of the risk disclosure scores measured by three 

main indices (e.g., CRD quantity index, CRD quality index-scale 0-6, and CRD weighted 

quality index). The main findings emerging from the descriptive statistics show that there is a 

considerable variation in the content of the risk disclosures and the quantity across European 

countries over the period 2012-2018. With respect to the risk disclosure items, the researcher 

reported that annual reports are more likely to focus on the management and fluctuation of risk 

/items. European firms are more interested in risk disclosure; particularly, the UK and Germany 

are likely to disclose more risk information. However, the percentage of French and Italian 

firms is the lowest in incorporating the risk information in their annual reports. Also, the extent 

of risk disclosure will likely improve gradually over time. 

Also, management, operational, and fluctuation risks constitute the deepest concern among the 

European firms, whilst business risk items constitute the lowest percentage of risk disclosure. 

Also, in terms of risk disclosure quality, the researcher recommends that risk disclosure 

primarily concentrates on qualitative, positive, and historical information. In contrast, changes 

in risk disclosure quality over time (2012-2018) are mixed, and no clear trend of change can 

be attributed to Brexit in the UK. The next chapter focuses on determining and analysing the 

impact of firm-specific characteristics and country-level factors that may influence risk 

disclosure volume, behaviour, and quality. 
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Chapter Eight: Empirical Results on The Determinants of Risk 

Disclosure Quantity and Quality Within EU countries 

8.1. Overview 

The previous chapter addressed the descriptive analysis of the quantity and quality of risk 

disclosure under different schemes (such as the CRD quantity index, CRD quality index 0-6, 

and the CRD weighted quality index). As described in the previous chapter, there is a 

significant variation in the content and quality of risk disclosures across European countries 

over the period 2012-2018. Therefore, the current chapter aims to identify the main 

determinants that contribute to the differences in risk disclosure quantity and quality within 

and between firms in four countries.  In this chapter, we address two major questions. The first 

pertains to how firm governance explains the quality and quantity of risk disclosures between 

firms across the four countries. The second deals with how specific mechanisms of governance 

influence the quality and quantity of risk disclosures in each country. This chapter is structured 

as follows. Section 8.2 discusses the descriptive statistics and multicollinearity test, Section 8.3 

reveals the results of the multivariate regression analysis for risk disclosure quantity, Section 

8.4 discusses the results of the multivariate analysis of the moderation effect of country-level 

governance, and, finally, Section 8.5 makes concluding remarks.  

8.2. Descriptive Statistics, Correlation Matrix and Multicollinearity Test 

8.2.1. Descriptive Statistics for UK, Germany, France, And Italy  

This section explores the descriptive statistics for all variables included in the multivariate 

analysis. Table 8.1 reports that there are considerable differences in risk disclosure quantity 

among EU countries, with mean values of 360.36, 352.57, 498.13, and 87.97, respectively (risk 

disclosure quantity). Also, the degrees of risk disclosure quality are different among EU 

countries, with mean values of 0.309, 0.267, 0.305, and 0.081, respectively (risk disclosure 

quality II) and 24.52, 21.70, 25.14, and 9.19, respectively (risk disclosure quality III).  
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Panel A. presents the statistics of the independent variables of the UK firms, and It can be seen 

that the average percentage of independent directors (Brd_Indep) is almost 52% for UK firms, 

ranging from a minimum of 0 to a maximum of 100%. This coincides with the 

recommendations of the European corporate governance codes regarding the need for greater 

diversity in the board of directors’ composition. However, the percentage of female directors 

(Brd_Gend) is relatively small, almost 21.28%. Additionally, there are almost 3.8% of female 

leadership in top management (F-Lead). This result does not support the corporate governance 

recommendations of gender diversity and women empowerment in top management. Risk 

committee (Risk_COM) existence within the UK firms is relatively small, where almost 0.9% 

of UK firms have a risk committee, whereas the percentage of independent and non-executive 

audit committee (AC) members for UK firms are 97.68% and 89.77% of AC members.  

Audit_Q suggests that over 97.58% of firms are audited by the big 4 audit firms with a standard 

deviation of 2.4. Also, the average percentage of GOV_Score is 52.6%, which ranges from 1.08 

to 96.05. Furthermore, the mean values of ownership structure are likely to be different among 

the European countries, which may decrease any potential bias in the sample selection. In 

specific, the mean values of the CON_OWM, MAN_OWN, FOR_OWN, GOV_OWN and 

INS_OWN for the UK firms are 78.69%, 5.6%, 9.68%, .4% and 10.12%, respectively. The 

maximum values are 100%, 81%, 77%, 26%, and 56%.  

Furthermore, BSIZE is between 3 and 22 with an average of 9 board members, whereas the 

mean value of DUAL suggests that 11% of the UK firms have duality in CEO and chairman 

positions. Also, the mean values for the other firm-specific characteristics, such as SIZE, LIQ, 

Beta, Sal_Growth, ROA, and LEV, are 6.1, 1.6, 1.3, 2.7, 8.6, and 0.21, respectively.  

Panel B. of the same table presents the statistics of the independent variables of the German 

firms; we can conclude that the average percentage of independent directors (Brd_Indep) is 
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almost 53.4% for UK firms, ranging from a minimum of 0 to a maximum of 100%. However, 

the percentage of female directors (Brd_Gend) is relatively small, almost 17% and almost 

0.006% of females are in leadership positions. The mean value of the Risk committee 

(Risk_COM) existence within the German firms is relatively less than the UK firms, where 

almost 0.5%, whereas the percentage of independent and non-executive audit committee (AC) 

members for German firms are 94% and 51% of AC members respectively.  

Audit_Q suggests that over 68% of firms are audited by the big 4 audit firms, and the average 

of the GOV_Score is 48.8%, ranging from 2.03 to 95.48. Furthermore, the mean values of 

ownership structure (CON_OWM, MAN_OWN, FOR_OWN, GOV_OWN and INS_OWN) 

for the German firms are 59.57%, 20.13%, 9.52%, 0.35%, and 3.5% respectively. Furthermore, 

BSIZE within the German firms ranges from 2 and 26 with an average of 8 board members, 

whereas the mean value of DUAL suggests that 13.6% of the German firms have duality in the 

CEO/chairman positions. Also, the mean values for the other firm-specific characteristics, such 

as SIZE, LIQ, Beta, Sal_Growth, ROA, and LEV, are 5.8, 1.95, 1.05, 9.3, 5.3, and 0.14, 

respectively.  

Panel C. and Panel D of Table 8.1 summarise the descriptive of the form governance 

mechanisms for French and Italian firms. As indicated, the independent directors (Brd_Indep) 

is almost 49.75% for French and 44.97% for Italian firms; however, the percentage of female 

directors (Brd_Gend) for both countries is almost 33.28% and 24.32%, respectively, and almost 

14.56% and 14.88% of females are a CEO or/and chairperson (F-Lead). The mean value of the 

Risk committee (Risk_COM) existence within the French and Italian firms is relatively less 

than the UK firms, where almost 0,8% and 0.5%. In contrast, the percentage of independent 

and non-executive audit committee (AC) members is 95% and 97%, respectively, 69% and 

78% of AC members, respectively  . 
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Audit_Q suggests that over 75.5% of French firms and 89.4% of Italian firms are audited by 

the big 4 audit firms and the average of the GOV_Score is 48. % and 53.7%,. Furthermore, the 

mean values of ownership structure (CON_OWM, MAN_OWN, FOR_OWN, GOV_OWN 

and INS_OWN) for the French firms are 53.5%, 26%, 9%, 2.9%, and 3% respectively, and 

47%, 21%, 7.6%, 5%, and 1.3% for Italian firms.  Furthermore, BSIZE within the French and 

Italian firms ranges from 3 and 24/26, with an average of 11 board members for French and 10 

members for Italian firms board members. In contrast, the mean value of DUAL suggests that 

52.5% and 42% of the French and Italian firms, respectively, have duality in the CEO/chairman 

positions.  

Table 8.1. Summary of Descriptive statistics for tested variables 

Panel A. Descriptive statistics for the UK firms  

Variable Obs. Mean SD Min Max 

CRDI_Quantity 1,701 360.36 180.223 0 1186 

CRD II_Scale 1,701 0.3085 0.1029601 0 0.6527778 

CRD III_AHP 1,701 24.52 6.62849 0 46.36386 

Firm-level Governance      

Brd_Indep 1,676 54.41 19.90213 0 100 

Brd_Gend 1,693 21.28 15.2417 0 100 

F-Lead 1,701 0.0382 0.191766 0 1 

Risk _COM  1,683 0.8912 0.530352 0 11 

AC-INDP   1,696 97.68 9.358563 16.6 100 

AC_NonEX. 1,696 89.77 24.33617 0 100 

Audit _Q 1,701 0.9758 2.418071 0 1 

GOV_Score 1,228 54.97 21.2614 1.08 96.05 

Ownership      

CON_OWM  1,629 78.69 18.14772 16 100 

MAN_OWN 1,629 5.61 13.07488 0 81 

FOR_OWN 1,629 9.97 14.39452 0 77 

GOV_OWN 1,629 0.466 2.310291 0 26 

INS_OWN 1,629 10.12 8.971747 0 56 

Control Variables       

Brd_Size 1,695 8.51 2.30875 3 22 

DUAL   1,688 0.1113 0.4167944 0 9 

SIZE 1,701 6.12 0.757541 1.69897 8.575435 

 LIQ 1,691 1.164 30.90482 -1220.64 338.98 

Beta 1,700 2.780 18.50955 0.00147 491.5816 

Sal_Growth 1,691 8.619 18.35625 -85.15 269.11 

ROA 1,698 0.2129 0.2195554 0 2.697856 
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LEV 1,652 1.329 0.824816 -0.69 4.97 

AR_Length 1,701 143.199 76.55 20 218 

Panel B. Descriptive statistics for Germany  

Variable Obs. Mean SD Min Max 

CRDI_Quantity 1,025 352.5737 239.9275 0 3168 

CRD II_Scale 1,029 0.2672343 0.1105464 0 0.5680708 

CRD III_AHP 1,029 21.70304 8.574939 0 48.22039 

Firm-level Governance      

Brd_Indep 1,018 53.40145 33.45304 0 100 

Brd_Gend 1,028 17.03026 16.11209 0 100 

F-Lead 1,029 0.0068027 0.0822376 0 1 

Risk _COM  1,029 0.516035 0.4999858 0 1 

AC-INDP   1,028 94.10348 13.24196 33 100 

AC_NonEX. 1,024 51.90345 239.0865 0 7575 

Audit _Q 1,029 0.6870748 0.4639096 0 1 

GOV_Score 319 48.84197 23.934 2.03 95.48 

Ownership      

CON_OWM  989 59.5723 26.17587 0 100 

MAN_OWN 988 20.12551 24.41557 0 98 

FOR_OWN 988 9.519231 18.42564 0 90 

GOV_OWN 988 0.3552632 2.477518 0 27 

INS_OWN 989 3.503539 6.726378 0 76 

Control Variables       

Brd_Size 1,029 8.482993 5.503885 2 26 

DUAL   1,029 0.1360544 0.3430131 0 1 

SIZE 1,027 5.827935 0.9469064 3.824646 8.773777 

 LIQ 1,028 1.959587 1.329612 0 17.72 

Beta 1,001 9.375257 145.9086 0.0004992 4303.256 

Sal_Growth 983 5.306439 65.27252 -1216.16 265.92 

ROA 1,024 0.1477947 0.1515997 0 1.248418 

LEV 1,015 1.052483 0.904586 -1.33 7.46 

AR_Length 1029 165.91 78.69 14 177 

Panel C. Descriptive statistics for France 

Variable Obs. Mean SD Min Max 

CRDI_Quantity 1,076 498.132 526.1892 0 4006 

CRD II_Scale 1,085 0.305246 0.1748035 0 0.4773352 

CRD III_AHP 1,085 25.14203 15.61045 0 44.96978 

Firm-level Governance      

Brd_Indep 1,066 49.75635 20.84799 0 100 

Brd_Gend 1,067 33.27838 13.19855 0 80 

F-Lead 1,085 0.1456221 0.3528896 0 1 

Risk _COM  1,080 0.8287037 0.7415325 0 11 

AC-INDP   1,073 95.47156 10.87101 50 100 

AC_NonEX. 1,068 69.53277 27.44642 0 100 

Audit _Q 1,078 0.755102 0.4302263 0 1 

GOV_Score 445 48.4278 22.59843 4.5 92.8 

Ownership      
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CON_OWM  1,046 53.50669 24.78237 3 100 

MAN_OWN 1,046 26.08413 27.3788 0 97 

FOR_OWN 1,046 9.493308 18.40552 0 90 

GOV_OWN 1,046 2.93021 9.609102 0 84 

INS_OWN 1,046 3.288719 7.090313 0 64 

Control Variables       

Brd_Size 1,073 10.88816 3.966344 3 24 

DUAL   1,073 0.5256291 0.5014393 -1 1 

SIZE 1,080 6.324643 0.929283 4.020651 8.450543 

 LIQ 1,058 2.000783 8.604384 0.26 254.45 

Beta 1,079 8.482969 95.84325 0.0001366 2157.16 

Sal_Growth  1,004 7.981015 27.6676 -377.39 265.92 

ROA 1,080 0.185109 0.1673244 0 2.007478 

LEV 1,050 1.027333 0.5891164 -0.33 3.98 

AR_Length 1,001 218.58 108.59 10 568 

Panel D. Descriptive statistics for the Italy  

Variable Obs. Mean SD Min Max 

CRDI_Quantity 665 87.96992 67.43698 0 437 

CRD II_Scale 665 0.080602 0.0456092 0 0.3052885 

CRD III_AHP 665 9.197667 4.749673 0 39.27793 

Firm-level Governance      

Brd_Indep 665 44.97227 19.21825 0 95 

Brd_Gend 665 24.32534 12.75007 0 55.56 

F-Lead 665 0.1488722 0.3562304 0 1 

Risk _COM  664 0.5075301 0.5003202 0 1 

AC-INDP   665 97.44714 8.946089 40 100 

AC_NonEX. 665 78.64821 23.92736 0 100 

Audit _Q 665 0.8947368 0.3071232 0 1 

GOV_Score 183 53.77328 20.80592 0 98.43 

Ownership      

CON_OWM  622 47.00643 19.93508 1 100 

MAN_OWN 618 21.34304 26.00901 0 90 

FOR_OWN 614 7.631922 17.44845 0 99 

GOV_OWN 613 5.083197 13.90906 0 73 

INS_OWN 630 1.533333 6.026017 0 69 

Control Variables       

Brd_Size 665 10.45714 3.043121 3 26 

DUAL   665 0.4210526 0.4940996 0 1 

SIZE 665 5.929286 0.8952247 1.583561 8.835898 

 LIQ 665 1.433376 0.7242446 0.0332683 6 

Beta 659 3010.228 36464.28 0.00460 812928.6 

Sal_Growth  665 3.35089 8.137677 -45.98 77.13 

ROA 665 0.1860686 0.1489981 0 0.743008 

LEV 665 0.917203 0.4052089 -0.16 1.86 

AR_Length 665 212.64 97.59 14 646 

Notes: All variable definitions are presented in Table 4.4.  
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8.2.2. Correlation Matrix and Multicollinearity Test for UK, Germany, France, 

and Italy  

Table 8.2 presents the correlation matrix, which indicates the initial correlation among the 

tested variables and provides testing for multicollinearity problems among them. It can be 

indicated that the quantity of risk disclosure is derived from some firms and countries’ specific 

characteristics.  

Panel A of Table 8.2 reports the correlation coefficient for firm-level governance, ownership 

structure, and risk disclosure quantity and quality for the UK annual reports. Statistically, we 

can conclude that there are significant associations between CRDI_Quantity and CG attributes, 

such as Brd_Indep, AC_NonEX EX, Brd_Gend and AC_INDP at a p-value < 0.05. However, 

Female leadership significantly and negatively correlated with risk disclosure quantity at a p-

value <0.05. Moreover, CON_OWM and MAN_OWN are significantly and positively 

associated with risk disclosure quantity. However, FOR_OWN and GOV_OWN are negatively 

correlated with risk disclosure quantity. Whilst, Risk_COM and Audit_Q associate negatively 

with the volume of risk disclosure, these relationships are not significant. Nevertheless, overall 

firms’ governance scores (e.g., GOV_Score) and INS_OWN are positively correlated with risk 

disclosure quantity, but this correlation is not significant.  

These findings approve the pieces of evidence provided by Ntim et al. (2013), Mokhtar, and 

Mellett (2013), al-Shammari (2014), Aguilera et al. (2008), Barakat & Hussainey (2013), Ntim 

et al. (2013), and Neri & Elshandidy (2015), that ownership and corporate governance drive 

managements’ attitude toward risk disclosure volume. Moreover, firm-level control variables, 

such as Brd_Size, SIZE, and LEV are significantly and positively correlated with risk disclosure 

quantity. However, Dual, LIQ, and ROA are negatively associated with risk disclosure 

quantity. On the other hand, the researcher can conclude that there is not any potential 
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multicollinearity among the tested variables where the correlation coefficients of the tested 

variables with CRDI_Quantity are relatively low.  

Columns 4 and 5 indicate the correlation coefficient of the firm-level governance and 

ownership structure, which may affect risk disclosure quality for the UK annual reports using 

CRD II_Scale and CRD III_quality (AHP). We can find a positive correlation between 

Brd_INDEP, AC_NonEX, AC_INDP, and CON_OWN and risk disclosure quality based on 

CRD II_Scale and CRD III_quality at p-value< 0.01. INS_OWN is also positively associated 

with risk disclosure quality based on CRD III_quality at a p-value< 0.05. On the other hand, 

Brd_Gend, F_Lead, and Risk_COM are negatively and significantly associated with both CRD 

II_Scale and CRD III_quality at a p-value < 0.05. These findings approve the pieces of 

evidence provided by Ntim et al. (2013), and Elamer et al. (2019) that firm-level governance 

and ownership structure have a significant impact on risk disclosure quality within firms. The 

control variables for the firm, such as Brd_Size and SIZE are significantly and positively 

correlated with risk disclosure quantity. However, Dual, LIQ, and ROA are negatively 

associated with risk disclosure quantity. On the other hand, the researcher can conclude that 

there is no potential multicollinearity among the tested variables where the correlation 

coefficients of the tested variables with CRDI_Quantity are relatively low.  

Panel B. of Table 8.2 reports the correlation coefficients of firm-level governance and 

ownership structure with risk disclosure quantity for German annual reports. Statistically, we 

find that there are significant associations between CRDI_Quantity and CG attributes, such as 

Brd_Gend and Audit_Q at p-value < 0.05. However, Brd_Indep and Risk_COM are 

significantly and negatively correlated with risk disclosure quantity at a p-value <0.05. Also, 

the overall firms’ governance scores (GOV_Score) are positively correlated with risk disclosure 

quantity. Moreover, CON_OWM, GOV_OWN and MAN_OWN are significantly and positively 
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associated with risk disclosure quantity; however FOR_OWN and INS_OWN are negatively 

correlated with risk disclosure quantity. Moreover, firm-level control variables, such as 

Brd_Size SIZE, Dual, LIQ, ROA, and LEV are significantly and positively correlated with risk 

disclosure quantity for German firms. However, Beta and Sal_Growth are positively associated 

with risk disclosure quantity.  

Furthermore, columns 4 and 5 for Panel B. of Table 8.2 indicate the correlation coefficient of 

the firm-level governance and ownership structure, which may affect risk disclosure quality 

for the German annual reports using CRD II_Scale and CRD III_quality. As indicated, we can 

find a positive correlation between Brd_Gend, AC_NonEX, Audit_Q, CON_OWN, 

MAN_OWN, GOV_OWN and risk disclosure quality based on CRD II_Scale and CRD 

III_quality at p-value< 0.01. On the other hand, Brd_Indep, Risk_COM, INS_OWN and 

FOR_OWN are negatively and significantly associated with both CRD II_Scale and CRD 

III_quality at a p-value < 0.05. These findings approve the pieces of evidence provided by Ntim 

et al. (2013), and Elamer et al. (2019) that firm-level governance and ownership structure have 

a significant impact on risk disclosure quality within firms. The control variables for the firm, 

such as Brd_Size SIZE, Dual, LIQ, and ROA are significantly and positively correlated with 

risk disclosure quantity. However, Beta is positively associated with risk disclosure quantity. 

On the other hand, the researcher can conclude that there is not any potential multicollinearity 

among the tested variables where the correlation coefficients of the tested variables with 

CRDI_Quantity, CRD II_Scale, and CRD III_quality are relatively low.  

Panel C. of Table 8.2 reports the correlation coefficients of tested variables for French annual 

reports. We find that there are significant and positive associations between Brd_Gend, 

Risk_COM, and Audit_Q and CRDI_Quantity at a p-value < 0.05. However, F_Lead is 

significantly and negatively correlated with risk disclosure quantity at a p-value <0.05. 
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Moreover, CON_OWM, GOV_OWN and MAN_OWN are significantly and positively 

associated with risk disclosure quantity; however, FOR_OWN and INS_OWN are negatively 

correlated with risk disclosure quantity. Furthermore, firm-level control variables, such as 

Brd_Size, Sal_Growth, and ROQ are significantly and positively correlated with risk 

disclosure quantity. However, SIZE and LEV are negatively associated with risk disclosure 

quantity.  

Columns 4 and 5 for the same Panel indicate the correlation coefficient of the firm-level 

governance and ownership structure for the French risk disclosure quality in the annual reports 

using CRD II_Scale and CRD III_quality (AHP). As indicated, we can find a positive 

correlation between F_Lead, AC_NonEX, Risk_COM, Audit_Q, MAN_OWN, GOV_OWN and 

risk disclosure quality based on CRD II_Scale and CRD III_quality at p-value< 0.01. On the 

other hand, AC_INDP is negatively and significantly associated with CRD II_Scale at a p-value 

< 0.05.  

 Panel D. of Table 8.2 reports the correlation coefficients of tested variables for Italian. We can 

conclude that there are significant and positive associations between Brd_Indep and 

CRDI_Quantity at a p-value < 0.05. Moreover, CON_OWM, INS_OWN and MAN_OWN are 

significantly and positively associated with risk disclosure quantity; however, GOV_OWN is 

negatively correlated with risk disclosure quantity, but this relationship is not significant. 

Furthermore, the overall firm governance score is significantly and negatively associated with 

CRDI_Quantity at a p-value <0.05. At the firm-level control variables, we find that Brd_Size 

Dual, SIZE, Sal_Growth, and LEV are significantly and negatively correlated with risk 

disclosure quantity. However, Beta is positively associated with risk disclosure quantity.  

Columns 4 and 5 for Panel D. indicate the correlation coefficient of the firm-level governance 

and ownership structure for the quality of French risk disclosure in the annual reports using 
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CRD II_Scale and CRD III_quality (AHP). We can find negative association between F_Lead, 

AC_INDP, Risk_COM, Audit_Q, and CRD II_Scale at p-value<0.05. However, AC_INDP and 

Audit_Q are positively associated with CRD III_quality at p-value <0.05. MAN_OWN and 

GOV_OWN are positively and significantly associated with CRD II_Scale and CRD III_quality 

at p-value< 0.01. On the other hand, FOE_OWN and GOV_OWN are negatively and 

significantly associated with CRD II_Scale and CRD III_quality at p-value < 0.05. At the firm-

level control variables, we can summarise that Brd_Size, Dual, and LIQ, are significantly and 

negatively correlated with CRD II_Scale and CRD III_quality. However, SIZE and Beta are 

positively associated with CRD II_Scale and CRD III_quality. ROA is positively associated 

with CRD II_Scale and CRD III_quality at p-value<0.05. On the other hand, the researcher can 

conclude that there is not any potential multicollinearity among the tested variables where the 

correlation coefficients of the tested variables with CRDI_Quantity are relatively low.  

The previous findings approve the prior literature (e.g., Ntim et al., 2013; Elamer et al., 2019) 

and the expectations of agency, resource-dependence, and stakeholders theories that firms with 

a diverse board of directors in terms of independence and gender and ownership structure have 

different incentives toward risk disclosure quantity and quality. These firms aim to disclose 

more content of risk information in their annual reports within an acceptable level of quality to 

support stakeholders’ confidence and get access to the critical resources  
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Table 8.2. Table 8.2: Correlation matrix (Pearson correlation) 

Panel A. for the UK  
  1 2 3 4 5 6 7 8 9 10 11 12 13 

CRDI_Quantity 1 1             
CRD II_Scale 2 0.22*** 1            

CRD III_AHP 3 0.23*** 0.82*** 1           

Brd_Indep 4 0.21*** 0.08** 0.09** 1          

Brd_Gend 5 0.07** -0.11*** -0.08** 0.05* 1         

F_Lead 6 -0.14*** -0.02 -0.05* 0.1** -0.04 1        

Risk_COM 7 -0.01 -0.04 -0.08** -0.02 0.04 -0.02 1       

AC_NonEX 8 0.07** 0.09** 0.12*** 0.09** 0.08** -0.09** 0.01 1      

AC_INDP 9 0.08** 0.15*** 0.14*** 0.42*** -0.02 0.02 0.01 0.08** 1     

Audit_Q 10 -0.01 0.01 0 -0.01 0.02 0 0 0.01 0.02 1    

CON_OWN 11 0.11** 0.07** 0.06** 0.05* 0.01 0.05* -0.09** -0.06** -0.02 0.03 1   

MAN_OWN 12 0.07** -0.01 0.04 0.03 0.04 -0.01 0 0.01 0 -0.07** 0.14*** 1  

FOR_OWN 13 -0.14*** 0.03 -0.02 0 -0.04 0.07** 0.05* -0.02 0.01 -0.01 -0.03 -0.56*** 1 

GOV_OWN 14 -0.12*** 0.1 0.1 -0.03 -0.07 -0.03 -0.05* -0.02 0.02 0.11*** -0.01 -0.57*** 0.31*** 

INS_OWN 15 0.02 0 0.08** 0.11** 0 -0.03 -0.03 0.02 0.04 -0.01 -0.03 -0.07** -0.04 

Gov_Score 16 0.02 -0.07** -0.05* -0.05** 0.06* 0.01 0.01 -0.07** -0.12*** 0.07** -0.05* -0.12*** -0.22*** 

Brd_Size 17 0.38*** 0.15** 0.19** 0.14** 0.17*** -0.09** -0.03 0.07** -0.04 -0.01 0.06** 0.05* -0.1 

Dual 18 -0.13*** -0.1 -0.06** -0.13*** -0.1** 0.06** 0.01 -0.02 -0.05* 0 -0.06** 0.01 -0.06** 

SIZE 19 0.51*** 0.14** 0.21*** 0.4*** 0.2*** -0.06** -0.03 0.07** 0.15*** -0.02 0.1*** 0.08** -0.2 

LIQ 20 -0.11*** 0.07** 0.04 -0.11*** -0.01 0.03 0 -0.01 -0.1 -0.02 -0.14*** -0.17*** 0.25*** 

Beta 21 0.02 0.01 0.06** 0.02 0.07** 0.03 0.04 0.1 0.04 0.02 0.03 0.06** 0 

Sal_Growth 22 0.04 0.07** 0.09** 0.06** -0.02 -0.01 -0.05* 0.02 0.01 0 0.04 0.01 -0.03 

ROA 23 -0.12** -0.13** -0.12** 0.01 0.02 0.02 -0.06** 0.06 -0.02 -0.02 -0.01 0.05* 0.07** 

LEV 24 0.13** -0.01 -0.01 0.05* 0 0.17*** 0.06** 0.06 0 0.01 0.01 0.05* -0.12*** 

AR_Length 25 0.0018 0.0027 -0.0253 0.0572 0.0006 0.0292 0.0282 0.0498 0.1153 -0.005 -0.0496 -0.0153 -0.0202 
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  14 15 16 17 18 19 20 21 22 23 24 25 

GOV_OWN 14 1           
 

INS_OWN 15 0.2 1          
 

Gov_Score 16 0.05* -0.13*** 1         
 

Brd_Size 17 -0.03 -0.01 0.07** 1        
 

Dual 18 0.01 -0.01 -0.02 0 1       
 

SIZE 19 -0.08** 0.02 0.1 0.6*** -0.14*** 1      
 

LIQ 20 0.04 -0.01 -0.06** -0.06** -0.01 -0.18*** 1     
 

Beta 21 0.02 0.02 0.02 0.07** 0.01 0.01 0 1    
 

Sal_Growth 22 -0.01 0.02 -0.01 0.07** -0.02 0.1 -0.02 0.02 1   
 

ROA 23 0.06** -0.02 -0.01 -0.02** 0.12*** -0.15*** 0 -0.1 -0.01 1   

LEV 24 -0.02 -0.05* 0.03 0.08** -0.03 0.2 -0.16*** -0.06** -0.02 -0.05* 1  

AR_Length 25 -0.0151 -0.0286 -0.0026 0.0093 0.0198 0.0399 -0.0364 -0.0331 -0.0067 0.0393 -0.0114 1 

Notes: This table explains the correlation coefficient of the relationship between risk disclosure quantity and its components, where CRD I_Quantity: corporate risk disclosure 

Index for measuring the risk disclosure quantity; Brd_Indep: independent board of directors; Brd_Gend: gender diversity of the board of directors; -F-Lead: female leadership; 

Audit-Q: audit quality, Risk-COM: risk committee existence, CON-OWN: concentrated ownership, MAN-OWN, management ownership, FOR-OWN foreign ownership, GOV-

OWN: government ownership, INS-OWN: institutional ownership, and GOV-Score: firm-level governance score.  

*, ** indicate Statistical significance at 0.1 and 0.05, respectively.  
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Panel B. for Germany 

  1 2 3 4 5 6 7 8 9 10 11 12 13 

CRDI_Quantity 1 1             

CRD II_Scale 2 0.54*** 1            

CRD III_AHP 3 0.55*** 0.99*** 1           

Brd_Indep 4 -0.17*** -0.11*** -0.09** 1          

Brd_Gend 5 0.28*** 0.24*** 0.24*** -0.1 1         

Risk_COM 6 -0.03 -0.06** -0.06** 0.01 -0.17*** 1        

ACNonEx 7 0.04 0.09** 0.08** 0.13*** -0.01 -0.17*** 1       

AC_INDP 8 0.01 -0.03 -0.03 -0.04 -0.04 0.04 -0.14*** 1      

Audit_Q 9 0.36*** 0.34*** 0.35*** -0.19*** 0.31*** -0.22*** 0.21*** -0.1 1     

CON_OWN 10 0.34*** 0.31*** 0.33*** 0.21*** 0.02 0.06** -0.15*** 0.02 0.06*** 1    

MAN_OWN 11 0.6*** 0.45*** 0.44*** -0.27*** 0.41*** 0.07** 0.14 -0.06** 0.41*** 0.15*** 1   

FOR_OWN 12 -0.2*** -0.22*** -0.23*** -0.06** -0.25*** 0.21*** -0.09** 0.15*** -0.36*** 0.18*** -0.1*** 1  

GOV_OWN 13 0.72*** 0.53*** 0.52*** -0.17*** 0.49*** -0.15*** 0.08** -0.05* 0.5* 0.07** 0.74*** -0.26*** 1 

INS_OWN 14 -0.19*** -0.11*** -0.11*** 0.1*** -0.09** 0.04 0 0.01 0.07** -0.13*** -0.3*** 0.06** -0.22*** 

Gov_Score 15 0.28*** 0.08** 0.12*** -0.18*** 0.05* -0.18*** -0.06** -0.07** 0.22*** 0.3*** 0.29*** -0.29*** 0.17*** 

Brd_Size 16 0.24*** 0.15*** 0.17*** -0.04 -0.05* -0.06** 0.02 0 0.05* -0.13*** 0.11*** -0.03 0.14*** 

Dual 17 0.1*** 0.07** 0.06** 0.02 0.02 0.05** 0 0 -0.04 0.31*** -0.03 0.02 -0.03 

SIZE 18 0.24*** 0.12*** 0.12*** -0.07** 0.32*** -0.1*** -0.1*** -0.04 0.22*** -0.13*** 0.25*** -0.18*** 0.41*** 

LIQ 19 0.32*** 0.18*** 0.18*** 0.05* 0.15*** -0.16*** 0.05* 0.07** 0.24*** 0.08** 0.08** -0.06** 0.32*** 

Beta 20 0.28*** 0.17*** 0.16*** 0.07** 0.01 0.08** 0.06** 0.02 0.24*** 0.09** 0.14*** 0.13*** 0.29*** 

Sal_Growth 21 -0.08** 0.05* 0.04 0.08** -0.06** -0.08** 0.14*** -0.03 0.05* 0.004 0.04 0.12*** -0.07** 

ROA 22 0.27*** 0.12*** 0.1*** -0.05* 0.19*** -0.1*** 0.09** -0.02 0.11*** -0.01 0.19*** -0.11*** 0.26*** 

LEV 23 0.17*** 0.06** 0.06** 0.1*** -0.02 -0.03 0.13*** -0.01 0.11*** 0.08** -0.02 0.06** 0.04 

AR_Length 24 -0.0285 -0.0447 -0.0324 0.0595 -0.042 -0.066* 0.0457 -0.079* 0.0375 -0.0135 -0.068* 0.028 0.0707 
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  14 15 16 17 18 19 20 21 22 23 24 

INS_OWN 14 1          
 

Gov_Score 15 -0.15*** 1         
 

Brd_Size 16 -0.03 0.07** 1        
 

Dual 17 -0.03 0.01 0.02 1       
 

SIZE 18 -0.09*** 0.14*** 0.06** 0.03 1 
     

 

LIQ 19 0.03 0.18*** 0.05* -0.04 0.06*** 1 
    

 

Beta 20 0.11*** 0.18*** 0.04 0.05* 0.11*** 0.63*** 1 
   

 

Sal_Growth 21 -0.03 -0.24*** 0.04 0.04 0 -0.38*** 0.04 1 
  

 

ROA 22 -0.09** 0.12*** 0.18*** 0.02 0.06** 0.11*** -0.22*** 0.22*** 1 
 

 

LEV 23 0.06** -0.12*** 0.04 0.01 -0.02 0.22*** -0.21*** 0.03 -0.03 1  

AR_Length 24 0.0234 0.0685* 0.001 0.0961* -0.0588 -0.0013 0.0291 0.003 0.0287 0.002 1 

Notes: This table explains the correlation coefficient of the relationship between risk disclosure quantity and its components, where CRD I_Quantity: corporate risk disclosure 

Index for measuring the risk disclosure quantity; Brd_Indep: independent board of directors; Brd_Gend: gender diversity of the board of directors; -F-Lead: female leadership; 

Audit-Q: audit quality, Risk-COM: risk committee existence, CON-OWN: concentrated ownership, MAN-OWN, management ownership, FOR-OWN foreign ownership, GOV-

OWN: government ownership, INS-OWN: institutional ownership, and GOV-Score: firm-level governance score.  

*, ** indicate Statistical significance at 0.1 and 0.05, respectively.  

 

 

 

 

 

 

 



185 

 

Panel C. for France 

  1 2 3 4 5 6 7 8 9 10 11 12 13 

CRDI_Quantity 1 1             
CRD II_Scale 2 0.44*** 1            
CRD III_AHP 3 0.72*** 0.66*** 1           
Brd_Indep 4 0.0004 0.04 -0.03 1          
Brd_Gend 5 0.07** -0.01 -0.01 0.11*** 1         
F_Lead 6 -0.02 0.13*** 0.05* -0.23*** -0.02 1        
Risk_COM 7 0.17*** 0.13*** 0.14*** 0.07** 0 0.1*** 1       
AC_NonEX 8 0.2*** 0.22*** 0.27*** 0.1*** -0.11*** -0.1*** 0.11*** 1      
AC_INDP 9 -0.04 -0.06** -0.01 0.42*** 0.07** -0.12*** 0.01 0.22*** 1     
Audit_Q 10 0.17*** 0.13*** 0.14*** -0.02 0.04 0.16*** 0.15*** 0.01 -0.07** 1    
CON_OWN 11 0.16*** -0.02 0.04 0.25*** 0.05* -0.08** 0.05* -0.04 0.22*** 0.01 1   
MAN_OWN 12 0.21*** 0.2 0.32*** -0.02 -0.03 -0.1*** 0.1*** 0.3 0.1*** 0.2 -0.15*** 1  
FOR_OWN 13 -0.15*** -0.03 -0.03 0.22*** 0.17*** -0.18*** -0.03 0.01 0.22*** 0.09** -0.04 0.26*** 1 

GOV_OWN 14 0.22*** 0.13*** 0.2 0.2 0.04 -0.13*** 0.01 0.25*** 0.29*** 0.28*** 0.11*** 0.7*** 0.24*** 

INS_OWN 15 -0.02*** 0.04 0.02 -0.06** -0.21*** -0.03 0.01 0.04 -0.23*** 0.04 -0.01 -0.09** -0.09** 

Gov_Score 16 0.03 0.06** 0.04 -0.09** -0.09** -0.1 -0.05* 0.22*** -0.02 -0.07** -0.01 0.14*** -0.14*** 

Brd_Size 17 0.06** -0.01 0 0.05* -0.05* -0.04 0.01 0.05* 0.05* 0.06** 0.09** 0.14*** -0.03 

Dual 18 -0.03 -0.13*** -0.08** 0.03 0.02 0.05* -0.01 -0.05* 0.16*** 0 0.04 0.05* 0.06** 

SIZE 19 -0.12*** -0.01 -0.12 0.11*** 0.11*** 0.06** -0.09*** -0.07** 0.19*** -0.01 -0.03 -0.03 -0.02 

LIQ 20 -0.01 0.05* 0.06** 0.15*** 0.08** 0.03 0.12*** 0.12*** 0.14*** 0.03 0.15*** 0.07** 0.01 

Beta 21 0.01 0.02 0.06** 0 0.04 0.1*** 0.1*** 0.11*** 0.08** 0.04 0.17*** 0.07** 0.12*** 

Sal_Growth 22 0.1*** 0.06** 0.13*** -0.07** -0.03 0.09** -0.02 -0.04 0.03 0.18*** 0.06** -0.01 -0.19*** 

ROA 23 0.08** -0.05* -0.03 -0.19*** -0.15*** 0.09** -0.08** 0.01 -0.02 0.03 0.04 0.07** -0.13*** 

LEV 24 -0.07** -0.05* -0.05* -0.06*** -0.12*** 0.09** 0.13*** -0.13*** -0.06** 0.03 0.05* -0.16*** -0.04 

AR_Length 25 0.0929* 0.0579 0.0391 -0.0301 -0.048 -0.0022 0.0802* 0.0544 0.015 0.029 0.0102 -0.107** -0.0318 
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  13 14 15 17 18 19 20 21 22 23 24 25 

GOV_OWN 14 1     
      

 

INS_OWN 15 -0.2*** 1    
      

 

Gov_Score 16 0.17*** -0.1*** 1         
 

Brd_Size 17 0.15*** -0.01 -0 1        
 

Dual 18 0.18*** -0.02 0.04 0.01 1       
 

SIZE 19 0.14*** -0.13*** 0.04 0.01 0.003 1 
     

 

LIQ 20 0.16*** 0.01 0.06** -0.01 0.06** 0.005 1 
    

 

Beta 21 0.17*** 0.08 0.08** 0.01 0.06** 0.02 0.69*** 1 
   

 

Sal_Growth 22 -0.02 -0.01 0.06** -0 -0.05* 0.01 -0.23*** -0.08** 1 
  

 

ROA 23 0.1*** 0.02 0.29*** -0.05* 0.18*** -0.11*** 0.03 -0.28*** 0.09** 1 
 

 

LEV 24 -0.17*** 0.11*** -0.08** 0.2*** -0.04 0.04 0.08** -0.22*** 0.19*** 0.005 1  

AR_Length 25 0.0037 -0.0149 0.0479 -0.031 0.0086 -0.0141 -0.022 0.10** 0.0564* 0.096** -0.003 1 

Notes: This table explains the correlation coefficient of the relationship between risk disclosure quantity and its components, where CRD I_Quantity: corporate risk disclosure 

Index for measuring the risk disclosure quantity; Brd_Indep: independent board of directors; Brd_Gend: gender diversity of the board of directors; -F-Lead: female leadership; 

Audit-Q: audit quality, Risk-COM: risk committee existence, CON-OWN: concentrated ownership, MAN-OWN, management ownership, FOR-OWN foreign ownership, GOV-

OWN: government ownership, INS-OWN: institutional ownership, and GOV-Score: firm-level governance score.  

*, ** indicate Statistical significance at 0.1 and 0.05, respectively.  
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Panel D, For Italy 

  1 2 3 4 5 6 7 8 9 10 11 12 13 

CRDI_Quantity 1 1             
CRD II_Scale 2 0.03 1            
CRD III_AHP 3 -0.02 -0.13*** 1           

Brd_Indep 4 0.08** -0.03 0.05 1          

Brd_Gend 5 0.1 -0.04 -0.05* 0.05* 1         

F_Lead 6 0.04 -0.09** 0.02 -0.1*** 0.06** 1        

Risk_COM 7 0.01 -0.07** 0.1 0.06** -0.11*** -0.12*** 1       

ACNonEx 8 -0.04 0.01 -0.05* 0.12*** 0.09** 0.09** -0.08** 1      

AC_INDP 9 0.04 -0.28*** 0.23*** 0.56*** 0 0.15*** 0.2 0.03 1     

Audit_Q 10 0.04 0.04 0.03 0.02 -0.04 0.03 -0.07** 0.22*** -0.06** 1    

CON_OWN 11 0.12*** 0.03 0.02 0.45*** 0.14*** 0.07** 0.02 0.19*** 0.34*** -0.01 1   

MAN_OWN 12 0.16*** -0.01 0.07** 0.06** 0.13*** -0.01 -0.08** 0.06** 0.01 0.07*** 0.03 1  

FOR_OWN 13 0.01 -0.03 -0.11*** -0.05* -0.07** 0.1*** -0.01 -0.14*** -0.04 -0.13*** 0.06*** -0.26*** 1 

GOV_OWN 14 -0.01 0.14*** -0.08** 0.08** -0.05* -0.01 -0.02 0.05* -0.04 0.03 0.04 -0.25*** -0.31*** 

INS_OWN 15 0.07** -0.02 0.01 0.03 0.15*** -0.12*** 0.04 0.03 -0.01 0.02 -0.05* -0 -0.25*** 

Gov_Score 16 -0.06** -0 0.02 -0.03 -0.06** -0.02 0.1 0.04 -0.06** 0.02 -0.1*** -0.07** -0.17*** 

Brd_Size 17 -0.06** -0.16*** -0.12*** 0.26*** -0.1*** 0.26*** -0.05* 0.09** 0.19*** 0.01 0.02 -0.1*** 0.05* 

Dual 18 -0.06** -0.1 0.14*** -0.12*** -0.06** -0.02 0.06** -0.05* -0.03 0.04 -0.14*** 0.08** -0 

SIZE 19 -0.03 0.15*** 0.02 0.37*** -0.02 -0.29*** -0.08** 0.15*** 0.11*** 0.04 0.43*** -0.03 -0.02 

LIQ 20 -0.01 -0.1*** -0.05* -0.07** -0.02 -0.13*** -0.1 0.15*** -0.07** 0.08** -0.16*** 0.06** -0.06** 

Beta 21 0.08** 0.08** 0.05* 0.2*** 0.07** 0.12*** 0.06** 0.13*** 0.21*** 0.03 0.1*** 0.02 0 

Sal_Growth 22 -0.07** 0.26*** 0.02 -0.09** -0.15*** -0.06** -0.01 0.06** -0.23*** 0.01 0.07** -0.09** -0 

ROA 23 0.09*** -0.21*** 0.11*** -0.11*** -0.04 0.07** 0.01 0.22*** 0.05* -0.04 -0.24*** -0 -0.04 

LEV 24 -0.03 -0.01 -0.04 0.34*** -0.05* 0.16*** -0.06** -0.17*** 0.21*** -0.07** 0.09** -0.07** 0.13*** 

AR_Length 25 -0.0425 -0.087* 0.101** -0.067* -0.161** -0.070* 0.085** 0.0342 0.0211 0.134** 0.0554 -0.054 0.0285 
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  15 16 17 18 19 20 21 22 23 24 25 

GOV_OWN 14 1          
 

INS_OWN 15 -0.09** 1         
 

Gov_Score 16 0.068*** -0.05* 1        
 

Brd_Size 17 -0.04 -0.11*** 0.058* 1       
 

Dual 18 0.049 -0.07** 0.125*** -0.18*** 1      
 

SIZE 19 -0.01 -0.04 0.016 0.042 -0.03       

LIQ 20 -0.04 -0 0.08** 0.06** 0.071** 1      

Beta 21 0.023 0.06** 0.011 0.013 0.07** 0.19*** 1     

Sal_Growth 22 0.177*** -0.05* 0.033 -0.09** -0.07** -0.08** -0.11*** 1    

ROA 23 -0.01 -0.01 -0.01 -0.02 0.218*** 0.21*** -0.29*** -0.05* 1   

LEV 24 0.047 -0.07** -0.08** 0.201*** -0.12*** -0.26*** 0.05* -0.04 -0.26*** 1  

AR_Length 25 0.043 0.173** 0.133** -0.106** -0.161** 0.0465 -0.0302 0.02 0.0214 -0.079* 1 

Notes: This table explains the correlation coefficient of the relationship between risk disclosure quantity and its components, where CRD I_Quantity: corporate risk disclosure 

Index for measuring the risk disclosure quantity; Brd_Indep: independent board of directors; Brd_Gend: gender diversity of the board of directors; -F-Lead: female leadership; 

Audit-Q: audit quality, Risk-COM: risk committee existence, CON-OWN: concentrated ownership, MAN-OWN, management ownership, FOR-OWN foreign ownership, GOV-

OWN: government ownership, INS-OWN: institutional ownership, and GOV-Score: firm-level governance score.  

*, ** indicate Statistical significance at 0.1 and 0.05, respectively.  
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8.3. Multivariate Regression Analysis for The Effects of Firm-Level 

Governance within and between UK, German, French, and Italian Firms  

In this section, we present the results of two main regression models for the relationship 

between corporate governance, ownership structure, and risk disclosures within and between 

firms in the four EU countries.  

8.3.1. Firm-Level Governance and Risk Disclosure Quantity and Quality in The 

UK  

Table 8.3 presents the results of the regression analysis. Table 8.3 indicates that there is a 

significant association between Brd_indep and CRDI_Quantity at a coefficient of 175.86 and a 

t-value of 3.22 (p-value<0.05). This result means that Brd_indep is significant in explaining 

differences in CRDI_Quantity, where any increment in independent directors by one will cause 

an increment in total risk quantity by 175.86 text words. However, the specific components of 

risk disclosure (e.g., OR, MR, and FR) are also significantly and positively affected by 

Brd_indep with coefficients of 1.311, 1.245, and 1.476, respectively and t-value of 1.73, 165, 

and 1.99, respectively. Similarly, Brd_Gend and F_Lead are significantly and positively 

associated by CRDI_Quantity with coefficients of 1.59 and 67.26, respectively, at t-value of 

2.23 and 2.13, respectively, which indicate that firms with a high percentage of board diversity 

in terms of gender and led by female tend to disclose more extent of risk disclosure. These 

results support the research hypotheses Ha2 and Ha3 that firms with a high percentage of 

independent and female directors may disclose more risk information. Consequently, the 

results match the arguments of the agency and resource dependence theories that independent 

and female directors are an essential requirement of CG to promote the interests of other 

stakeholders in information disclosure through minimising the information asymmetry and 

conflict of interest, which support firm to gain access to the critical resources. 
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Furthermore, firms that have risk committees are more likely to disclose more volume of risk 

information related to business and operational risks, with a coefficient of 19.26 and a t-value 

of 1.90. This result confirms the research hypothesis Ha4 and agency and stakeholders' 

perceptions that the existence of a risk committee supports management to identify, assess, and 

manage risks, to enhance the quantity of risk disclosure in particular (Jia, 2019; Subramanian 

et al., 2009; Nahar & Jahan, 2021 ). 

 Also, firms audited by one of the big four audit partners tend to disclose more extent of risk 

disclosure, where the sign of the Audit_Q is positive at a coefficient of .8091 and t-value of 

3.77. This result supports hypothesis Ha5, which claims that big 4 auditors are more likely to 

provide the best auditing and insurance services, contributing to more risk disclosure. 

Similarly, AC_NonEX and AC_INDEP are correlated positively with CRDI_Quantity and its 

components at a coefficient of 1.804 and .7966, and t-value of 1.93, 1.81, and 2.10 respectively 

(p-value<0.05) for AC_NonEX, at a coefficient of .809, 1.3, and .045 and t-value of 3.77 and 

2.22 respectively.  

Additionally, the Adj R2 values for the five models are 23.49%, 30.38%, 26.05%, 32.37%, 

21.9%, 27.36%, 22.18%, 27.12%, 23.01%, and 27.39%, respectively, and the VIF values are 

1.307, 1.43, 1.352, 1.478, 1.280, 1.376, 1.285, 1.372, 1.298, and 1.377 respectively. This 

indicates that the examined variables are not multi-collinear. 

On the other hand, Models 2, 4, 6, 8, and 10 confirm that there is a significant relationship 

between GOV_Score and total CRDI-Quantity, Business, Operational, Management, and 

Fluctuations Risk sub-categories with a coefficient of 1.44, .5914, 1.928, 1.846, and 1.41 and 

t-value of 2.81, 2.27, 2.84, 2.77, and 2.18 (p-value<0.05). These results support the research 

hypothesis Ha5 as well as previous studies. This shows that the impact of corporate governance 

mechanisms on disclosure behaviours varies depending on the level of governance within firms 
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and countries. Firms with strong governance are more likely to disclose information about 

uncertainties (Bushman & Smith, 2001; Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 

2001). 
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Table 8.3.  Multivariate Regression Analysis for Risk Disclosure Quantity for the UK firms  

 

Independent 

Variables 

(Model) 

 

Total CRDI_Quantity Business Risks-quantity Operational Risks-

quantity 

Management Risks-

quantity 

Fluctuations Risks-quantity 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep 175.86** 

(3.22) 

 24.234 

(0.97) 

 1.311* 

(1.73) 

 1.245* 

(1.65) 

 1.476** 

(1.99) 

 

Brd_Gend 1.59 ** 

(2.23) 

 23.37 

(0.77) 

 1.816* 

(1,74) 

 1.788 * 

(1.94) 

 .955 

(0.41) 

 

F-Lead 67.26** 

(2.13) 

 22.653* 

(1.61) 

 102.54* 

(1.94) 

 41.25  

(0.58) 

 28.378 

(0.41) 

 

Risk_COM 19.26 * 

(1. 90) 

 55.195* 

(1.70) 

 10.87* 

(1.84) 

 20.380 

(0.90) 

 29.751 

(1.34) 

 

Audit_Q .8091*** 

(3.77) 

 .2561 

(0.16) 

 .9173 

(0.19) 

 .883 

(0.18) 

 1.871 

(.39) 

 

AC_NonEX. 

 

.123 

(0.038) 

 .7988* 

(1.81) 

 1.167 

(0.86) 

 2.836** 

(2.10) 

 -1.903 

(1.44) 

 

AC-INDP 1.804* 

(1.93) 

 .2394 

(1.25) 

 .8443 

(1.43) 

 1.30** 

(2.22) 

 .04095  

(0.71) 

 

GOV_Score  1.444*** 

(2.81) 

 .5914* 

(2.27) 

 1.928*** 

(2.84) 

 1.846** 

(2.77) 

 1.41** 

(2.18) 

Brd_Size 28.18*** 

(5.51) 

20.254*** 

(3.33) 

10.42*** 

(4.82) 

8.282*** 

(3.22) 

202.03*** 

(3.56) 

19.96*** 

(2.49) 

-38.77*** 

(5.87) 

28.14** 

(3.56) 

35.971*** 

(5.52) 

24.70*** 

(3.22) 

DUAL -51.60* 

(-1.96) 

-21.595 

(-.64) 

-26.439** 

(-2.38) 

-11.68 

(-0.82) 

-39.09 

(-1.15) 

5.869 

(0.13) 

-50.766 

(-1.50) 

-24.26 

(-0.55) 

-67.020** 

(-2.01) 

-55.196 

(-1.29) 

SIZE 189.08*** 

(10.67) 

254.966*** 

(12.67) 

90.19*** 

(12.08) 

111.16*** 

(-13.05) 

266.47*** 

(11.76) 

334.45 

(12.60) 

212.9*** 

(9.36) 

291.97*** 

(11.18) 

218.216*** 

(9.69) 

285.233*** 

(11.26) 

 LIQ .125 

(.043) 

9.738*** 

(10.85) 

0.0442 

(0.36) 

-1.074 

(-0.41) 

.1231 

(0.32) 

16.78 

(2.06) 

.02054 

(0.05) 

5.14** 

(.64) 

0334  

(0.90) 

18.18** 

(2.34) 

Beta  3.23 

(0.27) 

10.381 

(0.78) 

3.30 

(0.65) 

.2027 

(0.04) 

15.047 

(0.96) 

23.544 

(1.34) 

5.8106 

(.37) 

12.37 

(.72) 

4.534 

(0.30) 

5.661 

(0.34) 

Sal_Growth -.723 -.4230 -.0687 -.3415* .6748 -.149 .00978 -1.62 -.2361 -.6000 
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(-.71) (-0.84) (-0.32) (-1.60) (1.04) (-.23) (0.02) (-1.14) (-.36) (-.95) 

ROA .7321 

(1.39) 

-1.291 

(-1.18) 

.2552 

(1.17) 

-0..660 

(-1.43) 

1.767** 

(2.63) 

-1.353 

(-.347) 

.9469 

(1.42) 

-1.353 

(-0.94) 

.16073 

(.25) 

-1.568 

(-1.14) 

LEV -19.37 

(-.44) 

95.899* 

(1.65) 

-3.24 

(-.017) 

51.032 

2.08 

-101.123* 

(-1.76) 

15.02 

(0.20) 

-22.94 

(-0.40) 

105.16 

(1.40) 

37.898 

(0.68) 

208.95*** 

(2.86) 

AR_Length .0160* 

(1.895) 

.0656* 

(1.653) 

.0174** 

(2.34) 

.0427* 

(1.81) 

.0768 

(1.49) 

.0124* 

(1.81) 

.0636** 

(2.41) 

.2016* 

(1.65) 

.0549* 

(1.72) 

.0304* 

(1.945) 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept -805.68*** 

(-6.49) 

-805.49*** 

(-7.43) 

-337.9***  

(-6.53) 

-349.23*** 

(-7.61) 

1633.7*** 

(7.31) 

-1141.8***  

(-7.99) 

406.58** 

(2.11) 

-852.47***  

(-6.06) 

-1141.8***  

(-7.99) 

-877.4*** 

(-6.43) 

Obs. 1,595 1,167 1,626 1,167 1,578 1,167 1,578 1,167 1,578 1,167 

F-statistics Prob 0,0000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Adj R2  23.49% 30.38% 26.05% 32.37% 21.9% 27.36% 22.18% 27.12% 23.01% 27.39% 

VIF  1.307 1.43 1.352 1.478 1.280 1.376 1.285 1.372 1.2988 1.377 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, respectively.
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Table 8.4 summarises the relationship between Firm-Level Governance and Risk Disclosure 

quantity and quality within UK firms. Models 1, 7, and 9 in Table 8.4 indicate that there is a 

positive and significant association between AC_INDP and Total CRD II_Scale (model 1) for 

The UK firms at the coefficients of 7.20, .0009, and 10.45 and a t-value of 5.85, 6.07, and 3.02 

respectively (p-value < 0.001), which suggests that the high percentage of independent audit 

committee members in the UK firms explains the differences in risk disclosure quality among 

The UK firms. Furthermore, the total CRD II_Scale, Business, Operational, and Management 

Risk Quality in the UK annual reports are positively by Brd_indep at the coefficients of .0036, 

.232, .0004, and .0004 and t-value of 2.28, 3.22, 3.49, and 2.26 2.28 respectively(p-value<0.05). 

Also, Brd_Gend is positively and significantly associated with CRD II_Scale, Business, 

Operational, and Management Risk Quality in the UK annual reports at the coefficients of -

7.40, .0323, .0003, and .0008 and t-value of 3.82, 3.56, 2.71, and 3.48 respectively.  

Similarly, the results of model 9 indicate that there is a significant and positive association 

between F_Lead and CRD II_Scale and the Fluctuation risks for the UK firms at the 

coefficients of .0143 and 54.41  and t-value of 2.53 and 1.9 (p-value<0.05), which suggests that 

female leadership in the UK are significant factors in explaining the differences in risk 

disclosure quantity among The UK firms. Furthermore, the Business Risk Disclosure Quality 

in the UK annual reports is positively affected by Risk_COM at the coefficients of .0101 and t-

value of 4.53 (p-value<0.05). Furthermore, AC_INDP is significantly and positively associated 

with CRD II_Scale, Operational, Management, and Fluctuation risks of CRD II_Scale at a p-

value<0.05.  

Models 2, 4, 6, 8, and 10 of Table 8.4 reports the results of the impact of the governance score 

on risk disclosure quality based on CRD II_Scale and its components. It can be concluded that 

there is a significant relationship between GOV_ Score and total CRDI_Quantity with a 
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coefficient of 0.00052 and t-value of 3.89 (p-value<0.001). Also, it is significantly and 

positively associated with Business, Operational, and Management risk sub-categories with 

coefficients .0002, .0003, .0006, and .0008 and t-value of 3.43, 3.96, 3.75, and 3.43, 

respectively. Thus, these results support the research hypothesis Ha5 as well as previous 

studies. This shows that the impact of corporate governance mechanisms on disclosure 

behaviours varies depending on the level of governance within firms and countries. Firms with 

strong governance are more likely to disclose information about uncertainties (Bushman & 

Smith, 2001; Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 2001).  

Moreover, concerning the validity of the results, the VIF for each model are 1. 201, 1.28, 1. 21, 

1.189, 1.205, 1.24, 1.189, 1.251, 1.208, and 1.278, respectively. This indicates that there is no 

multicollinearity among the tested variables. Finally, The Adj R2 for each model are 16.79%, 

22.05%, 17.58%, 15.92%, 17.07%, 19.87%, 15.95%, 20.07%, 17.22%, and 21.81%, 

respectively, and the VIF for each model indicates that there is no any multicollinearity among 

the tested variables.   
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Table 8.4. Multivariate Regression Analysis for Risk Disclosure Quality (CRD II_Scale) for the UK firms 

Independent 

Variables 

(Model) 

 

Total CRD II_Scale Business Risks-quality Operational Risks- 
quality 

Management Risks- 
quality 

Fluctuations Risks- quality 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .00036** 

(2.28) 

 .232*** 

(3.22) 

 .0004*** 

(3.49) 

 .0004**  

(2.26) 

 42.42** 

(2.83) 

 

Brd_Gend 0.00740*** 

(3.82) 

 .0323*** 

(3.56) 

 .0003** 

(2.71) 

 .0008*** 

 (3.48) 

 .165 

(0.57) 

 

F-Lead .0143** 

(2.53) 

 .0012 

(-.21) 

 .0093 

(0.98) 

 .0133 

(0.87) 

 54.41 ** 

(1.90) 

 

Risk_COM .000051 

(1.09) 

 .0101*** 

 (4.53) 

 .0062* 

(1.73) 

 .004 

(0.82) 

 .167 

(0.89) 

 

Audit_Q 0.0003 

(.30) 

 .0002 

(0.51) 

 -.0001 

(-0.24) 

 .0003 

(0.30) 

 014*** 

(6.27) 

 

AC_NonEX. 

 

0.00137 

(0.48) 

 .00012 

(0.81) 

 -.0001 

(-0.58) 

 .0002 

(0.65) 

 -22.56 

(-0.41) 

 

AC-INDP 7.20*** 

(5.85) 

 4.026 

(0.94) 

 .0005*** 

(5.98) 

 .0009*** 

(6.07) 

 10.45*** 

(3.02) 

 

GOV_Score  .00052*** 

 (3.89) 

 .0002*** 

(3.43) 

 .0003*** 

 (3.96) 

 .0006*** 

 (3.75) 

 .0008*** 

 (3.43) 

Brd_Size .000035** 

(2.54) 

.0027* 

(1.71) 

.00005 

(0.09) 

.0006 

(0.86) 

.002* 

(2.11) 

.00166 

(1.42) 

.0038* 

(2.24) 

.002 

(1.10) 

-16.28*** 

 (-8.12) 

.006** 

(2.19) 

DUAL -.00007 

(-1.02) 

-.0256** 

(-2.91) 

.0008 

(0.26) 

-.007 

(-1.59) 

-.003 

(-0.61) 

-.016** 

(-2.47) 

-.006 

(-0.73) 

-.020* 

(-1.92) 

2.44 

***(4.18) 

.0063*** 

(-3.64) 

SIZE .00009* 

(1.95) 

.0290*** 

(4.00) 

-0113*** 

(5.07) 

.0164*** 

(6.25) 

.0132*** 

(3.66) 

.0190*** 

(4.92) 

.00730 

1.25 

.0209*** 

(3.23) 

-.17 * 

(-1.93) 

.273** 

(2.86) 

 LIQ 0.0026*** 

(3.34) 

.0063***  

(3.95) 

.00006 

 (-0.91) 

.0022** 

(2.80) 

.0002*** 

(3.32) 

.004*** 

(3.62) 

.0003*** 

(3.24) 

0.006*** 

(3.52) 

014*** 

(6.27) 

.011*** 

(4.03) 

Beta  0.007 

(0.22) 

.0011 

(0.13) 

.0013 

(0.91) 

.0021 

(1.25) 

.0012 

(.51) 

.0015 

(0.59) 

.0006  

(0.16) 

.004 

(1.01) 

16.28***  

(8.12) 

.0035 

(0.56) 

Sal_Growth 0.0002** 

(2.11) 

.00001 

(0.13) 

.0001*** 

(3.05) 

.0001* 

(1.73) 

.0002** 

(2.14) 

.00002 

(0.28) 

.0003* 

(1.90) 

.00001 

(0.08) 

2.44***  

(4.18) 

.00008 

(-0.36) 

ROA -0.00146 -.0011*** -.0001* -.0004*** -.00014 -.0007*** -.0001 -.0013*** -.17 * 1.488 
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(-1.04) (-4.17) (-1.68) (-3.35) (-1.39)  (-4.50) (-1.15)  (-3.97) (-1.93) (-1.43) 

LEV 

 

-.00001 

(-0.11) 

0.0130 

(-0.86) 

-.002 

(-0.37) 

-.0190** 

(-2.61) 

-.007 

(-.84) 

-.017 

(-1.56) 

-.005 

(-0.35) 

-.122 

(-0.66) 

14.32 

*(1.88) 

29.673* 

(1.66) 

AR_Length .0008** 

(2.37) 

0.003 

(.36) 

.002* 

(1.72) 

0.004 

(0.04) 

.0000 

(1.18) 

0.002 

(1.19) 

.0001*** 

(3.50) 

0.004* 

(1.64) 

.0001*** 

(4.01) 

0.001* 

(1.74) 
Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept .0017*** 

(5.32) 

.1942***  

(6.88) 

.1467*** 

(9.37) 

.1194*** 

(8.41) 

.1184*** 

(4.68) 

.1163*** 

(5.57) 

.1910*** 

(4.66) 

.2285*** 

(6.55) 

.2850*** 

(4.89) 

.3125***  

(6.07) 

Obs. 1578 1167 1578 1167 1578 1167 1578 1167 1578 1167 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  16.79% 22.05% 17.58% 15.92% 17.07% 19.87% 15.95% 20.07% 17.22% 21.81% 

VIF  1.201 1.28 1.213 1.189 1.205 1.24 1.189 1.251 1.208 1.278 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively.
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Table 8.5 reveals that there is a significant and positive association between Brd_Indep and 

Total CRD III_AHP at the coefficients of 2.12 and t-value of 2.08 (p-value<0.05), which 

suggests that Brd_Indep is significant in explaining differences in CRD III_AHP. Furthermore, 

the specific components of risk disclosure (e.g., PR and OR) are significantly and positively 

affected by Brd_indep with coefficients of 1.15 and .006, respectively and t-values of 2.63, and 

2.38, respectively. On the contrary, the results support that Brd_Indep is positively and 

significantly associated with other sub-categories of risk disclosure quality (e.g. MR and FR), 

respectively, but these relationships are not significant. These results support hypothesis Ha1 

that independent board members direct the management attitude toward disclosing high-quality 

risk disclosure related to business and operational risk information. Also, these findings support 

the agency framework that independent directors are an important requirement of the governing 

board of directors, not just to deal with agent and principal agency problems (Linsley & 

Shrives, 2006; Oliveira et al., 2011) but also to endorse the interests of other stakeholders, 

because they are more likely to be independent in their opinions and able to give objective and 

beneficial thoughts, which are more likely to mitigate agency conflicts between principals and 

agents (Elshandidy & Neri, 2015). 

Models 2, 5, and 7 reveal that Brd_Gend is significantly and positively associated with the 

quality of risk disclosure subcategories such as BR, OR, and MR with the coefficients of 1.47, 

.011, and 0.62, respectively and t-value of 2.76, 3.46, and 3.82 respectively. These results 

support hypothesis Ha2 that gender diversity on the board of directors positively supports the 

quality of risk disclosure. Also, the existence of risk committee in UK firms are significantly 

and positively related to CRD III_quality and its components. This result supports the fourth 

hypothesis Ha4 that the risk committee increases the efficiency of companies using risk-related 
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tools and helps the audit committee by ensuring the quality of financial reporting and internal 

control (Jia, 2019; Marsden & Prevost, 2005; Subramanian et al., 2009; Nahar & Jahan, 2021).  

In addition, other firm control variables are correlated positively with CRD III_quality (AHP), 

such as Brd_SIZE, SOZE, LIQ, Sal_Growth, and LEV. Moreover, concerning the validity of 

the results, the VIF for each model indicates no multicollinearity among the tested variables. 

Last of all, The Adj R2 for each model are 18.08%, 21.35%, 17.49%, 16.26%, 17.91%, 19.99%, 

16.59%, 20.84%, 18.25%, and 21.5%, respectively, indicates that there is no any 

multicollinearity among the tested variables 

Models 2, 4, 6, 8, and 10 of Table 8.5 report the impact of the governance score on risk 

disclosure quality based on CRD III_quality and its components. It can be concluded that there 

is a significant and positive relationship between GOV_ Score and total CRD III_quality and 

Business, Operational, Fluctuation, and Management risk sub-categories for German firms. 

Thus, these results support the research hypothesis Ha5 and previous studies. This shows that 

the impact of corporate governance mechanisms on disclosure behaviours varies depending on 

the level of governance within firms and countries. Firms with strong governance are more 

likely to disclose information about uncertainties (Bushman & Smith, 2001; Elshandidy and 

Neri, 2015; Lim et al., 2007; Sloan, 2001) . 
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Table 8.5. Multivariate Regression Analysis for Risk Disclosure Quality (CRD III_quality-AHP index) for the UK firms 

Independent 

Variables 

(Model) 

 

Total CRD III_quality Business Risks-quantity Operational Risks-

quantity 

Management Risks-

quantity 

Fluctuations Risks-quantity 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep 2.12** 

(2.08) 

 1.15** 

(2.63) 

 .006** 

(2.38) 

 0.001 

(0.62) 

 .0002 

(0.15) 

 

Brd_Gend 0.46** 

(2.20) 

 1.47** 

(2.76) 

 .011*** 

(3.46) 

 .010*** 

(-3.82) 

 .0004 

(0.20) 

 

F-Lead .162 

(0.20) 

 .158 

(0.46) 

 .174 

(.58) 

 .012  

(0.07) 

 .2185 

(1.46) 

 

Risk_COM .829** 

(2.71) 

 .630*** 

(4.79) 

 .129* 

(1.65) 

 .062 

(0.89) 

 .0293 

(0.51) 

 

Audit_Q .0181 

(.28) 

 .0133 

(0.48) 

 -.004 

(-0.29) 

 .004  

(0.31) 

 .008 

(0.73) 

 

AC_NonEX. 

 

.020 

(1.11) 

 .010 

(1.30) 

 .0003 

(0.04) 

 .005  

(1.29) 

 .002 

(0.81) 

 

AC-INDP .033*** 

(4.27) 

 .007** 

(2.33) 

 .009** 

(4.74) 

 .008*** 

(4.66) 

 .005*** 

(3.79) 

 

GOV_Score  0.278*** 

(3.17) 

 .011** 

(2.91) 

 .006*** 

(3.00) 

 .006*** 

(3.13) 

 .0037** 

(2.21) 

Brd_Size .199** 

(2.24) 

-.130 

(1.25) 

.022 

(0.59) 

.045 

(0.97) 

.052** 

(2.30) 

.020 

(0.81) 

.540** 

(2.66) 

.212 

(0.91) 

.040 

**(2.44) 

.043** 

(2.14) 

DUAL .037 

(.488) 

-.170 

(-.29) 

.121 

( 0.62) 

-.053 

(-0.21) 

-.048 

(-0.41) 

-.078 

(-0.55) 

-.022 

(-.21) 

.001 

(0.01) 

.021 (0.25) -.040*** 

(4.18) 

SIZE .97*** 

(3.18) 

2.14*** 

(6.22) 

.5721*** 

(4.33) 

1.03 

(-.21) 

.299*** 

(3.79) 

.515*** 

(6.13) 

.065 

(0.94) 

.318*** 

(-4.14) 

.143** 

(2.48) 

.061*** 

(3.01) 

 LIQ .016*** 

(3.16) 

.328*** 

(3.11) 

.004* 

(1.86) 

0.10** 

(2.19) 

.004*** 

(3.49) 

.089*** 

(3.48) 

.003*** 

(3.40) 

.0736*** 

(3.12) 

.003*** 

(3.77) 

-.061 

(-1.37) 

Beta  .246 

(1.17) 

.479** 

(2.10) 

.088 

(0.98) 

.148 

(1.46) 

.088** 

(1.64) 

.14** 

(2.59) 

.062 

(1.31) 

.125** 

(2.47) 

.0183 

(0.47) 

.0610 

(1.37) 

Sal_Growth .022** 

(2.24) 

.006 

(0.89) 

.011*** 

(3.05) 

.0065* 

(1.71) 

.004** 

(2.00) 

.0009 

(0.43) 

.003* 

(1.80) 

.0002 

(0.11) 

-.0001 

(-0.10) 

-.0007 

(-0.78) 

ROA -.018** -0.74** -0.005 -.026*** -.006** -0.16*** -.003* -.017*** -.003* -.0137*** 



201 

 

(-2.03) (-4.01) (-1.33) (-3.20) (-2.71) (-3.59) (-1.74) (-4.31) (-1.97) (-3.78) 

LEV .56 

(0.74) 

-2.04** 

(-2.06) 

3.632 

(1.16) 

-1.08** 

(-2.45) 

-.051 

(-.26) 

-.641** 

(-2.64) 

.172  

(0.98) 

-.227 

(-1.02) 

.1910 

(1.33) 

-.089 

(-0.46) 

AR_Length 0.03** 

(2.42) 

0.462* 

(1.62) 

0.009 

(0.25) 

0.141* 

(1.72) 

0.022 

(0.24) 

0.798* 

(1.75) 

0.043 

(0.51) 

0.421* 

(1.91) 

0.054 

(0.62) 

0.446 

(1.02) 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept 14.813*** 

(6.92) 

13.665*** 

(7.36) 

8.659** 

 (9.39) 

6.777*** 

(8.15) 

2.409*** 

(4.36) 

2.347*** 

 (5.18) 

2.168*** 

(4.43) 

2.579*** 

(6.22) 

1.800*** 

(4.45) 

1.961***  

(5.43) 

Obs. 1578 1167 1578 1167 1578 1167 1578 1167 1578 1167 

F-statistics Prob 0.0001 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  18.08% 21.35% 17.49% 16.26% 17.91% 19.99% 16.59% 20.84% 18.25% 21.5% 

VIF  1.221 1.27 1.212 1.194 1.218 1.249 1.198 1.26 1.22 1.27 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 

10% levels, respectively



202 

 

8.3.2. Firm-Level Governance and Risk Disclosure Quantity and quality in 

Germany 

Table 8.6 presents the results of the regression analysis for the impact of firm-level governance 

and German firms’ risk disclosure quantity. Table 8.6 indicates that there is a significant 

association between Brd_Gend and CRDI_Quantity at a coefficient of 1.81 and a t-value of 2.42 

(p-value < 0.05). The specific components of risk disclosure quantity for the German firms 

(e.g., BR, MR, and FR) are also significantly and positively affected by Brd_Gend. These 

results do not support hypothesis Ha2 that board diversity in terms of gender affects the extent 

and the quality of risk disclosure positively. Similarly, Brd_SIZE, F_Lead, Audit_Q, and 

Risk_COM are positively associated with CRD I_Quantity. However, these relationships are 

not significant.  

On the other hand, Models 2, 4, 8, and 10 confirm a significant relationship between 

GOV_Score and total CRDI-Quantity, Business, Management, and Fluctuations Risk sub-

categories at p-value<0.05. These results support the research hypothesis H1 as well as 

previous studies. This shows that the impact of corporate governance mechanisms on 

disclosure behaviours varies depending on the level of governance within firms and countries. 

Firms with strong governance are more likely to disclose information about uncertainties 

(Bushman & Smith, 2001; Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 2001). 
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Table 8.6. Multivariate Regression Analysis for Risk Disclosure Quantity (CRD I_Quantity) for German firms 

Independent 

Variables 

(Model) 

 

Total CRD I_Quantity Business Risks-quantity Operational Risks-

quantity 

Management Risks-

quantity 

Fluctuations Risks-

quantity 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .0597 

(0.17) 

 4.68 

(0.21) 

 .5628 

(1.17) 

 .0508 

 (0.12) 

 .7718* 

 (1.65) 

 

Brd_Gend 1.81** 

(2.42) 

 104.22** 

(2.20) 

 3.093 

(1.28) 

 2.874*** 

 (3.31) 

 3.098** 

(2.97) 

 

F-Lead 172.36 

(1.25) 

 106.74 

(1.20) 

 233.90 

(1.28)) 

 -105.94 

(00.64) 

 154.41 

(.82) 

 

Risk_COM 28.61 

(1.31) 

 14.67 

(1.06) 

 14.531 

(0.51) 

 23.861 

(0.92) 

 55.36* 

(1.82) 

 

Audit_Q 30.077 

(1.16) 

 3.960 

(0.24) 

 10.157 

(0.30) 

 55.90  

(1.80) 

 43.715 

(1.22) 

 

AC_NonEX. 

 

.998 

(1.21) 

 .1209 

(0.23) 

 1.437 

(1.29) 

 .4276 

(0.43) 

 2.082* 

(1.81) 

 

AC-INDP .0469 

(1.17) 

 .0284 

(1.11) 

 .8082 

(1.53) 

 .07775* 

(1.63) 

 .2915 

(0.52) 

 

GOV_Score  2.521*** 

(3.29) 

 1.1648** 

(2.96) 

 3.220 

(0.001) 

 3.220*** 

(3.21) 

 2.124** 

(2.07) 

Brd_Size 25.35*** 

(8.23) 

-9.3633* 

(1.69) 

9.185*** 

(4.83) 

2.858 

(1.00) 

260.19*** 

(7.68) 

-3.412 

(0.47) 

31.00*** 

(8.41) 

3.412 

(0.47) 

29.646*** 

(6.91) 

20.501** 

(2.76) 

DUAL -98.86*** 

(-3.09) 

-66.94 

(-1.16) 

-9.185 

(-0.45) 

-4.110 

(-0.14) 

-146.24*** 

(-3.36) 

-135.54* 

(-1.80) 

-121.14*** 

(-3.17) 

-135.543* 

(-1.80) 

-136.91*** 

(-3.07) 

-61.999 

(-.81) 

SIZE 168.321*** 

(9.73) 

265.96*** 

(8.00) 

93.01*** 

(8.37) 

143.98*** 

(8.43) 

206.397** 

(9.36) 

346.48*** 

(7.96) 

147.53*** 

(7.15) 

346.48*** 

(7.96) 

206.16*** 

(8.56) 

276.80*** 

(6.21) 

 LIQ -.290 

(-.04) 

35.78** 

(2.09) 

-2.46 

(-0.49) 

10.321 

(1.17) 

18.8773** 

(1.83) 

57.844** 

(2.58) 

-8.215 

(-0.88) 

57.844** 

 (2.58) 

-12.274 

(-1.13) 

36.488 

(-1.43) 

Beta  9.064 

(0.68) 

82.75** 

(2.17) 

1.656 

(.925 
57.059** 

(2.91) 

1.6560 

(0.09) 

119.77** 

(2.40) 

26.080* 

 (1.64) 

119.77** 

(2.40) 

20.50 

(1.11) 

107.49*** 

(2.10) 

Sal_Growth .2143*** 

(3.18) 

.2399*** 

(3.43) 

.1049** 

(2.42) 

.10994*** 

(3.06) 

.3322*** 

(3.76) 

.2624** 

(2.87) 

.3218*** 

 (4.02) 

.2624** 

(2.87) 

.2422 ** 

(2.58) 

.2947*** 

(3.15) 

ROA .4572** .7667*** .2071** .3664*** .5473** .9259*** .50944** .9259*** .6826*** .8878*** 
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(2.99) (3.28) (2.11) (3.05) (2.74) (3.03) (2.82) (3.03) (3.21) (2.83) 

LEV 83.12 

(1.17) 

-215.04 

(-1.27) 

59.606 

(1.32) 

-140.759 

(-1.61) 

23.850 

(0.25) 

-551.20** 

(-2.48) 

148.88* 

(1.75) 

-551.20** 

 (-2.48) 

230.07** 

(2.32) 

-9.0126 

(-.04) 

AR_Length 0.225** 

(2.80) 

0.824* 

(1.72) 

0.12* 

(1.76) 

0.824 

(0.72) 

.115 

(1.20) 

0.993 

(0.65) 

0.164* 

(1.93) 

1.085 

(0.9) 

.192** 

(2.17) 

0.977 

(0.67) 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept -199.05 

(-1.36) 

-973.23*** 

(-4.37) 

-220.9***  

(-2.38) 

-647.79*** 

(2.84) 

-798.03*** 

(-5.66) 

-1445.9*** 

(-4.96) 

-257.32 

(-1.48) 

-1445.9*** 

(-4.96) 

142.009 

(.70) 

-641.82*** 

(-2.15) 

Obs. 919 295 930 295 919 295 918 295 919 295 

F-statistics Prob 0.000 0.000 0.000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  50.3% 64.7% 30.06% 62.74% 41.46% 59.86% 42.85% 59.86% 46.32% 61.21% 

VIF  2.014 2.83 1.539 2.683 1.7069 2.491 1.749 2.491 1.862 2.577 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively.
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Table 8.7 summarises the relationship between firm-level governance and risk disclosure 

quality within German firms. Models 1, 3, 5, 7, and 9 in Table 8.7 indicate that there is a 

positive and significant association between Brd_Gend and Total CRD II_Scale (model 1) for 

The German firms at p-value < 0.001), which suggests that the high percentage of female 

members on the board of directors of the German firms drive the management pressures 

regarding risk disclosure quality. Furthermore, Total CRD II_Scale, Management and 

fluctuation Risk Quality in the German annual reports are positively affected by Brd_indep at 

a p-value<0.05. The results of model 3 indicate that there is a significant and positive 

association between Risk_COM and the Business risks of CRD II_Scale for the German firms 

at a p-value<0.05, which suggests that the existence of a risk committee in Germany is a 

significant factor in explaining the differences in business risk disclosure quality among the 

German firms.  

This result supports hypotheses Ha4 and agency theory that risk committees are expected to 

produce a higher quality of risk management and internal control of firms’ risk profile by 

providing adequate risk disclosure to different stakeholders, which results in a reduction in 

information asymmetry and subsequently reduces any risks associated with investors’ 

devaluation of the firm and agency costs (Jensen and Meckling, 1976; Subramanian et al., 

2009; Ishak & Yusof, 2020; Jia et al., 2019; Nahar & Jahan, 2021). Furthermore, F_Lead and 

Audit_Q positively affect CRDI_Quantity and its components; however, this relationship is not 

significant.  

Models 2, 4, 6, 8, and 9 of Table 8.7 reports the results of the impact of the governance score 

on risk disclosure quality based on CRD II_Scale and its components. It can be concluded that 

there is a significant relationship between GOV_ Score and total CRDI_Quantity with a 

coefficient of 0.0005 and t-value of 2.22 (p-value<0.001). Also, it is significantly and positively 
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associated with Business, Operational, Fluctuation, and Management risk sub-categories. Thus, 

these results support the research hypothesis H1 and previous studies. This shows that the 

impact of corporate governance mechanisms on disclosure behaviours varies depending on the 

level of governance within firms and countries. Firms with strong governance are more likely 

to disclose information about uncertainties (Bushman & Smith, 2001; Elshandidy and Neri, 

2015; Lim et al., 2007; Sloan, 2001).  

Moreover, concerning the validity of the results, the VIF for each model and The Adj R2 for 

each model indicate that there is not any multicollinearity among the tested variables.   
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Table 8.7 Multivariate Regression Analysis for Risk Disclosure Quality (CRD II_Scale) for German firms 

Independent 

Variables 

(Model) 

Total CRD II_Scale Business Risks-quality Operational Risks- quality Management Risks- quality Fluctuations Risks- 
quality 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .232*** 

(3.22) 

 .00006 

(0.59) 

 .00007 

(0.99) 

 .0004** 

 (2.26) 

 .0004* 

(1.92) 

 

Brd_Gend .0008*** 

(3.49) 

 .0323*** 

(3.56) 

 .00039** 

(2.43) 

 .0008*** 

 (3.48) 

 .0016*** 

 (3.81) 

 

F-Lead .0117 

(0.27) 

 .0012 

(.21) 

 .0035 

(0.11) 

 .0133  

(0.87) 

 .0198 

(0.24) 

 

Risk_COM .0076 

(1.10) 

 .0101*** 

(4.53) 

 .00604 

(1.23) 

 .004 

(0.82) 

 .0156 

(1.22) 

 

Audit_Q .0112 

(1.37) 

 .0002 

(0.51) 

 -.0053 

(0.92) 

 .0003  

(0.30) 

 .0173 

(1.14) 

 

AC_NonEX. 

 

.00006 

(0.24) 

 .00012 

(0.81) 

 .0001 

(0.56) 

 .0002  

(0.65) 

 .00002 

(0.05) 

 

AC-INDP 0.00322 

(0.25) 

 4.026 

(0.94) 

 0.00268 

(0.32) 

 .0009***  

(6.07) 

 0.00463 

(0.20) 

 

GOV_Score  .0005** 

(2.22) 

 .0005** 

(2.99) 

 .0005** 

(2.63) 

 .0008*** 

(3.39)  

 .0004 

(0.89) 

Brd_Size .0049*** 

(5.0) 

.0038** 

(2.09) 

.00005 

(0.09) 

.0017 

(1.41) 

.0032*** 

 (4.69) 

.0012 

(0.92) 

.0038** 

(2.24) 

.0033* 

(1.86) 

.0085*** 

(4.72) 

.0091** 

(-2.68) 

DUAL -.022** 

(-2.24) 

-.0559** 

(-2.90) 

.0008 

(0.26) 

-.022* 

(-1.73) 

-.0199** 

(-2.77) 

-.0455*** 

 (-3.20) 

-.006 

(-0.73) 

-.0544** 

(-2.91) 

-.042** 

(-2.23) 

-.101** 

(-2.84) 

SIZE .0249*** 

(4.51) 

.0414*** 

(3.70) 

-0113*** 

(5.07) 

.02930*** 

(3.89) 

.0160*** 

(4.12) 

.0285*** 

 (3.45) 

.00730 

1.25 

.0377*** 

(3.48) 

.0482*** 

(4.73) 

.0703*** 

(3.40) 

 LIQ .0012 

(0.51) 

.0050 

 (0.87) 

.00006 

(-0.91) 

.0024 

(0.63) 

.0023* 

#(1.35) 

.0022 

(0.53) 

.0003***  

(3.24) 

.00732 

(1.31) 

.0002  

(0.06) 

.0080 

(0.75) 

Beta  .0092** 

(2.18) 

.0186 

(1.47) 

.0013 

(0.91) 

.0023 

(0.28) 

.0027 

(.92) 

.0075 

(0.80) 

.0006 

 (0.16) 

-.0194 

(1.59) 

-.022** 

(2.87) 

-.0500** 

(2.14) 

Sal_Growth .00002 

(1.39) 

.00003 

(1.56) 

.0001*** 

(3.05) 

.00003** 

(2.18) 

.00003** 

(2.24) 

.00003* 

(1.75) 

.0003* 

(1.90) 

.00004* 

(1.80) 

.00002 

(0.61) 

-.00004 

(0.94) 

ROA 0.00349 

(0.07) 

.00012* 

(1.63) 

-.0001* 

(-1.68) 

.00007 

(1.47) 

-.00010 

(0.31) 

.00006 

(1.20) 

-.0001 

(-1.15) 

.0001* 

(1.63) 

0.00875 

(0.10) 

.0002* 

(1.65) 
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LEV .022 

(0.99) 

-.0813 

(-1.43) 

-.002 

(-0.37) 

-.0682* 

(-1.78) 

-.0126 

(.79) 

-.0394 

(-0.94) 

-.005 

(-0.35) 

-.0614 

(-1.11) 

.0418 

(1.00) 

-.15611 

(-1.48) 

AR_Length .961** 

(1.98) 

21.41 

(0.32) 

.961** 

(1.98) 

21.41 

(0.32) 

1.094* 

(1.63) 

2.923 

(0.24) 

.492 

(0.87) 

1.648 

(0.6) 

2.36*** 

(4.06) 

.17 

(0.3) 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept .120*** 

(2.57) 

-.0329  

(-0.44) 

.088*** 

(2.72) 

-.038 

(-0.75) 

.076*** 

(2.33) 

-.0206  

(-0.37) 

.119*** 

 (2.61) 

-.048  

(-0.67) 

.169** 

(1.96) 

-.0245  

(-0.18) 

Obs. 920 296 934 296 920 296 920 296 920 296 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  22.99% 36.89% 17.94% 37.33% 17.61% 31.56% 19.27% 36.55% 23.92% 34.96% 

VIF  1.298 1.584 1.218 1.595 1.213 1.461 1.238 1.576 1.314 1.537 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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Table 8.8 reveals that there is a significant and positive association between Brd_Indep and 

Total CRD III_AHP with a coefficient of .005 and t-value of 1.81; the results support that 

Brd_Indep is positively and significantly associated with Fluctuation risk disclosure quality. 

Similarly, the results support a positive and significant relationship between Brd_Gend and 

Total CRD III_AHP at the coefficients of .06225 and a t-value of 3.34 (p-value < 0.05), which 

suggests that Brd_Gend is significant in explaining differences in CRD III_AHP. These results 

support hypotheses Ha1 and Ha2 that independent and female board members direct the 

management attitude toward disclosing high-quality risk disclosure related to business and 

operational risk information. Furthermore, the specific components of risk disclosure (e.g., BR, 

MR, FR, and OR) are significantly and positively affected by Brd_Gend. Also, F_Lead 

positively affected CRD III_AHP; however, this relationship is not significant.  

 In addition, other firm control variables are correlated positively with CRD III_quality (AHP), 

such as Brd_SIZE, SOZE, LIQ, Sal_Growth, and LEV. Moreover, concerning the validity of 

the results, the VIF and Adj R2 for each model indicate that there is no multicollinearity among 

the tested variables.  

Models 2, 4, 6, and 8 of Table 8.8 reports the results of the impact of the governance score on 

risk disclosure quality based on CRD III_quality and its components. It can be concluded that 

there is a significant and positive relationship between GOV_ Score and total CRD III_quality 

and Business, Operational, and Management risk sub-categories for German firms. Thus, these 

results support the research hypothesis H1 and previous studies. This shows that the impact of 

corporate governance mechanisms on disclosure behaviours varies depending on the level of 

governance within firms and countries. Firms with strong governance are more likely to 

disclose information about uncertainties (Bushman & Smith, 2001; Elshandidy and Neri, 2015; 

Lim et al., 2007; Sloan, 2001). 
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Table 8.8. Multivariate Regression Analysis for Risk Disclosure Quality (CRD III_quality- AHP) for German firms 

Independent 

Variables 

(Model) 

Total CRD III_ AHP Business Risks-quality Operational Risks-

quality 

Management Risks-

quality 

Fluctuations Risks-quality 

 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .005* 

(1.81) 

 .086 

(0.18) 

 .002  

(1.37) 

 .00001 

(0.01) 

 002** 

(2.03) 

 

Brd_Gend 0.0625*** 

(3.34) 

 .2.99*** 

(3.03) 

 .008** 

(2.2) 

 .009*** 

(3.41) 

 .011*** 

(3.81) 

 

F-Lead .9840 

(0.28) 

 1.606 

(0.33) 

 .050 

(0.07) 

 0135 

(0.26) 

 .146 

(0.26) 

 

Audit_Q .8513 

(1.32) 

 .387] 

(1.12) 

 .1110 

(0.85) 

 .182* 

(1.87) 

 .123  

(1.15) 

 

AC_NonEX. 

 

.003 

(0.16) 

 .005 

(0.74) 

 004 

(0.97) 

 .002 

(0.72) 

 .0002 

(0.70) 

 

AC-INDP .0001 

(0.11) 

 -0.00786 

(-0.01) 

 .00003 

(0.18) 

 .0001 

(0.73) 

 .00002 

(0.15) 

 

GOV_Score  .054** 

(2.78) 

 .030** 

(2.99) 

 .011** 

(2.63) 

 .010*** 

(3.39) 

 .002 

(0.89) 

Brd_Size .3723*** 

(4.83) 

.236** 

(1.67) 

.153*** 

(3.87) 

-.104 

(1.41) 

.622*** 

(4.86) 

.0277 

(0.92) 

.061*** 

(5.28) 

.040** 

(1.86) 

.061*** 

4.79) 

.064** 

(2.68) 

DUAL -1.358 

(-1.70) 

-3.69** 

(-2.50) 

-.361 

(-0.84) 

-1.32* 

(-1.73) 

-.410** 

(-2.57) 

-1.002*** 

 (-3.20) 

-.273** 

(-2.25) 

-.653** 

(-2.91) 

-.293** 

(-2.22) 

-.709** 

(-2.84) 

SIZE 1.798*** 

(4.15) 

-3.69** 

(-2.50) 

.894*** 

(3.85) 

1.72*** 

(-3.89) 

.359*** 

(4.31) 

.627*** 

(3.45) 

.2198*** 

(3.37) 

.452*** 

(3.48) 

.326*** 

(4.55) 

.492*** 

(3.40) 

 LIQ .110 

(.056) 

.339 

(0.77) 
.0278 

(.27) 

0.145 

(0.63) 

.052  

(1.45) 

.049 

(0.53) 

.0239 

(0.81) 

0.087 

(1.31) 

.002  

(0.07) 

.056 

(0.75) 

Beta  .5198 

(1.56) 
.608 

(0.63) 
.4069 

(.88) 

.140 

(.28) 
.063 

(0.95) 
.165 

(0.80) 
.113** 

(2.26) 
.233 

(1.59) 
.163** 

(2.96) 
.350** 

(2.14) 

Sal_Growth  .003* 

(1.83) 
.0034* 

(1.94) 
.0019** 

(2.14) 
.002** 

(2.18) 
.0007** 

(2.32) 
.0006* 

(1.75) 
.0004** 

(1.96) 
.00004* 

(1.80) 
.0001 

(0.60) 
.0002 

(0.94) 
ROA .0001 

(.04) 
.009 

(1.55) 
-0.0001 

(-0.09) 
.004 

(1.47) 
.0002 

(.32) 
.001 

(1.20) 
.0001 

(0.30) 
.001 

(1.63) 
.0008 

(-.13) 
.0016* 

(1.65) 
LEV 1.69 

(.95) 

-6.723 

(-1.55) 

.812  

(0.86) 

-4.02* 

(-1.78) 

.356 

(0.98) 

-.868 

(-.94) 

.336 

(1.25) 

-.73 

(-1.11) 

.3172 

(1.07) 

-1.092 

(-1.48) 
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AR_Length 0.361** 

(2.53) 

1.889*** 

(6.12) 

0.155** 

(2.28) 

0.71*** 

(4.64) 

0.34* 

(1.86) 

2.184*** 

(5.51) 

0.441** 

(2.52) 

2.44*** 

(6.45) 

0.533** 

(2.99) 

2.393*** 

(6.42) 
Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Intercept 10.610 *** 

(2.90) 
-3.453  

(-0.60) 
5.329***  

(2.75) 
-2.246  

(-.75) 
1.216* 

 (1.74) 
-.4532 

(-.37) 

1.465***  

(2.66) 

-.581  

(-0.67) 
1.254*** 

(2.07) 
-.172  

(-0.18) 

Obs. 920 296 934 296 920 296 920 296 920 296 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  20.9% 37.4% 17.8% 37.3% 17.4% 31.5% 19.04% 36.5% 23.8% 34.9% 

VIF.  1.265 1.599 1.216 1.588 1.211 1.461 1.235 1.57 1.312 1.537 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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8.3.3. Firm-Level Governance And Risk Disclosure Quantity And Quality In 

France 

Table 8.9 presents the results of the regression analysis for the impact of firm-level governance 

and French firms’ risk disclosure quantity. Table 8.9 indicates a significant association between 

Brd_Indep and the number of business risks at a coefficient of .0045 and a t-value of 1.98 (p-

value<0.01), which supports hypothesis Ha1 that the independent board of directors control the 

management pressure in risk disclosure. The specific components of risk disclosure quantity 

for French firms (e.g., MR) are also significantly and positively affected by Brd_Gend. This 

result supports Ha2 that board diversity in terms of gender affects the extent of risk disclosure 

positively. However, Model 9 indicates that there is a significant and positive correlation 

between the quantity of fluctuation risk disclosure and F_lead at a coefficient of 134.148 and 

t-value of 1.68, which supports Ha3 that females in the top management position motivated 

management toward an intensive volume of risk disclosure. This result also confirms the 

theoretical framework (Agency and Resource-dependence theories) that firms with a female 

chairman/CEO can provide oversight, control and report risks effectively.  

On the other hand, Models 4 and 8 confirm that there is a significant and positive relationship 

between GOV_Score and total Operational and Management Risk sub-categories at a p-

value<0.05. These results support the research hypothesis H1 as well as previous studies. This 

shows that the impact of corporate governance mechanisms on disclosure behaviours varies 

depending on the level of governance within firms and countries. Firms with strong governance 

are more likely to disclose information about uncertainties (Bushman & Smith, 2001; 

Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 2001). 
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Table 8.9. Multivariate Regression Analysis for Risk Disclosure Quantity (CRD I_Quantity) for French firms 

Independent 

Variables 

(Model) 

Total CRD I_Quantity Business Risks-quantity Operational Risks-

quantity 

Management Risks-

quantity 

Fluctuations Risks-

quantity 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep 0.9152 

(0.67) 

 .0045* 

(1.98) 

 1.668 

(0.85) 

 1.2081  

(0.79) 

 1.445 

(0.94) 

 

Brd_Gend .9308 

(0.45) 

 .00218 

(0.65) 

 3.910 

(1.40) 

 4.242** 

(1.95) 

 1.336 

(0.57) 

 

F-Lead 102.08 

(1.42) 

 .0192 

(0.17) 

 161.38 

(1.57) 

 105.94 

(00.64) 

 134.14* 

(1.68) 

 

Risk_COM 45.653 

(1.41) 

 01103** 

(2.18) 

 61.309 

(1.33) 

 23.861 

(0.92) 

 25.187 

(0.70) 

 

Audit_Q 83.3757 

(1.32) 

 .1207 

(1.18) 

 85.372 

(0.94) 

 55.90* 

(1.80) 

 90.920 

(1.28) 

 

AC_NonEX. 

 

12.41*** 

(4.79) 

 .0248*** 

(5.92) 

 20.971*** 

(5.62) 

 -.4276 

 (-0.43) 

 11.61*** 

(4.00) 

 

AC-INDP .1827 

(0.16) 

 .00344* 

(1.90) 

 .8636 

 (0.54) 

 .0777* 

(1.63) 

 .990 

(0.80) 

 

GOV_Score  1.703 

(1.05) 

 .0058** 

 (2.05) 

 3.168 

(1.41) 

 3.220*** 

(3.21) 

 .3203 

(0.16) 

Brd_Size 13.63 

(1.57) 

45.289*** 

(3.28) 

-.0174 

(-1.22) 

.0953*** 

(3.89) 

158.868 

(1.19) 

51.897** 

(2.70) 

31.00*** 

(8.41) 

3.412 

(0.47) 

19.527** 

(2.01) 

53.197*** 

 (3.08) 

DUAL -63.37 

(-1.20) 

-284.57 

(-3.83) 

-.0422 

(-0.49) 

-4.3062** 

 (-2.34) 

-5.241 

(-0.07) 

-253.88** 

 (-2.46) 

-121.14*** 

 (-3.17) 

-135.54* 

(-1.80) 

-86.800 

(-1.47) 

-270.740** 

(-2.92) 

SIZE 18.50 

(.48) 

125.35** 

(2.21) 

.0188 

(0.30) 

-.0060 

(-0.06) 

-1.386 

(-0.03) 

128.728 

(1.63) 

147.53*** 

 (7.15) 

346.48*** 

 (7.96) 

24.77 

(0.58) 

122.415* 

(1.73) 

 LIQ .60522 

(0.22) 

1.089 

(0.43) 

.00196 

(0.46) 

.00002*** 

 (10.01) 

1.8457 

(0.47) 

3.7055 

(1.05) 

-8.215 

 (-0.88) 

57.844** 

(2.58) 

-1.211 

(-0.39) 

-.15099 

(-0.05) 

Beta  69.36 

(1.51) 

46.793 

(0.72) 
.00652 

(0.09) 

.10930 

(0.97) 

73.541 

(1.13) 

98.913 

(1.10) 

26.080* 

(1.64) 

119.77** 

(2.40) 

67.22 

(1.31) 

10.209 

(0.24) 

Sal_Growth .0354 

(0.15) 

-1.349** 

(-2.15) 

.00009 

(0.24) 

-.0007 

(-0.72) 

.3802 

(1.12) 

-1.7307** 

 (-1.99) 

.3218*** 

(4.02) 

.2624** 

(2.87) 

.0487 

(-0.18) 

-1.676** 

(-2.14) 

ROA -1.480 

(-0.61) 

-3.338** 

(-2.22) 

-.0008 

(-0.57) 

-.0009 

(-0.36) 

-2.4636 

(-1.92) 

-5.150** 

 (-2.48) 

.5094** 

(2.82) 

.9259*** 

(3.03) 

-2.285** 

(-2.28) 

-3.9295** 

(-2.10) 
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LEV -92.10 

(-0.61) 

-504.157* 

(-1.82) 

.05101 

(0.21) 

-11.588*** 

 (-3.27) 

-264.741  

(-1.23) 

-971.30** 

 (-2.54) 

148.88* 

(1.75) 

-551.20** 

(-2.48) 

--53.412 

(-0.32) 

-104.114 

(-0.30) 

AR_Length 1.40** 

(2.89) 

.383 

(0.22) 

1.08*** 

(3.72) 

.276 

(0.36) 

1.58** 

(2.36) 

.114 

(0.06) 

.083 

(0.15) 

1.35 

(0.69) 

2.94*** 

(5.03) 

.618 

(0.28) 
Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept -568.14* 

(-1.83) 

-543.54* 

(-1.68) 

2.963*** 

(5.87) 

3.671*** 

(6.55 

-1148.3** 

(-2.73) 

-396.36 

(-0.88) 

-803.07** 

 (-2.36) 

-396.36 

(-0.88) 

-382.03 

(-1.10) 

-554.60 

(-1.37) 

Obs. 913 402 823 374 909 401 909 295 909 401 

F-statistics Prob 0.0000 0.0000 0.000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  10.54% 18.46% 10.35% 18.03% 10.36% 15.88% 9.37% 59.86% 8.82% 16.08% 

VIF  1.117 1.226 1.115 1.219 1.115 1.188 1.103 2.491 1.096 1.191 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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Table 8.10 summarises the relationship between firm-level governance and risk disclosure 

quality within French firms. Models 1, 3, 5, 7, and 9 in Table 8.10 indicate that there is a 

positive and significant association between Brd_Gend and the quality of the operational risk 

disclosure for The French firms at p-value < 0.001), which confirm hypothesis Ha1. Also, 

F_Lead positively and significantly influence Total CRD II_Scale and its components (e.g. BR, 

OR, MR, and FR) at a p-value < 0.001), which confirms Ha2, which suggests that females in 

top management positions in French firms drive the management pressures regarding risk 

disclosure quality. Furthermore, the results of all models indicate that there is a significant and 

positive association between Risk_COM, AC_NonEX, and AC_INDP and the risks disclosure 

quality of CRD II_Scale and its components for French firms at p-value<0.05. These results 

confirm hypotheses Ha3 and Ha4 and also support the argument of agency, resource 

dependence, stakeholders’ theories and the previous studies that the existence of a risk 

committee, female leadership and independent and non-executive AC members are driving the 

management attitude toward risk discourse quality to exert the agency conflict, support 

stakeholders confidence to help firms to access to critical resources. However, Audit_Q is 

positively associated with Total CRD II_Scale and its component; this relationship is not 

significant for French companies. 

Models 2, 4, 6, 8, and 9 of Table 8.10 report the impact of the governance score on risk 

disclosure quality based on CRD II_Scale and its components. It can be concluded that there 

is a positive and insignificant relationship between GOV_ Score and total CRDI_Quantity, 

Business, Operational, Fluctuation, and Management risk sub-categories in France. Thus, these 

results support the research hypothesis H1 and previous studies. Moreover, concerning the 

validity of the results, the VIF for each model and the Adj R2 for each model indicate that there 

is no multicollinearity among the tested variables.   
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Table 8.10. Multivariate Regression Analysis for Risk Disclosure Quality (CRD II_Scale) for French firms 

Independent 

Variables 

(Model) 

 

Total CRD II_Scale Business Risks-quality Operational Risks- quality Management Risks- quality Fluctuations Risks- 
quality 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .0001 

(0.33) 

 .0159 

(0.57) 

 .00009 

(0.31) 

 .00003  

(0.24) 

 .00015 

(0.51) 

 

Brd_Gend .0004 

(1.02) 

 .02224 

(0.53) 

 .0014*** 

(3.20) 

 .0002 

(0.95) 

 .0004 

(0.90) 

 

F-Lead .0650*** 

(4.06) 

 .663 

(0.46) 

 .0720*** 

(4.46) 

 .2494*** 

(3.00) 

 .0535*** 

(3.36) 

 

Risk_COM .0113 

(1.57) 

 1.326** 

(2.03) 

 -.0140* 

(1.94) 

 .0050 

(1.36) 

 .0094 

(1.31) 

 

Audit_Q .0141 

(1.00) 

 1.732 

(1.36) 

 .0041 

(0.29) 

 .0073  

(1.00) 

 .0173 

(1.14) 

 

AC_NonEX. 

 

.0017*** 

(3.07) 

 .2554*** 

(4.86) 

 .00133** 

(2.30) 

 .0014*** 

(4.88) 

 .0022*** 

(3.86) 

 

AC-INDP .00056** 

(2.26) 

 .0294 

(1.31) 

 .00072 ** 

 (2.89) 

 .00027** 

 (2.11) 

 0.00463 

(0.20) 

 

GOV_Score  .0001 

(0.48) 

 .0505 

(1.51) 

 .0002 

(0.75) 

 .0001 

(0.52) 

 .0003 

(0.98) 

Brd_Size .00057 

(0.30) 

.0109*** 

 (3.39) 

.2614 

(1.48) 

1.242*** 

(4.33) 

.0035* 

(1.83) 

.0114*** 

(3.37) 

-.00012 

(-0.12) 

.0038** 

 (2.37) 

-.00019 

(0.10) 

.0132*** 

 (4.15) 

DUAL -.0050 

(-0.43) 

-.0422** 

(-2.45) 

-.3057 

(-0.29) 

-4.087** 

(-2.66) 

-.0093 

(-0.78) 

-.0505** 

 (-2.77) 

.0085 

(1.39) 

-.0064 

(-0.74) 

.0069 

(0.59) 

-.0472** 

 (-2.76) 

SIZE .0035 

(0.41) 

-.0018 

(-0.14) 

-.2185 

(-0.28) 

.4438 

(0.38) 

.0032 

(0.38) 

.0025 

(0.18) 

-.0002 

-0.05 

.00005 

(0.01) 

-.0038 

(0.44) 

-.0085 

(-0.65) 

 LIQ .0006 

(1.00) 

.0003  

(0.59) 

.0359 

(0.64) 

.0184 

(0.35) 

-.00016 

(-0.26) 

-.0002 

(-0.43) 

.0003 

(1.07) 

.00031 

(1.03) 

.0008 

(1.31) 

.0006 

(1.07) 

Beta  .0046 

(0.46) 

.0004 

(0.03) 

.7929 

(0.85) 

.0310 

(0.02) 

.0008 

(.26) 

.0094 

(0.59) 

.0016  

(0.30) 

.0060 

(0.79) 

.0046 

(0.46) 

.00346 

(0.23) 

Sal_Growth .00006 

(-1.22) 

-.0001 

(-1.31) 

.0014 

(0.30) 

-.0186 

(1.43) 

-.00005 

(-0.97) 

.-.0002 

(-1.36) 

.-.00001 

(-0.39) 

.-.00003 

(-0.53) 

.-.00006 

(-1.29) 

-.0002 

(-1.41) 

ROA -.00047** .0008** -.0300* .0504* -.0004** -.0008** -.00028** .0005** -.0004** -.0007** 
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(-2.38) (2.42) (-1.65) (-1.63) (-2.19)  (-2.25)  (-2.73)  (-2.95)  (-2.30)  (-2.20) 

LEV -.0001 

(-0.00) 

-.008 

(0.13) 

1.712 

(0.56) 

-12.004** 

 (-2.09) 

.0110 

(0.33) 

-.0592 

(-0.87) 

-.007 

(-0.41) 

.0128 

(0.39) 

-.0017 

(0.05) 

.0385 

(0.60) 

AR_Length   0.133* 

(1.79) 

.351* 

(1.87) 

.035* 

(1.93) 

.037 

(0.21) 

.121 

(1.23) 

.368* 

(1.77) 

.180** 

(2.06) 

.251 

(0.55) 

.19** 

(2.17) 

.89* 

(1.71) 
Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept .0448 

(0.65) 

.01340 

(0.18) 

-4.567 

(-0.73) 

.116 

(0.02) 

-.0406 

(-0.59) 

-.0425 

(-0.53) 

-.0220 

(-0.62) 

-.0011 

(-0.03) 

-.0251 

(-0.37) 

.0140 

(0.19) 

Obs. 914 403 914 403 914 403 914 403 914  

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  11.28% 17.01% 10.22% 17.06% 12.69% 14.68% 11.41% 18 % 12.02% 34.96% 

VIF  1.127 1.204 1.113 1.205 1.145 1.172 1.128 1.219 1.316 1.537 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% 

levels, respectively. 
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Table 8.11 reveals that there is a significant and positive relationship between Risk_COM and 

CRD III_AHP and its components. These results support hypothesis Ha4 that the existence of 

a risk management committee directs the management attitude toward disclosing high-quality 

risk disclosure related to business and operational risk information. In addition, the results 

indicate that there are positive relationships between Brd_Indep, Brd_Gend, F-Lead, Audit_Q, 

and AC-INDP and CRD III_AHP and support the research hypotheses Ha1, Ha2, Ha3, and 

Ha4; however, these relationships are not significant within French firms. Other firm control 

variables are correlated positively with CRD III_quality (AHP), such as Brd_SIZE, SIZE, LIQ, 

Sal_Growth, and LEV. Moreover, concerning the validity of the results, the VIF and Adj R2 

for each model indicate that there is no multicollinearity among the tested variables.  

Models 2, 4, 6, and 8 of Table 8.11 reports the results of the impact of the governance score on 

risk disclosure quality based on CRD III_quality and its components. It can be concluded that 

there is a significant and positive relationship between GOV_ Score and Operational and 

Management risk sub-categories for French firms. Thus, these results support the research 

hypothesis Ha5 and previous studies. This shows that the impact of corporate governance 

mechanisms on disclosure behaviours varies depending on the level of governance within firms 

and countries. Firms with strong governance are more likely to disclose information about 

uncertainties (Bushman & Smith, 2001; Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 

2001) . 
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Table 8.11. Multivariate Regression Analysis for Risk Disclosure Quality (CRD III_quality- AHP) for French firms 

Independent 

Variables 

(Model) 

Total CRD III_AHP Business Risks-quality Operational Risks-

quality 

Management Risks-

quality 

Fluctuations Risks-quality 

 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .015 

(.57) 

 .012 

(.67) 

 .0007 

(0.21) 

 0.002 

(0.63) 

 .0009 

(0.24) 

 

Brd_Gend .022 

(0.53) 

 .004 

(0.15) 

 .004 

(0.85) 

 .0014 

(0.28) 

 .004 

(0.85) 

 

F-Lead .663 

(.46) 

 .510 

(.53) 

 -.650 

(-0.35) 

 .0223 

(0.12) 

 .197 

(0.99) 

 

Risk _COM  1.36** 

(2.03) 

 .807* 

(1.86) 

 .164** 

(1.99) 

 .2023** 

(2.31) 

 .1600*** 

(3.96) 

 

Audit_Q 1.73 

(1.36) 

 1.56* 

(1.85) 

 .0514 

(0.32) 

 .094 

(0.55) 

 014** 

(6.27) 

 

AC_NonEX. 

 

.255*** 

(4.86) 

 .152*** 

(4.35) 

 .042*** 

(6.45) 

 .035*** 

(5.03) 

 .0014 

(0.46) 

 

AC-INDP .029 

(1.31) 

 .021 

(1.41) 

 .002  

(0.83) 

 .004 

(1.57) 

 .031 

(0.18) 

 

GOV_Score  .0505 

(1.51) 

 .026 

(1.21) 

 .006* 

 (1.61) 

 .008* 

(1.94) 

 .008* 

(1.71) 

Brd_Size .261 

(1.48) 

1.24 

(4.3) 

.121 

1.04) 

.6940*** 

(3.66) 

.022* 

(1.89) 

.147 

(4.0) 

.059** 

(2.52) 

.223 

(5.74) 

.037 

(1.54) 

.176*** 

(4.36) 

DUAL -.305 

(-.29) 

-4.08** 

(-2.66) 

-.708 

(.99) 

-3.39*** 

(3.33) 

.313** 

(2.31) 

.035 

(0.18) 

.020 

(0.14) 

-.467** 

(-2.24) 

.1042 

(0.71) 

-.264 

(-1.21) 

SIZE -.218 

(-.28) 

.4438 

(-0,38) 

.193  

(0.37) 

1.05 

(1.35) 

-.177* 

(-1.80) 

-.184 

(-1.23) 

-.1446 

(-1.38) 

-.220 

(-1.38) 

-.114 

(-1.07) 

-.206 

(-1.24) 

 LIQ .035 

(0.64) 

.018 

(0.35) 

.0022 

(0.08) 

-.004 

(-0.14) 

.009  

(1.36) 

0.007 

(1.18) 

.0095 

(1.27) 

.008 

(1.19) 

.0103 

(1.34) 

.006 

(0.90) 

Beta  792 

(0.85) 
.0310 

(.02) 
.541 

(0.87) 
.330 

(0.37) 
.027 

0.23) 
.061 

(0.36) 
.090 

(0.72) 
.104 

(0.57) 
.179 

(1.41) 
.256 

(1.35) 
Sal_Growth  1.02** 

(.488) 
-.018 

(-1.43) 
.0003 

(0.11) 
-.0128 

(-1.49) 
.0006 

(1.04) 
-.0007 

(-0.47) 
.0005 

(0.81) 
-.002 

(-1.40) 
.0003 

(0.47) 
-.0024 

(-1.34) 
ROA .001 

(0.30) 
-.050 

(-1.63) 
-.015 

(-1.30) 
-.031 

(-1.55) 
-.005** 

(-2.20) 
-.008** 

(-2.04) 
-.0053** 

(-2.18 
-.006 

(-1.50) 
-.004* 

(-1.72) 
-..4 

(-0.96) 
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LEV 1.71 

(0.56) 

-12.0** 

(-2.09) 

2.366 

(1.17) 

-9.477** 

(-2.50) 

-.250  

(-0.65) 

-.877 

(-1.20) 

-.206  

(-0.50) 

-.781 

(-1.00) 

-.194 

(-0.47) 

-.868 

(-1.07) 

AR_Length 3.4*** 

(6.05) 

2.58*** 

(3.82) 

.74** 

(2.19) 

.47 

(1.56) 

4.35*** 

(5.47) 

3.33*** 

(3.80) 

5.65*** 

(8.40) 

4.7*** 

(6.31) 

3.1*** 

(4.59) 

2.04** 

(2.41) 
Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept 
-4.56 

(-0.73) 
.116 

(0.02) 
-6.185 

(-1.48) 
-4.254 

(-0.96) 
.0093 

(0.01) 
1.640* 

(1.92) 

-.197 

(-0.24) 
1.107 

(1.22) 
1.593* 

(1.85) 

1.624* 

(1.71) 

(0.59) 
Obs. 914 403 914 403 914 403 914 403 914 403 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  10.2% 17.6% 10.5% 17.6% 11.3% 15.6% 19.3% 18.9% 17.8% 15.18% 

VIF.  1.11 1..20 1.117 1.211 1.12 1.184 1.239 1.233 1.216 1.178 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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8.3.4. Firm-level governance and Risk Disclosure Quantity and quality in Italy   

Table 8.12 presents the results of the regression analysis for the impact of firm-level 

governance and Italian firms’ risk disclosure quantity. Table 8.9 indicates that there is a 

significant and positive association between Brd_Indep and CRD I_Quantity, Business, and 

Operational risk sub-categories (Model 1, 2, 1nd 3). The specific components of risk 

disclosure quantity for Italian firms (e.g., MR) are also significantly and positively affected by 

Brd_Gend. These results support hypotheses Ha1 and Ha2 that board diversity in terms of 

independence and gender affect positively the volume of risk disclosure, which confirms the 

theoretical framework (Agency and Resource-dependence theories) that firms with a high 

percentage of independent and female directors can provide oversight, control and report risks 

effectively. Also, Risk_COM and Audit_Q have a positive impact on CRD I_Quantity; 

however, these relationships are not significant within the Italian firms. Models 1, 2, and 3 also 

indicate that there is a significant and positive correlation between AC_NonEX and CRD 

I_Quantity, Business, and Operational risks at a p-value <0.05.  

On the other hand, Models 2, 4, 6, 8 and 10 confirm an insignificant positive relationship 

between GOV_Score and total CRD I_Quantity and its components at a p-value<0.05. These 

results support the research hypothesis Ha5 as well as previous studies. This shows that the 

impact of corporate governance mechanisms on disclosure behaviours varies depending on the 

level of governance within firms and countries. Firms with strong governance are more likely 

to disclose information about uncertainties (Bushman & Smith, 2001; Elshandidy and Neri, 

2015; Lim et al., 2007; Sloan, 2001) . 
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Table 8.12. Multivariate Regression Analysis for Risk Disclosure Quantity (CRD I_Quantity) for Italian firms 

Independent 

Variables 

(Model) 

 

Total CRD I_Quantity Business Risks-quantity Operational Risks-

quantity 

Management Risks-

quantity 

Fluctuations Risks-

quantity 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .3835** 

(1.96) 
 

32.085* 

(1.68) 
 

.4958* 

(1.64) 
 

.0001 

(1.05) 
 

.0010 

(-0.03) 
 

Brd_Gend .3002 

(1.33) 
 

13.959 

(-0.06) 
 

.3378 

(0.94) 
 

.0003** 

(2.46) 
 

.0128 

(0.28) 
 

F-Lead 3.921 

(0.46) 
 

.5297 

(0.06) 
 

10.390 

(0.78) 
 

.0145** 

(2.92) 
 

-2.144 

(1.25) 
 

Risk_COM .7027 

(0.12) 
 

4.309 

(0.73) 
 

.19679 

(0.02) 
 

.0003 

(0.10) 
 

1.048 

(0.86) 
 

Audit_Q 2.827 

(0.28) 
 

3.223 

(0.33) 
 

7.0838 

(0.45) 
 

-.0048  

(-0.82) 
 

2.555 

(1.24) 
 

AC_NonEX. 

 

.9541** 

(2.77) 
 

.6021* 

(1.79) 
 

1.2865** 

(2.42) 
 

0.00445 

(0.02) 
 

.0434 

(0.62) 
 

AC-INDP .1448 

(1.01) 
 

.0943 

(0.68) 
 

.2826 

(1.26) 
 

.00013* 

(1.72) 
 

.0117 

(0,40) 
 

GOV_Score 
 

.04019 

(0.12) 
 

.3324 

(1.08) 
 

.3500 

(0.65) 
 

.0001 

(0.66) 
 

.2292 

(0.31) 

Brd_Size -1.124 

(-1.04) 

-2.744 

(-1.30) 

-1.1968 

(-1.13) 

-.99322 

(-0.52) 

-18.999 

(-1.09) 

-5.485* 

(-1.65) 

-.0014** 

(-2.23) 

-.0005 

(-0.47) 

-.1144 

(-0.52) 

-.5392 

(-1.18) 

DUAL 2.426 

(0.39) 

-21.231 

(-1.38) 

-5.0969 

(-0.84) 

-35.531** 

(-2.52) 

7.172 

(0.72) 

-38.805 

(-1.59) 

.0144*** 

 (3.90) 

.00519 

(0.59) 

-.691 

(-0.55) 

-2.275 

(-0.68) 

SIZE -2.894 

(-0.70) 

9.527 

(1.38) 

-2.324 

(-0.57) 

7.7766 

(1.23) 

-5.4974 

(-0.85) 

18.515 

(1.70) 

.00312 

(1.30) 

.0093** 

(2.38) 

-.99131 

(-1.18) 

.8769 

(0.58) 

 LIQ 3.631 

(0.85) 

2.689 

(0.29) 

1.1823 

(0.29) 

-6.2685 

(-0.74) 

6.7432 

(1.03) 

9.862 

(0.67) 

-.0045*  

(-1.86) 

-.01439** 

(-2.71) 

.6109 

(0.71) 

-.1683 

(-0.08) 

Beta  3.460 

(0.47) 

6.549 

(0.40) 

3.312 

(046) 

29.066* 

(1.92) 

6.2725 

(0.54) 

2.317 

(0.09) 

.0111** 

(2.56) 

.012979 

(1.38) 

.8919 

(0.60) 

1.8329 

(0.51) 

Sal_Growth .00009 

(-1.25) 

-.0002** 

(-2.20) 

-.00008 

(-1.07) 

-.0001 

(-1.27) 

-.0001  

(-1.21) 

-.0002* 

(-1.62) 

0.0050 

(1.09) 

0.00034 

(0.66) 

-0.0029 

(-.19) 

-0.0067 

(-0.34) 
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ROA .0744 

(0.21) 

-.2502 

(-0.23) 

.1095 

(0.32) 

2.348** 

(2.38) 
.22185 

(0.39) 

-.61337 

(-0.36) 

.00002 

(0.10) 

0.0035 

(0.01) 

-.0051 

(0.07) 

-.0753 

(-0.32) 

LEV 3.411 

(0.15) 

-3.697 

(-0.09) 

1.7575 

(0.08) 

-3.4357 

(-0.09) 

6.7088 

(0.20) 

12.0399 

(0.18) 

-.1497 (-

1.17) 

-.0578** 

(-2.34) 

4.555 

(1.01) 

-3.169 

(-0.33) 

AR_Length 2.993** 

(3.74) 

3.552** 

(6.54) 

0.172 

(0.39) 

0.666** 

(2.41) 

3.488** 

(3.21) 

3.731** 

(5.06) 

5.501** 

(5.73) 

5.945** 

(2.12) 

3.175** 

(4.59) 

3.842** 

(5.78) 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept 149.33*** 

(4.44) 

52.60 

(0.95) 

176.4*** 

(4.12) 

11.36 

(0.22) 

1633.7*** 

(7.31) 

271.2*** 

 (3.69) 

59.2 

(0.68) 

.0890*** 

(3.38) 

.0603* 

(1.92) 

19.20** 

(2.16) 

Obs. 658 182 658 182 658 182 658 182 658 182 

F-statistics Prob 0.084 0.0731 0.0330 0.0635 0.2923 0.3225 0.0000 0.0031 0.8678 0.8091 

Adj R2  17.54% 18.05% 16.7% 18.36% 13.98% 14.09% 19.54% 23.87% 13.18% 19.61% 

VIF  1.213 1.220 1.20 1.224 1.163 1.164 1.243 1.313 1.152 1.244 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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Table 8.13 summarises the relationship between firm-level governance and risk disclosure 

quality within Italian firms. Models 1, 3, 5, 7, and 9 in Table 8.13 indicate that there is a positive 

relationship between Brd_Indep and Operational Risks- quality with a coefficient of .0008 and 

t-test of 2.97, which supports the research hypothesis Ha1 that firms with a high percentage of 

independent directors are more likely to disclose high-risk information quality. Also, Brd_Gend 

positively affected Total CRD II_Scale at a coefficient of .0003 and t-test of 2.45, which 

supports the research hypothesis Ha2 that firms with diverse boards in terms of gender are more 

likely to disclose high-risk information quality.  

Furthermore, the results reveal that there are positive and significant associations between 

F_Lead, AC_INDP and Total CRD II_Scale and its components (e.g. BR, and MR) for the Italian 

firms at a p-value < 0.001), which suggests that the existence of females in top management 

positions and AC independent directors for Italian firms drive the management pressures 

regarding risk disclosure quality. Risk_COM, on the other hand, is significantly and positively 

associated with risk disclosure quality, particularly Fluctuations Risks-quality at p-value< 0.1, 

which support hypothesis Ha4 that firms with risk committee seem to disclose high-quality risk 

information. 

Moreover, the results of all models indicate that there is a significant and positive association 

between Audit_Q and the risks disclosure quality (CRD II_Scale) and risk components for 

Italian firms at a p-value<0.05. These results confirm hypotheses Ha3 and Ha4, and also 

support the argument of agency, resource dependence, stakeholders’ theories and the previous 

studies that the existence of a risk committee, female leadership and independent and non-

executive AC members are driving the management attitude toward risk discourse quality to 

exert the agency conflict, support stakeholders confidence to help firms to access to critical 
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resources. On the other hand, Brd_Indep and Brd_Gend significantly and positively affect the 

quality of Management and Operational risk sub-categorise  

Models 2, 4, 6, 8, and 9 of Table 8.10 report the impact of the governance score on risk 

disclosure quality based on CRD II_Scale and its components. It can be concluded that there 

are an insignificant and positive relationship between GOV_ Score and total CRDI_Quantity, 

Business, Operational, Fluctuation, and Management risk sub-categories. Thus, these results 

support the research hypothesis Ha5 and previous studies. Moreover, concerning the validity 

of the results, the VIF for each model and The Adj R2 for each model indicate that there is not 

any multicollinearity among the tested variables.   

 

 

 



226 

 

Table 8.13. Multivariate Regression Analysis for Risk Disclosure Quality (CRD II_Scale) for Italian firms 

Independent 

Variables 

(Model) 

Total CRD II_Scale Business Risks-quality Operational Risks- quality Management Risks- quality Fluctuations Risks- 
quality 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .00004 

(0.40) 

 .01388 

(1.10) 

 .0008** 

(2.97) 

 .0001  

(1.05) 

 .00001 

(0.21) 

 

Brd_Gend .0003** 

 (2.46) 

 .0036 

(.25) 

 .0009** 

(2.67) 

 .0001 

(1.22) 

 .00006 

(0.60) 

 

F-Lead .0119** 

(2.44) 

 .0133** 

(2.42) 

 .01341 

(1.07) 

 .0145** 

(2.92) 

 .-.0015 

(-0.41) 

 

Risk_COM .0006 

(.0034) 

 .0006 

(0.18) 

 -.0130 

(-1.45) 

 .00036 

(0.10) 

 .004* 

(1.69) 

 

Audit_Q .0098* 

(1.69) 

 .0022 

(0.34) 

 .044*** 

(3.00) 

 .0048 

(0.82) 

 .003 

(0.74) 

 

AC_NonEX. 

 

.00009 

(0.47) 

 .0002 

(0.97) 

 -0007 

(1.51) 

 0.0044 

(0.02) 

 .0001 

(0.77) 

 

AC-INDP .00023** 

(2.79) 

 .0002** 

(2.41) 

 .0004** 

(2.15) 

 .0001* 

(1.72) 

 .0001** 

(2.23) 

 

GOV_Score  .00003 

(0.19) 

 .00037 

(1.50) 

 

 

.0004 

(1.19) 

 .0001 

(0.66) 

 .00008 

(0.57) 

Brd_Size -.0011* 

(-1.86) 

-.0015 

(-1.32) 

-.0005 

(-.81) 

-.0014 

(-0.94) 

-.0011 

(-.74) 

-.0023 

(-0.99) 

-.00014** 

 (-2.23) 

-.0005 

(-0.47) 

-.0004 

(-0.96) 

-.0017* 

(-1.90) 

DUAL .0022 

(0.62) 

.00732 

(0.87) 

.0049 

(1.24) 

.0015 

(0.13) 

-.0114 

(-1.24) 

.0248 

(1.45) 

.0144*** 

 (3.90) 

.00519 

(0.59) 

-.003 

(-1.23) 

-.0023 

(-0.35) 

SIZE .0075*** 

(3.15) 

-.0047 

(1.27) 

.001 

(0.53) 

-.0008 

(0.16) 

.02866*** 

 (4.74) 

.0047 

(0.63) 

-.0031 

1.30 

.009** 

(2.38) 

.009*** 

(5.04) 

.0058** 

(1.97) 

 LIQ -.006** 

(-2.54) 

-.0088* 

(-1.74) 

-.00494* 

(-1.80) 

-.0104 

(-1.51) 

-.0015 

(-0.25) 

-.0071 

(-0.69) 

-.004* 

(-1.86) 

-.0143** 

(-2.71) 

-.003* 

(-1.81) 

-.0033 

(-0.83) 

Beta  .0164*** 

(3.88) 

.0065 

(0.72) 

0111** 

(2.34) 

.0310 

(1.51) 

.0355*** 

(3.24) 

.0023 

(0.13) 

.011** 

(2.56) 

.0129 

(1.38) 

.011*** 

(3.50) 

.001 

(0.19) 

Sal_Growth 0.00129** 

(2.91) 

0.0012** 

(2.54) 

0.00316 

(0.63) 

.0169 

(1.38) 

0.0047 *** 

(4.28) 

0.0042*** 

(4.20) 

0.00505*** 

(1.09) 

0.0034 

(0.01) 

0.00126 

(0.35) 

0.00320 

(0.01) 

ROA -.0001 

(-0.54) 

-.0012** 

(-2.11) 

-.00005 

(-0.25) 

-0089 

(-1.12) 

-.0007 

(-1.51) 

-.0026** 

(-2.19) 

.00002 

(0.19) 

0.00351 

(0.01) 

-.00009 

(-0.61) 

-.001*** 

(-3.11) 
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LEV -.059*** 

(-4.61) 

-.074*** 

(3.14) 

-.030** 

(2.10) 

-.063** 

(-1.97) 

.-.1452*** 

 (-4.51) 

-.107** 

(-2.22) 

-.147 

(-1.17) 

-.578** 

(-2.34) 

-.062*** 

(-6.09) 

-.069*** 

(-3.73) 

AR_Length 0.3** 

(2.23) 

0.226* 

(1.71) 

0.042* 

(1.63) 

0.03 

(0.19) 

0.394** 

(2.23) 

0.149 

(0.35) 

0.339** 

(2.08) 

0.231** 

(2.61) 

0.035 

(0.4) 

0.796** 

(2.05) 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept .058** 

(2.30) 

.067** 

(2.22) 

.052* 

(1.86) 

.1313*** 

(3.20) 

.110* 

(1.66)) 

.0538 

(.88) 

.089 

(3.38) 

.060* 

(1.92) 

.011 

(0.56) 

.023 

(0.98) 

Obs. 658 182 658 182 658 182 658 182 658 182 

F-statistics Prob 0.0000 0.0000 0.0000 0.0149 0.0000 0.0000 0.0000 0.0031 0.0000 0.0000 

Adj R2  27.27% 21.23% 13% 21.23% 18.45% 58.03% 19.5% 23.87 % 37.09% 55.18% 

VIF  1.374 1.706 1.149 1.269 1.183 2.382 1.105 1.313 1.589 2.231 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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Table 8.14 reveals that there is a significant and positive impact of Brd_Indep on Fluctuation 

CRD III_AHP. These results support hypothesis Ha1 that independent directors direct the 

management attitude toward disclosing high-quality risk disclosure related to fluctuating risk 

information. Also, Brd_Gend significantly and positively directs the quality of risk disclosures 

(Model 1 and 3). In addition, concerning the validity of the results, the VIF and Adj R2 for each 

model indicate that there is no multicollinearity among the tested variables. Also, the results 

support the role of female leadership and risk committee on risk disclosure quality, where there 

are positive relationships between F_Lead, Risk _COM, and Total CRD III_quality (AHP); 

however, these relations are not significant.  

Models 2, 4, 6, and 8 of Table 8.14 reports the results of the impact of the governance score on 

risk disclosure quality based on CRD III_quality and its components. It can be concluded that 

there is an insignificant and positive relationship between GOV_ Score and Operational and 

Management risk sub-categories for French firms. Thus, these results support the research 

hypothesis H1 as well as previous studies. This shows that the impact of corporate governance 

mechanisms on disclosure behaviours varies depending on the level of governance within firms 

and countries. Firms with strong governance are more likely to disclose information about 

uncertainties (Bushman & Smith, 2001; Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 

2001) . 
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Table 8.14. Multivariate Regression Analysis for Risk Disclosure Quality (CRD III_quality- AHP) for Italian firms 

Independent 

Variables 

(Model) 

Total CRD III_AHP Business Risks-quality Operational Risks-

quality 

Management Risks-

quality 

Fluctuations Risks-quality 

 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .0063 

(0.51) 

 .532 

(.69) 

 .002  

(0.43) 

 .0008 

(0.58) 

 .001* 

(1.84) 

 

Brd_Gend .024* 

(1.67) 

 .489 

(0.55) 

 .015** 

(1.97) 

 .0002 

(0.18) 

 .0009 

(0.87) 

 

F-Lead .267 

(0.48) 

 .100 

(0.30) 

 .452 

(1.55) 

 004 

(.7) 

 .005 

(0.12) 

 

Risk _COM  .376 

(0.97) 

 .263 

(1.11) 

 .53 

(0.25) 

 .006 

(.16) 

 .011 

(0.40) 

 

Audit_Q .883 

(1.33) 

 .56 

(1.42) 

 .001  

(0.00) 

 .053  

(.73) 

 .030 

(0.61) 

 

AC_NonEX. 

 

.077*** 

(3.42) 

 .038** 

(2.83) 

 .024** 

(2.10) 

 .002 

(0.82) 

 .001 

(.87) 

 

AC-INDP .0008 

(0.09) 

 .008 

(1.44) 

 .006 

(1.37) 

 .0005  

(.55) 

 .0002 

(0.36) 

 

GOV_Score  -.023 

(-1.07) 

 -.004 

(-0.31) 

 -.161 

(-1.37) 

 -.004 

(-1.70) 

 .0003 

(0.23) 

Brd_Size  -.027 

(-0.39) 

.001 

(0.01) 

-.064 

(-1.51) 

-.0471 

(-0.57) 

0172 

(0.45) 

.062 

(0.85) 

-.005 

(-.73) 

-.021 

(-1.33) 

-.00005 

(-0.01) 

-.0006 

(-0.07) 

DUAL -.386 

(-0.94) 

1.17 

(1.15) 

-.0281 

(-0.11) 

.43 

(0.71) 

-.301 

(-1.38) 

.837 

(1.55) 

.-95** 

(2.08) 

-.143* 

(-1.9) 

-.051* 

(-1.65) 

.024 

(0.34) 

SIZE .210 

(0.81) 

.163 

(0.36) 

.147  

(0.90) 

.041 

(0.15) 

-.103 

(-0.73) 

-.008 

(-0.04) 

-.001 

-.04 

.110** 

(2.24) 

-.010 

(-0.53) 

.310 

(0.95) 

 LIQ .256 

(.92) 

-.660 

(-1.08) 

.357** 

(2.14) 

-.189 

(-0.52) 

-.188 

 (-1.31) 

-.395 

(-1.21) 

.0119 

(0.39) 

-.050 

(-.76) 

.0021 

(0.10) 

-.017 

(-0.40) 

Beta  .214 

(0.45) 
1.35 

(1.24) 
.192 

(0.66) 
1.12* 

(1.74) 
.130 

(0.51) 
.052 

(0.09) 
.055 

(1.03) 
.150 

(1.27) 
.022 

(0.60) 
.0400 

(0.51) 
Sal_Growth  0.00315 

(.61) 
-0.00110 

(-0.02) 
0.00118 

(0.60) 
0.00408 

(0.11) 
0.00290 

(0.11) 
-0.00748 

(-0.24) 
-0.00164 

(-0.29) 
-0.00142 

(-0.22) 
0.00624* 

(1.62) 
0.00458 

(1.05) 
ROA .00002 

(0.00) 
.098 

(1.39) 
.0065 

(0.47) 
-0.553 

(1.42) 
-.003 

(-0.25) 
.022 

(0.61) 
.0010 

(0.39) 
.011 

(1.55) 
.0005 

(0.33) 
.004 

(0.85) 
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LEV -2.04 

(-1.41) 

.458 

(0.16) 

.854  

(0.98) 

2.38 

(1.40) 

-2.72 *** 

(-3.64) 

-2.38 

(-1.57) 

.428** 

(2,70) 

.613** 

(1.97) 

-.335*** 

(-3.03) 

-.231 

(-1.12) 

AR_Length .0008** 

(2.37) 

0.003 

(1.91) 

.001*** 

(3.16) 

0.164** 

(2.24) 

.0001 

(1.33) 

0.002 

(0.36) 

.004*** 

(3.97) 

0.003 

(1.77) 

.0004** 

(2.66) 

0.007** 

(3.16) 
Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept 17.62*** 

(7.01) 
4.26 

(1.17) 
9.37*** 

(5.43) 
3.18 

(1.47) 
5.89*** 

(3.65) 
.012 

(0.01) 
1.62*** 

(4.97) 
1.17** 

(2.97) 
.569** 

(2.60) 
-.055 

(-0.21) 
Obs. 658 182 658 182 658 182 658 182 658 182 

F-statistics Prob 0.0098 0.0407 0.0859 0.1309 0.0040 0.0602 0.8229 0.0970 0.2256 0.2142 

Adj R2  15.8% 19.3% 16.03% 16.6% 16.7% 30% 19.97% 17.4% 15.2% 15.3% 

VIF.  1.87 1.239 1.19 1.20 1.20 1.9 1.25 1.21 1.18 1.18 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively. 
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8.4. Multivariate Regression Analysis for the Impact of Ownership Structure 

on Risk Disclosure within and between Firms in the UK, Germany, France, 

and Italy 

In this section, we present the results of the regression models for the relationship between 

ownership structure and risk disclosure quantity and quality in the UK, Germany, France, and 

Italy. Panel A. of Table 8.15 presents the regression analysis results of the relationship between 

ownership structure and risk disclosure quantity based on CRDI_Quantity index for the UK, 

Germany, France, and Italy. It can be seen that CON_OWM in the UK and French firms (Model 

1 and 5) is significantly and negatively associated with CRDI_Quantity with coefficients of -

.165 and -.0007, respectively, and t-value of -1.81 and -2.96, respectively (p-value<0.05), 

which suggests that firms with high CON_OWM seem to do not change their risk disclosure 

levels and risk components over time.  

This result confirms hypothesis Hb1 and agency theory; the need for public accountability 

through disclosure tends to be less in closely held firms due to low outsider interests and an 

increase in public firms (Khan et al., 2013).  

Also, FOR_OWN (Model 2, 4, and 6) is significantly and positively associated with 

CRDI_Quantity for the UK, German, and French firms with coefficients of .0004, 0.003, and 

.004 and t-value of 2.65, 2.19, and 1.65 (p-value<0.05). Similarly, INS_OWN is significantly 

and positively associated with CRDI_Quantity for the UK, German, and French firms with 

coefficients of .0089, 0.0010, and .0005 and t-value of 2.88, 2.20, and 1.67 (p-value<0.05). 

Nevertheless, the MAN_OWM for the UK, French, and Italian firms are significant and negative 

in association with CRD I_Quantity with coefficients of -0.001, -0.007, and -42.63, 

respectively, and t-values of -2.74, -2.56 and -2.04, respectively (p-value <0.05). Conversely, 

GOV_OWN is positively associated with total risk disclosure quantity for French firms with 
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coefficients of -0.002 and a t-value of -4.93 (p-value<0.05). These results support the research 

hypotheses Hb3, Hb2, and Hb5 and approve the empirical results of the prior literature (e.g., 

Abraham & Cox, 2007; Barako et al., 2006; Elzahar & Hussainey, 2012; Ntim et al., 2012). 

Also, the VIF values indicate that there is no potential multicollinearity in the empirical model. 

Panel B of Table 8.14 indicates that there is a significant association between CON_OWM for 

the UK, German, and French firms (Model 1, 3, and 5) is significantly and negatively 

associated with CRD II_Scale with coefficients of -.218, -.77 and -23.21, respectively, and t-

value of -8.26, -8.9, and -2.82, respectively (p-value<0.001).which suggests that firms with 

high CON_OWM are less likely to disclose the high quality of risk information over time. This 

finding supports the agency theory that CON_OWN diminishes agency conflicts by acting as a 

substitute for other corporate governance mechanisms. The general assembly is likely to 

motivate management toward engaging in high levels of risk disclosure in order to improve the 

decisions for shareholders. Similarly, MAN_OWN is negatively correlated with CRD II_Scale 

in the UK and Italy, with the coefficients of -36.73 and -42.63, respectively, which support 

hypothesis Hb5 that firms with a high percentage of management ownership seem to disclose 

less quality information related to risk issues. In addition, p-value of -2.05 and -2.04 

respectively (p-value < 0.05). Conversely, FOR_OWN and INS_OWN are associated positively 

with CRD II_Scale p-value <0.05, which is in line with hypotheses Hb2 and Hb4.  

Panel C. of Table 8.14 indicates that there are a significant association between CON_OWM in 

the UK, French and Italian firms (Models 1 and 5) is significantly and negatively associated 

with CRD III_AHP with coefficients of -.165 and -.0007, respectively, and t-value of -1.81 and 

--2.96, respectively (p-value<0.05), which suggests that firms with high CON_OWM are less 

likely to disclose the high quality of risk disclosure and change their risk disclosure levels 

increase over time. Also, FOR_OWN in Model 2 of the UK firms is significantly and positively 
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associated with CRD III_AHP with coefficients of .44 and a t-value of 3.73 (p-value<0.001). 

However, in Italy, FOR_OWN is significantly and negatively associated with CRD III_AHP 

with coefficients of -.0127 and a t-value of -1.93 (p-value <0.1). Furthermore, INS_OWN of 

the German firms (Model 4) is significantly and positively associated with CRD III_AHP with 

coefficients of .099 and a t-value of 2.6 (p-value<0.05). Conversely, MAN_OWN is negatively 

associated with CRD III_AHP for the UK and French firms with coefficients of -0.273 and -

.073 and t-value of -2.01 and -3.67 (p-value<0.05). These results support the research 

hypotheses Hb1, Hb2, Hb4, and Hb5 and approve the empirical results of the prior literature 

(e.g., Abraham & Cox, 2007; Barako et al., 2006; Elzahar & Hussainey, 2012; Ntim et al., 

2012). Also, the VIF values indicate that there is not any potential multicollinearity in the 

empirical model. 
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Table 8.15. Multivariate Regression Analysis for the effect of Ownership Structure and Risk Disclosure  

Panel A. Risk Disclosure Quantity 

Independent Variables 

(Model) 

UK German France Italy 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) 

Ownership Structure          

CON_OWM -.0165* 

(-1.81) 

 -.0001 

(-0.86) 

 -.0007** 

(-2.96) 

 

 -.00002 

(-0.35) 

 

MAN_OWN 
 

-.001** 

(-2.74) 
 

-.002** 

(-2.14) 
 

-.007** 

(-2.56) 
 

-42.63** 

 (-2.04) 

FOR_OWN 
 

.0004** 

(2.65) 
 

.00003 

(0.19) 
 

.0004* 

(1.65) 
 

.0004* 

(1.91) 

GOV_OWN 
 

.0000 

(0.06) 
 

.0010 

(0.97) 
 

.002*** 

 (4.93) 
 

.186 

(1.03) 

INS_OWN 
 

.00089*** 

 (2.88) 
 

.0010*** 

(2.20) 
 

.0005* 

(1.67) 
 

3.36  

(0.06) 

Brd_Size .00089 

(0.65) 

.0012*** 

(2.88) 

.0043*** 

(4.91) 

.0045*** 

(5.03) 

.0029 

(1.57) 

.003** 

(2.05) 

.0006 

(1.09) 

70.421** 

(2.36) 

DUAL -.003 

(-.47) 

-.006 

(-0.95) 

-.016* 

(1.72) 

-.0173 

(01.7*7) 

-.122 

(-1.02) 

-.015 

(-1.32) 

.004 

(1.35) 

13.177 

(1.39) 

SIZE .020*** 

(4.67) 

.0211*** 

(4.75) 

.027*** 

(5.23) 

.028*** 

(5.45) 

-.006 

(-0.77) 

-.0048 

(-0.59) 

.0063** 

(2.87) 

-1.814 

(-1.2) 

 LIQ .0036** 

(2.69) 

.0332** 

(2.37) 

.0005 

(0.24) 

0.0006 

(0.28) 

.00034  

(0.55) 

.0003 

(0.52) 

-.0079*** 

(-3.76) 

0.011 

(0.502) 

Beta  
.0022 

(0.73) 
.002 

(0.85) 
.008** 

(2.03) 
.0076** 

(1.83) 
.0036 

-0.35) 
.0014 

(0.14) 
.016*** 

 (3.76) 
70.421** 

(2.36) 
Sal_Growth  -.0002 

(-0.92) 
-.00024 

(-0.90) 
.00003 

(1.47) 
.00003 

(1.50) 
-.00006* 

(-1.84) 
-.00003 

(-0.62) 
0.00120** 

(-2.64) 
13.177 

(1.39) 

ROA 
-.0004** 

(-2.31) 
-.0002 

(-0.90) 
0.00546 

(0.11) 
.00001 

(0.23) 
-.0003* 

(-1.84) 
-.0003 

(-1.52) 
-.0002 

(-1.07) 
-1.814 

(-1.2) 

LEV -.0026 -.0037 020 .0200 .004  .0024 -.0504*** 85.422 
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(-0.20) (-0.28) (0.94) (0.90) (0.12) (0.07)  (-3.76) (0) 

AR_Length 0.002** 

(3.52) 

0.061*** 

(4.76) 

0.075*** 

(3.13) 

0.002** 

(2.86) 

0.002** 

(2.08) 

0.002*** 

(3.44) 

0.002*** 

(3.96) 

0.006*** 

(3.17) 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes 

Intercept 
-752.72*** 

(-7.55) 
-618.38*** 

(-6.84) 
-360.11*** 

(-3.16) 
-363.01 

(0.72) 
530.63** 

(2.22) 
738.85*** 

(3.06) 
101.60*** 

(3.11) 
115.95*** 

(3.60) 

Obs. 1546 1546 915 915 899 899 615 606 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0001 0.0000 

Adj R2  15.8% 16.64% 22.9% 23.4% 17.5% 10.3% 25.4% 26.25% 

VIF  1.18 1.199 1.298 1.305 1.21 1.114 1.34 1.355 

Panel B. Risk Disclosure Quality II 

Independent Variables 

(Model) 

UK German France Italy 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) 

Ownership Structure          

CON_OWM -0.218** 

(-8.260) 

 -0.77** 

(8.98) 

 -23.21**  

(-2.82) 

 -85.422 

(-0.002) 

 

MAN_OWN  -36.73** 

(-2.05) 

 -14.349 

(-1.42) 

 -36.89** 

(-2.51) 

 -42.63** 

 (-2.04) 

FOR_OWN  .0003* 

(1.97) 

 .0001*** 

(0.64) 

 .0003 

(0.81) 

 .0004 

(1.01) 

GOV_OWN  .132 

(0.86) 

 .0413 

(0.53) 

 .134 

(0.66) 

 .186 

(1.03) 

INS_OWN  .657** 

(2.01) 

 18.83* 

(1.81) 

 16.71*** 

(3.28) 

 3.36**  

(2.06) 

Brd_Size 16.74*** 

(1.677) 

68.287** 

(2.68) 

9.432** 

(9.25) 

32.502** 

(4.21) 

29.63***  

(12.76) 

95.984** 

(4.08) 

12.11***  

(6.22) 

70.421** 

(2.36) 

DUAL   1.02** 

(.488) 

9.35 

(1.19) 

1.003***  

(3.40) 

2.082 

(0.88) 

1.16* 

 (1.72) 

3.515 

(0.47) 

-.420 

(-0.74) 

13.177 

(1.39) 

SIZE -.110 

(.072) 

-1.595 

(-1.25) 

-0.02 

 (0.47) 

-0.553 

(-1.44) 

-.093 

(-0.97) 

-1.327 

(-1.11) 

0.2482 -1.814 

(-1.2) 

 LIQ .0118*** 

(.0019) 

0.009 

(0.556) 

.0022**  

(2.20) 

0.002 

(0.82) 

.012*** 

(4.85) 

0.008 

(0.484) 

.016*** 

(7.09) 

0.011 

(0.502) 
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Beta  16.74*** 

(1.677) 
68.287** 

(2.68) 
9.432** 

(9.25) 
32.502** 

(4.21) 
29.63***  

(12.76) 
95.984** 

(4.08) 
12.11***  

-6.22) 
70.421** 

(2.36) 
Sal_Growth  1.02** 

(.488) 
9.35 

(1.19) 
1.003***  

(3.40) 
2.082 

(0.88) 
1.16*  

(1.72) 
3.515 

(0.47) 
-.420 

(-0.74) 
13.177 

(1.39) 
ROA -.110 

(.072) 
-1.595 

(-1.25) 
-0.02  

(0.47) 
-0.553 

(-1.44) 
-.093 

(-0.97) 
-1.327 

(-1.11) 
0.2482 

(.549) 
-1.814 

(-1.2) 
LEV 10.79* 

(6.247) 

0.218** 

(80.260) 

3.632  

(1.16) 

0.77** 

(-8.98) 

23.21** 

(2.82) 

-1.137 

(0) 

6.37  

(0.87) 

85.422 

(0) 

AR_Length .0002** 

(2.78) 

0.001 

(0.79) 

.0000 

(1.60) 

0.005 

(0.43) 

.0007*** 

(3.84) 

0.001 

(1.11) 

.0001*** 

(4.40) 

0.137* 

(1.89) 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes 

intercept 0207*** 

(8.09) 
.217*** 

(9.20) 
.095** 

(2.59) 
.939** 

(2.42) 
.260*** 

(4.78) 
.287*** 

(5.26) 
.0816*** 

(4.24) 
.0777*** 

(4.10) 
Obs. 1546 1546 915 915 899 899 615 606 

F-statistics Prob 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 

Adj R2  20.1% 40% 13.25% 50% 21.3% 30% 19.03% 30% 

VIF  1.002 1.7 1.0013 1.8 1.0021 1.9 1.0019 1.9 

Panel C. Risk Disclosure Quality III 

Independent Variables 

(Model) 

UK German France Italy 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) 

Ownership Structure          

CON_OWM -.0171** 

(-1.98) 

 -.0039 

(-0.39) 

 -.0681*** 

(-3.19) 

 -.0219** 

(-2.34) 

 

MAN_OWN  -.0273** 

(-2.01) 

 -.0079 

(-0.72) 

 -.073*** 

 (-3.67) 

 -.011 

(-1.52) 

FOR_OWN  .044*** 

(3.73) 

 .0018 

(0.13) 

 .0023 

(0.08) 

 .0217* 

(1.93) 

GOV_OWN  .0213 

(1.15) 

 .073 

(0.71) 

 .113** 

(2.10) 

 .0123 

(0.88) 

INS_OWN  .145** 

(2.07) 

 .099** 

(2.60) 

 .067 

(0.88) 

 .020  

(0.67) 

Brd_Size .0855 .102 .315*** .336*** .4677** .488** -.102 --.092 
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(0.96) (1.14) (4.58) (4.78) (-2.75) (2.83) (-1.45) (-1.30) 

DUAL   .4988 

1.10 

.244 

(0.54) 

-.949 

(-1.24) 

-.969 

(-1.27) 

-.593  

(0.55) 

-.9325 

(0.87) 

-.8195 

(-2.01) 

-.662* 

(-1.61) 

SIZE 1.560*** 

(5.43) 

1.548*** 

(5.41) 

1.99*** 

(4.92) 

2.07*** 

(5.14) 

-.346 

(-0..47) 

-.285 

(-0.38) 

-.1152 

(-0.46) 

-.100 

(-0.40) 

 LIQ .2410** 

(2.78) 

.229** 

(2.64) 

0077 

(0.41) 

.099 

(0.51) 

.0291  

(0.53) 

.0221 

(0.40) 

.2744 

(0.96) 

.299 

(1.04) 

Beta  .3021 

(1.50) 
.376** 

(2.68) 
.426 

(1.31) 
.3667 

(0.82) 
.372 

(0.04) 
.222 

(0.24) 
.4172 

(0.83) 
.582 

(1.14) 
Sal_Growth  -.0076 

(-0.43) 
-.009 

(-.55) 
.0032* 

(1.94) 
.003 

(1.95) 
.0009  

(0.19) 
.002 

(0.41) 
0.00304 

(0.59) 
0.00370 

(0.72) 
ROA -.031** 

(-2.63) 
-.0292** 

(-2.46) 
.0001 

(0.04) 
.0006 

(0.18) 
-.029* 

(-1.64) 
-.024 

(-1.37) 
.0046 

(0.20) 
.0049 

(0.21) 
LEV .299 

(0.35) 

.292 

(0.35) 

1.55 

(0.89) 

1.43 

(.82) 

1.993  

(0.64) 

1.855 

(0.60) 

-2.042 

(-1.35) 

-2.016 

(-1.33) 

AR_Length .0008** 

(2.77) 

0.003 

(0.79) 

.001 

(1.32) 

0.001 

(0.06) 

.0001* 

(1.61) 

0.001 

(1.18) 

.0002*** 

(3.84) 

0001*** 

(4.42) 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes 

intercept 15.83*** 

(9.61) 
16.87*** 

(11.10) 
9.05*** 

(3.15) 
8.566** 

(2.82) 
1633.7*** 

(7.31) 
19.73*** 

(4.05) 
22.47*** 

(4.54) 
11.81*** 

(5.46) 
Obs. 1546 1546 915 915 899 899 615 606 

F-statistics Prob 0.0000 0.0001 0.0000 0.0000 0.0000 0.0000 0.0588 0.0484 

Adj R2  14.7% 15.8% 20.90% 21.5% 17.4% 18.3% 15.7% 16.3% 

VIF  1.172 1.187 1.264 1.274 1.21 1.22 1.186 1.19 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, respectively. 
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8.5. Discussion and summary  

This chapter aims to analyse the determinants of the risk disclosure quantity and quality 

through investigating the relationship between firm-level governance mechanisms, ownership 

structure, and risk disclosure within the UK, Germany, France, and Italy. The empirical results 

indicated that there is a significant association between Brd_Indep, Brd_Gend and risk 

disclosure quantity and quality, which indicates that any increment in independent and female 

directors will cause other increases in total risk quantity and quality. These results support the 

first and second research hypotheses Ha1 and Ha2 that firms with a high percentage of 

independent and female directors may disclose more high-quality risk information.  

Consequently, the results provide practical evidence to support the arguments of the agency 

theory that independent directors are an important requirement of CG to promote the interests 

of other stakeholders in risk disclosure. Independent directors are more likely to be independent 

in their opinions. They can give objective and beneficial thoughts, which are more likely to 

mitigate agency conflicts between principals and agents (Elshandidy & Neri, 2015 Elamer et 

al., 2019, Elamer, Ntim, and Abdou, 2020; Mcchlery & Hussainey, 2021; Isiaka, 2021; 

Adelopo et al., 2021), and respond to owners' and other stakeholders' concerns about risk 

disclosure (stakeholder theory). Furthermore, gender diversity on the board of directors can 

improve board independence and managerial ability of directors (Cabedo & Tirado, 2004; 

Elzahar & Hussainey, 2012; Mcchlery & Hussainey, 2021; Isiaka, 2021; Adelopo et al., 2021; 

Hao & Dong; 2022) on one side, and enhance the relationships with stakeholders, on the other 

side (Amran et al., 2009; Donaldson & Preston, 1995; Adelopo et al., 2021; Abdallah & 

Eltamboly, 2022), and gains critical resources such as finance and contracts (resource-

dependence theory). This necessitates enhancing corporate legitimacy and reputation by 

motivating management to disclose adequate levels of risk disclosure (institutional theory and 

legitimacy theory). 
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Furthermore, F_Lead is significantly and positively associated with risk disclosure quantity 

and quality, which confirms hypotheses Ha3 and supports the argument of agency, resource 

dependence, stakeholders’ theories and the previous studies that the controlling-ability of a 

board of directors requires diversity in knowledge, experience, and gender, which may reduce 

the agency conflicts, information asymmetry and provide more information about risk 

preferences of EU mangers and support firms to gain access to the critical resources (Hillman 

& Dalziel, 2003; Jia, 2019; Elamer, Ntim, and Abdou, 2020). 

Similarly, the results reveal that Risk_COM significantly and positively affects risk disclosure 

quantity and quality within and between  EU firms, which supports the research hypothesis 

Ha4 and the arguments of the agency, resource dependence, and stakeholders’ theories that 

firms with risk committee may give specialised insight in terms of risk disclosure and 

management, which results in a reduction in information asymmetry and subsequently reduces 

any risks associated with investors’ devaluation of the firm and agency costs (Jensen and 

Meckling, 1976; Subramanian et al., 2009; Ishak & Yusof, 2020; Jia et al., 2019; Isiaka, 2021; 

Nahar & Jahan, 2021). Also, helps stakeholders to obtain sufficient information about risk and 

make better risk management decisions (Karamanou & Vafeas, 2005; Pirson &Turnbull, 2011; 

Jia et al., 2019; Elamer et al., 2019; Hao & Dong; 2022). 

Audit_Q also is significantly and positively associated with risk disclosure quantity and quality, 

which confirms hypotheses Ha5 and coincides with the explanation of the agency theory and 

the prior studies (Mokhtar & Mellett, 2013; Abdel-Fattah, 2008; Nahar & Jahan, 2021; 

Bozzolan & Miihkinen, 2021) that major auditors are more likely to provide the best services 

in auditing and insurance, which contributes to high-quality disclosure. Also, big audit firms 

force their clients to comply with accountability standards, require them to adhere to mandatory 

disclosure rules, and persuade them to disclose additional information on audit forms 
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voluntarily, and mandatory risk disclosure is positively interlinked and adversely linked with 

risk disclosure.  

There is a significant and positive relationship between GOV_ Score and risk disclosure 

quantity and quality for EU firms, which supports hypothesis H1 and previous studies. This 

shows that the impact of corporate governance mechanisms on disclosure behaviours varies 

depending on the level of governance within firms. Firms with strong governance are more 

likely to disclose more and higher quality information about uncertainties (Bushman & Smith, 

2001; Elshandidy and Neri, 2015; Lim et al., 2007; Sloan, 2001) . 

CON_OWM is significantly and negatively associated with CRD I_Quantity, CRD II_Scale, 

and CRD III_AHP, which suggests that firms with high CON_OWM are less likely to disclose 

high quantity and quality of risk information over time. These results support the research 

hypothesis H2a and approve the empirical results of the prior literature (e.g., Abraham & Cox, 

2007; Barako et al., 2006; Elzahar & Hussainey, 2012; Ntim et al., 2012; Elamer et al., 2019; 

Abdallah & Eltamboly, 2022). These results are also in line with the agency theory perspective, 

which suggests that the concentrated ownership is likely to motivate management to engage in 

low levels of risk disclosure in order to keep the internal information about firms’ threats 

secrete. 

INS_OWN and FOR_OWN are positively associated with risk disclosure quantity and quality, 

which support hypotheses Hb2 and Hb4, and appear to be in line with the stakeholder and 

institutional theory, which suggests that companies with a high percentage of institutional and 

governmental ownership will actively seek to win government and institutions support as a 

powerful stakeholder (Freeman, 1984; Freeman & Reed, 1983; Gray et al., 1995; Salem, Ayadi, 

and K. Hussainey, 2019) by complying with the governance codes, social rules (DiMaggio & 

Powell, 1983; Scott, 1987) and informative risk disclosure that may help in legitimising their 
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operations (Branco & Rodrigues, 2006; Pfeffer & Salancik, 1978). These results also support 

the empirical results of the prior literature (e.g., Abraham & Cox, 2007; Barako et al., 2006; 

Elzahar & Hussainey, 2012; Ntim et al., 2012; Salem, Ayadi, and K. Hussainey, 2019; Elamer, 

Ntim, and Abdou, 2020) that institutional owners are similar to other shareholders in 

motivating and push management toward the high quality and extent of risk disclosure. 

Therefore, the main findings of INS_OWN appear to be in line with the stakeholder theory, 

which suggests that institutional ownership is more similar to other shareholders because the 

institutional investors are more interested in risk disclosure, particularly risk information 

(Elamer, Ntim, and Abdou, 2020). 

All in all, the empirical results support the research hypotheses H1 and H2 and approve the 

explanations of the multi-theoretical framework, particularly agency, institutional and resource 

dependence theory, which also supports the empirical results of the prior literature (e.g., 

Abraham & Cox, 2007; Barako et al., 2006; Elzahar & Hussainey, 2012; Ntim et al., 2012; 

Neifara & Jarboui, 2018; Salem, Ayadi, and K. Hussainey, 2019; Elamer, Ntim, and Abdou, 

2020; Mbithi, Wang’ombe, and Moloi, 2020; Isiaka, 2021; Nahar & Jahan, 2021; Hao & Dong; 

2022), that firm-level governance and ownership structure drive the differences in risk 

disclosure quantity and quality within the UK, German, French, and Italian firms. Table 8.16 

summarises the results of the main hypotheses under each model. 
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Table 8.16. Summary of hypothesis test results for all risk disclosure indices 

Prior studies Expected 

Sign 

Research hypotheses Results 

CRD quality CRD 

Quantity AHP Scale 

Firm-level governance 

+/-  +/-  +/- + Ha1 Independent directors A + 

+/-  +/- +/- + Ha2 Gender diversity  A + 

? ? +/- + Ha3 Female leadership A + 

+/- +/- +/- + Ha4 Risk management committee A + 

+/- +/- +/-   + Ha5 Audit quality A + 

+ + + + H1 Governance score A + 

? ? ?   + Hb1 Concentrated ownership A - 

? ? ?   + Hb2 Management ownership A - 

+/-  +/- +/-   + Hb3 Institutional ownership A + 

+/- +/- +/-   + Hb4 Foreign ownership A + 

+/-  +/- +/-   + Hb5 Government ownership R + 

A means that the hypothesis is accepted, R means the hypothesis is rejected with and without a significant 

relationship, + means positive association, - means negative association, +/- means mixed result, and ? Means that 

to the best of the researcher’s knowledge, the relationship was not studied before. 

8.6. Robustness tests   

We have conducted a number of additional analyses to determine the robustness of findings. 

First, to address potential endogeneity concerns, we estimate a lagged CRD–CG structure (e.g., 

Ntim et al., 2013; Elamer et al., 2019; Salem, Ayadi, and K. Hussainey, 2019; Isiaka, 2021; 

Nahar & Jahan, 2021). In lagged models, in which all variables are the same as in main models, 

except that we include a one-year lag between CRD and CG such that the current year's CRD 

depends on the previous year's firm-level governance and ownership structure. The results (un-

tabulated) are generally consistent with the main results presented in the current chapter, 

implying that this evidence is robust to estimating a lagged CRD-CG nexus.  

Moreover, following prior studies (Ntim et al., 2013; Salem, Ayadi, and K. Hussainey, 2019; 

Elamer, Ntim, and Abdou, 2020), we address potential endogeneities that may be caused by 

omitted variables by estimating two-stage least squares (2SLS). In the first stage, we conjecture 

that based on extensive theoretical and empirical literature (Elamer et al., 2021), CG will be 
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determined by all control variables. We then use the predicted values estimated from a CG 

model as instruments. In the second stage, we utilise the instrumented variables of CG and 

rerun the model using Equations 1-3 presented in Chapter 4, as follows: 

𝐶𝑅𝐷𝑖𝑡 = 𝛼0 +  �̂�1𝐵𝑟𝑑_𝐼𝑛𝑑𝑒𝑝𝑖𝑡 +  �̂�2𝐵𝑟𝑑_𝐺𝑒𝑛𝑑𝑖𝑡 + �̂�3𝐹_𝐿𝑒𝑎𝑑𝑖𝑡 +  �̂�4𝑅𝑖𝑠𝑘 _𝐶𝑂𝑀𝑖𝑡 +

 �̂�5𝐴𝑢𝑑𝑖𝑡_𝑄𝑖𝑡 + ∑ 𝛽𝑖 
𝑛
𝑖=1 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡 + 휀𝑖𝑡                                                     (6) 

𝐶𝑅𝐷𝑖𝑡 = 𝛼0 + �̂�1𝐺𝑜𝑣_𝑆𝑐𝑜𝑟𝑒𝑖𝑡 + ∑𝛽𝑖

𝑛

𝑖=1

 𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡 + 휀𝑖𝑡     (7) 

 

𝐶𝑅𝐷𝑖𝑡 = 𝛼0 + �̂�1𝐶𝑂𝑁_𝑂𝑊𝑁𝑖𝑡 + �̂�2 𝑀𝐴𝑁_ 𝑂𝑊𝑁𝑖𝑡 + �̂�3 𝐹𝑂𝑅_𝑂𝑊𝑁𝑖𝑡 + �̂�4 𝐺𝑂𝑉_𝑂𝑊𝑁𝑖𝑡  

+ �̂�4 𝐼𝑁𝑆𝑂𝑊𝑁𝑖𝑡 + ∑𝛽𝑖 

𝑛

𝑖=1

𝐶𝑂𝑁𝑇𝑅𝑂𝐿𝑆𝑖𝑡 + 𝛿𝑖𝑡 + 휀𝑖𝑡                        (8) 

  
As stated in Equations 1-3, in Chapter 4, , nothing changes in Equation 6-8, other than that we 

use the predicted values from the first-stage estimation as instruments for the CG variables. 

The results (un-tabulated) are qualitatively similar to the main results in this chapter, indicating 

that the results are robust to potential endogeneity that may result from omitted variables. 

robust to potential endogeneities that may arise from omitted variables. Also, the slight 

difference in the magnitude of the governance (CG) variables coefficients is generally 

consistent with previous evidence that instrumented parts of governance (CG) variables tend 

to predict risk disclosure more strongly than their un-instrumented parts (Ntim et al., 2012; 

Elamer et al., 2019; Elamer, Ntim, and Abdou, 2020; Mcchlery & Hussainey, 2021). 
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8.7. Concluding Remarks 

This chapter explained the statistical analysis of the relationship between firm-level governance 

mechanisms, ownership structure, risk disclosure quantity and quality within the UK, 

Germany, France, and Italy. The empirical results indicated that the independent directors, 

female leadership, audit quality, risk committee, concentrated ownership, institutional 

ownership, and overall governance score are the main indicators of the risk disclosure quantity. 

Also, the results support the thoughts of the agency theory that the independent directors, risk 

management committee and audit quality represent the focus of CG to promote the interests of 

other stakeholders in information disclosure.  

On the other hand, ownership structure largely explains the differences in risk disclosure 

quantity and quality within the EU countries. According to the empirical results, there is 

consensus on the determinants of risk disclosure quantity and quality, the adopted multi-

theoretical framework, and the pieces of evidence from prior studies that indicate corporate 

governance mechanisms and ownership structure are likely to account for the differences in 

risk disclosure quantity. The next chapter aims to analyse the incentives of risk disclosure 

incentives across EU countries.  
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Chapter Nine: Empirical Results on the Determinants of Risk 

Disclosure Quantity and Quality Across EU Countries: A Cross-

Country Analysis 

9.1. Overview 

The previous chapter addressed the main determinants that contribute to the differences in risk 

disclosure quantity and quality within and between firms in four countries. As described in the 

previous chapter, empirical results suggest that the independent directors, female leadership, 

audit quality, concentrated ownership, institutional ownership, and overall governance score 

largely explain the differences in risk disclosure quantity and quality within and between firms 

in four countries. This chapter aims to investigate the main incentives for the quantity and 

quality of risk disclosures within and between firms across the UK and Germany, France and 

Italy. In this chapter, we address two major questions. The first question examines how 

corporate governance can explain the quantity and quality of risk disclosure at a firm level. The 

second question focuses on country-level analyses and examines whether the quality of 

national governance can affect the quantity and quality of risk disclosure within and between 

firms across four EU countries. 

 

This chapter is structured as follows. Section 9.2 discusses the descriptive statistics, correlation 

matrix and multicollinearity test. Section 9.3 reveals the results of the multivariate regression 

analysis for risk disclosure quantity across EU countries. Section 9.4 reveals the results of the 

multivariate regression analysis for risk disclosure quality across EU countries. Section 9.5 

discusses the results of the multivariate analysis of the moderation effect of country-level 

governance. However, section 9.6 summarises the results of the robustness analysis. Finally, 

Section 9.7 makes concluding remarks. 
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9.2. Descriptive statistics, correlation matrix, and Multicollinearity Test 

9.2.1. Descriptive statistics  

This section summarises the descriptive statistics for all variables included in the multivariate 

analysis across EU countries. Table 9.1 reports that the mean value of risk disclosure quantity 

among EU countries is 574.18, which coincides with the previous studies that EU countries 

disclose a considerable volume of risk information in their annual reports (Elshandidy, 2011). 

Also, the degrees of risk disclosure quality with mean values of 48.22% (risk disclosure quality 

II) and 65%, respectively (risk disclosure quality III), which indicates that EU firms disclose 

high-quality risk information to all stakeholders in terms of risk disclosure tone/behaviour.  

Table 9.1 presents the statistics of the firm-level governance across EU countries; it can be 

seen that the average percentage of board diversity in terms of independent directors 

(Brd_Indep) and gender (Brd_Gend) are almost 51.64% and 23.63%, respectively, ranging 

from a minimum of 0 to a maximum of 100%. These results support that EU firms commit to 

the recommendations of the European corporate governance codes regarding the need for 

greater diversity in the board of directors’ composition. Additionally, there are almost 8% of 

female leadership in top management (F-Lead). This result is relatively low and does not 

support the corporate governance recommendations of gender diversity and women 

empowerment in top management. Risk committee (Risk_COM) existence across the EU firms 

is relatively small, where almost 0.6% of EU firms have risk committees. In contrast, the 

percentage of independent and non-executive audit committee (AC) members for EU firms are 

74.55% and 96.29% of AC members.  

Audit_Q suggests that over 84.58% of EU firms are audited by the big 4 audit firms with a 

standard deviation of 1.53. Also, the average percentage of GOV_Score is 52.6%, ranging from 
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0 to 98.43. Furthermore, the mean values of ownership structure are likely to be different 

among the European countries, where the mean values of the CON_OWM, MAN_OWN, 

FOR_OWN, GOV_OWN and INS_OWN for the EU firms are 63.54%, 16.23%, 9.41%, 1.71% 

and 6.67%, with maximum values of 100%, 98%, 99%, 84%, and 76%.  

On the other hand, Table 9.1 also summarises the descriptive of country-level governance 

indicators. We can conclude that the mean values of the national governance quality indicators 

are 1.26, 0.45, 1.36, 1.44, and 1.4. Also, the mean value of NGQ across EU countries is 1.24 

ranging from 0.47 to 1.81. Furthermore, BSIZE in EU firms ranges between 2 and 26, with an 

average of 10 board members, whereas the mean value of DUAL suggests that 26% of the EU 

firms have duality in CEO and chairman positions. Also, the mean values for the other firm-

specific characteristics, such as SIZE, LIQ, Beta, Sal_Growth, ROA, and LEV, are 6.07, 1.159, 

1.13, 74.32, 6.92, and 0.19, respectively. Also, the mean value of the length of EU annual 

reports’ pages is 176.18. At the country level, the average values of EU countries' GDP per 

capita and Inflation are 41393.83 and 1.34. These countries follow different law systems 

(common law in the UK and code law in Germany, France and Italy) with a mean value of 19.4 

and different cultural values (PD, IND, MAS, UA, LTO, and ING) with mean values of 37.19, 

70.31, 61.25, 60.41, 58.61, and 42.28.  

Table 9.1. Summary of Descriptive statistics for tested variables 

Variable Obs. Mean SD Min Max 

CRDI_Quantity 4,477 725.57 574.18 0 3532.5 

CRD II_Scale 4,480 21.75 11.18 0 48.22 

CRD III_AHP 4,480 0.26 0.14 0 0.65 

Firm-level Governance      

Brd_Indep 4,425 51.64 24.05 0 100 

Brd_Gend 4,453 23.63 15.77 0 100 

F-Lead 4,480 .08325    .3098  0 1 

Risk _COM  4,456 0.73 0.6 0 11 

AC-INDP   4,453 74.55 117.65 0 7575 

AC_NonEX. 4,462 96.29 10.78 16.6 100 

Audit_Q 4,473 0.84 1.53 0 100 
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GOV_Score 2,175 52.63 22.1 0 98.43 

Ownership      

CON_OWM  4,286 63.54 25.41 0 100 

MAN_OWN 4,281 16.23 23.6 0 98 

FOR_OWN 4,277 9.41 16.86 0 99 

GOV_OWN 4,276 1.71 7.53 0 84 

INS_OWN 4,294 5.67 8.42 0 76 

Country-level governance 

variables 
     

VA 4,479 1.26 0.13 0.92 1.44 

PS 4,479 0.45 0.28 -0.1 1.41 

GE 4,479 1.36 0.41 0.37 1.74 

RQ 4,479 1.44 0.4 0.64 1.85 

RO 4,479 1.44 0.48 0.25 1.89 

COC 4,479 1.44 0.6 -0.03 1.95 

NGQ 4,479 1.24 0.35 0.47 1.81 

Control Variables       

Brd_Size 4,462 9.37 3.92 2 26 

DUAL   4,455 0.26 0.47 0 1 

SIZE 4,473 6.07 0.89 1.58 8.84 

 LIQ 4,442 1.59 19.54 -1220.64 338.98 

LEV 4,467 0.19 0.19 0 2.7 

Beta 4,382 1.13 0.76 -1.33 7.46 

Sal_Growth 
4,439 74.32 

26.07 

26.07 
1.47 99.45 

ROA 4,343 6.92 35.86 -1216.16 269.11 

AR_Length 4,396 176.18 94.25 10 201 

GDP per capita 

 
4,478 41393.83 4365.53 30230.23 47959.99 

Inflate 4,478 1.34 0.86 -0.1 3 

Legal System (LS) 4,479 19.45 34.71 0 1 

MAS  4,479 61.25 10.4 43 70 

UA  4,479 60.41 21.04 35 86 

LTO  4,479 58.61 6.07 51 65 

Notes: This table explains the correlation coefficient of the relationship between risk disclosure quality measured 

using a point scale from 0 to 6, where CRD II_Scale: corporate risk disclosure Index for measuring the risk disclosure 

quality using (0-6) point scale; Brd_Indep: independent board of directors; Brd_Gend: gender diversity of the board 

of directors; -F-Lead: female leadership; Audit-Q: audit quality, Risk-COM: risk committee existence, overall NGQ; 

the composite score of the country-level governance mechanisms, CON-OWN: concentrated ownership, MAN-

OWN, management ownership, FOR-OWN foreign ownership, GOV-OWN: government ownership, INS-OWN: 

institutional ownership, GOV-Score: firm-level governance score.  All variable definitions are presented in Table 

4.4.  
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9.2.2. Correlation matrix and Multicollinearity Test 

Table 9.2 presents the initial correlation between corporate governance mechanisms, 

ownership structure, national governance, and the quantity and quality of risk disclosure among 

the tested variables and predicts the multicollinearity problems that may arise. It can be 

indicated that risk disclosure quantity and quality are derived from a firm and country’s specific 

characteristics. Table 9.2 reports that there are statistically significant associations between CG 

attributes, such as Risk _COM, Audit_Q, and GOV_Score and risk disclosure quantity and 

quality (Columns 2, 3, and 4) and at a p-value < 0.05. Also, GOV_OWM and INS_OWN are 

significantly and positively associated with risk. However, MAN_OWN is negatively 

correlated with risk disclosure quality. At the country level, national governance indicators, 

e.g., overall NGQ is significantly and positively correlated with risk disclosure quality at p-

value < 0.05. Also, control variables at the firm and country levels, such as SIZE, Brd_Size, 

LS, GDP per capita, and ING, are significantly correlated with CRD I_Quantity, CRD II_Scale, 

and CRD III_quality (AHP) at a p-value < 0.01. However, Dual, Sal_Growth, AS, VA, and LTO 

are negatively associated with risk disclosure quantity and quality. These initial findings 

support the prior studies’ conclusions that firm CG mechanisms explain the variances in risk 

disclosure within countries (Aguilera et al., 2008; Al-Shammari, 2014; Barakat & Hussainey, 

2013; Mokhtar & Mellett, 2013; Neri & Elshandidy, 2015; Ntim et al., 2013). In addition, the 

initial coefficient of the national governance indicators confirms the arguments of Elamer et 

al. (2020) and Elamer et al. (2021) that national governance as a macro social-level indicator 

may create unique challenges regarding disclosure practices.   

Conversely, concerning the multicollinearity issue among the tested variables, we concluded 

that the correlation coefficients of the tested variables with CRD I_Quantity, CRD II_Scale, 

and CRD III_quality (AHP) are relatively low. Consequently, there is not any potential 

multicollinearity among the tested variables.   
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Table 9.2. Correlation matrix for risk disclosure quantity and quality across EU countries 

 
 1 2 3 4 5 6 8 9 10 11 12 13 14 

CRDI_Quantity 1      
       

CRD II_Scale 0.657*** 1     
       

CRD III_AHP 0.531*** 0.80*** 1    
       

Brd_Indep 0.0361 -0.0099 -0.0037 1   
       

Brd_Gend -0.0066 -0.0467 -0.057 -0.0042 1  
       

F-Lead 0.0269 0.0071 0.0296 0.094** -0.0341 1        
Risk _COM  0.0762* 0.0657* 0.0726** 0.0252 -0.0189 0.0223        
AC-INDP  0.1154*** 0.1566*** 0.1262*** 0.11*** -0.0511 0.0143 1       

AC_NonEX. 0.0015 -0.0038 -0.0064 0.0248 -0.0278 0.0045 0.0351 1      

Audit_Q 0.0725** 0.0687* 0.0729** 0.002 -0.0178 0.0274 0.0196 -0.0341 1     

GOV_Score 0.0876** 0.0589 0.0462 0.168*** -0.0079 -0.0383 0.0414 0.1104*** -0.0334 1    

CON_OWM  0.2288*** 0.1938*** 0.1788*** 0.0838 -0.0474 0.0068 -0.029 -0.0317 0.0231 0.0441 1   

MAN_OWN -0.167*** -0.126*** -0.094** -0.0256 0.0789 0.0127 0.1011*** 0.1104*** 0.0549 0.118*** 0.1437 1  

FOR_OWN -0.005 0.0864** 0.0771** 0.0052 -0.0673 -0.0287 -0.0845** -0.1345 -0.0331 -0.147*** -0.105*** -0.643*** 1 

GOV_OWN -0.0506 -0.0456 -0.073** -0.0284 0.0819** -0.0189 -0.0391 0.0213 -0.0122 0.063 0.0335 -0.346*** 0.025 

INS_OWN 0.0882** 0.0527 0.0489 0.0222 -0.0892** 0.0432 -0.0493 -0.0155 -0.0117 -0.0015 -0.0048 -0.0956** -0.099** 

Brd_Size 0.2411*** 0.1563*** 0.0936** -0.0853** 0.2199*** -0.0575 0.1102*** 0.0199 0.0096 0.102*** 0.0259 0.1813*** -0.328*** 

DUAL  -0.0606* -0.0389 -0.0619 -0.0598 0.111*** -0.0356 -0.0414 0.0929** -0.0519 0.135*** 0.0344 -0.158*** 0.099** 

SIZE 0.2987*** 0.1453*** 0.098 0.1681*** 0.2106*** -0.0404 0.0164 -0.0951 0.0329 -0.092** -0.107*** -0.125*** 0.166*** 

 LIQ 0.0155 0.0294 0.0436 -0.0418 -0.0689* 0.0125 -0.0756 0.1067*** -0.0097 0.215*** 0.147*** 0.025 -0.084** 

LEV 0.0095 -0.0772 -0.0541 0.0748** 0.0338 0.0466 0.0084 0.0096 -0.0218 -0.0077 -0.0376 -0.0284 -0.0056 

Beta 0.0556 0.0454 0.0699 0.0245 0.0267 0.0508 0.0135 0.011 0.0032 0.0691** 0.0206 0.0475 0.0742 

Sal_Growth  -0.0687* -0.0633** -0.0461 -0.0185 -0.0233 -0.0036 0.0381 0.0152 -0.0112 0.0597 0.0176 0.1168*** -0.1355 

ROA 0.0134 0.004 -0.0067 0.0118 0.0107 0.0093 -0.0213 0.0143 -0.0064 0.0172 0.0234 -0.069** 0.0245 

AR_Length 0.0777** -0.003 0.0079 0.0595 0.268*** -0.0689* 0.0106 0.003 0.0033 -0.01 -0.0005 0.0146 0.0057 

GDP per capita 0.2847*** 0.3239*** 0.3543*** -0.0266 -0.244*** 0.0074 -0.0611** -0.0868** -0.0087 -0.0286 0.0692* -0.214*** 0.164*** 

LS 0.0659** 0.0687** 0.071** 0.0327 -0.159*** 0.0259 0.0347 0.0889** 0.0037 -0.0571 -0.0278 0.2568*** -0.162*** 
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Inflate 0.0469 0.0613** 0.0576 -0.079** -0.126*** -0.0306 0.0764** 0.0829** 0.0385 0.0938** 0.045 0.2019*** -0.187*** 

VA 0.310*** 0.3191*** 0.326*** -0.0069 -0.247*** 0.018 -0.181*** -0.0111 -0.0225 -0.165*** -0.0454 -0.156*** 0.167*** 

PS 0.0612** 0.0702** 0.085** -0.0969** -0.307*** -0.0225 0.0548 0.0814** 0.0089 -0.0426 0.0136 0.305*** -0.201*** 

GE 0.378*** 0.4186*** 0.455*** -0.0141 -0.150*** 0.0163 -0.129*** 0.0533 -0.0028 -0.075** -0.0337 -0.0792** 0.072** 

RQ 0.276*** 0.3018*** 0.321*** 0.0491 -0.278*** 0.0335 0.093*** 0.0521 0.0046 -0.078** -0.0285 0.3051*** -0.171*** 

RO 0.401*** 0.4204*** 0.454*** -0.0096 -0.198*** 0.028 0.099** 0.1326*** 0.0227 0.0594 0.0483 0.4176*** -0.314*** 

COC 0.372*** 0.3814*** 0.40*** 0.0029 -0.186*** 0.0291 0.125*** 0.0718** 0.0129 -0.0426 -0.0046 0.384*** -0.247*** 

NGQ 0.369*** 0.3844*** 0.411*** -0.0227 -0.261*** 0.0215 0.116*** 0.078** 0.0134 -0.0374 0.0158 0.375*** -0.248*** 

MAS  0.115*** 0.131*** 0.148*** 0.0895*** 0.305*** 0.0139 0.207*** 0.0789** 0.0414 0.225*** 0.0806** 0.3063*** -0.30*** 

UA 0.115*** 0.112*** 0.125*** 0.0944*** 0.2868*** 0.0476 0.232*** 0.076** 0.0379 0.183*** 0.0675* 0.371*** -0.327*** 

LTO  -0.085** -0.093** -0.100*** -0.118*** 0.1912*** -0.0502 -0.147*** -0.168*** -0.0552 -0.214*** -0.104*** -0.448*** 0.40*** 

 
       

      

  15 16 17 18 19 20 22 23 24 25 26 27 28 

FOR_OWN 1      
       

GOV_OWN 0.0493 1     
       

INS_OWN 0.0741** -0.125*** 1    
       

Brd_Size -0.0051 0.1003*** -0.186*** 1   
       

DUAL  -0.0315 0.0177 -0.119*** 0.1412*** 1  
       

SIZE -0.0566 0.0832** -0.0503 0.607*** 0.0156 1        
 LIQ -0.0032 0.0234 0.0065 -0.0441 -0.0183 -0.119***        

LEV -0.0081 -0.0444 0.0509 0.0533 -0.0792 0.194*** 1       

Beta 0.0057 0.0295 0.097*** 0.061 0.122*** 0.0153 0.0092 1      

Sal_Growth  0.0619* -0.0089 -0.0214 0.0126 -0.0206 0.078*** 0.0068 -0.0355 1     

ROA 0.0208 0.0316 0.0055 -0.0241 0.0369 -0.0146 -0.0082 -0.0098 -0.008 1    

AR_Length 0.0064 0.0008 -0.168*** 0.2944*** 0.1088*** 0.309*** 0.0899*** -0.151*** 0.0423 -0.0234 1   

GDP per capita 0.0272 -0.175*** 0.171*** -0.184*** -0.151*** -0.147*** -0.068*** 0.1212*** -0.093*** 0.0392 -0.283*** 1  

LS 0.0323 -0.110*** 0.211*** -0.174*** -0.159*** -0.084*** 0.0061 0.105*** 0.028 0.04 -0.197*** 0.223*** 1 

Inflate 0.0206 -0.065* -0.188*** 0.1594*** -0.0593 0.0383 -0.116** -0.081*** -0.0202 -0.014 0.0349*** 0.344*** -0.099*** 

VA 0.0385 -0.210*** 0.216*** -0.218*** -0.206*** -0.142** -0.086*** 0.1352*** -0.113*** 0.0276 -0.328*** 0.752*** 0.408*** 



252 

 

PS 0.0284 -0.087*** -0.091*** 0.0863*** -0.122*** -0.0016 -0.052 -0.0159 -0.0053 -0.0116 -0.087** 0.371*** -0.091*** 

GE 0.0211 -0.156*** 0.186*** -0.206*** -0.063* -0.153*** -0.092*** 0.1296*** -0.141*** 0.0251 -0.299*** 0.739*** 0.0307 

RQ 0.0394 -0.238*** 0.331*** -0.321*** -0.280*** -0.173*** -0.021*** 0.1977*** -0.112*** 0.0162 -0.413*** 0.771*** 0.324*** 

RO 0.0277 -0.191*** 0.270*** -0.270*** -0.121*** -0.175*** -0.075** 0.169*** -0.146*** 0.0353 -0.362*** 0.805*** 0.2394*** 

COC 0.035 -0.203*** 0.272*** -0.272*** -0.155*** -0.164*** -0.075** 0.1632*** -0.133*** 0.0297 -0.351*** 0.762*** 0.2763*** 

NGQ 0.0388 -0.211*** 0.238*** -0.240*** -0.177*** -0.159*** -0.080** 0.1551*** -0.132*** 0.0255 -0.360*** 0.836*** 0.223*** 

MAS  0.0309 -0.155*** 0.192*** -0.166*** -0.388*** -0.0431 0.0938** 0.1053*** 0.0397 -0.0144 -0.228*** 0.1644*** 0.274*** 

UA  -0.0323 0.208*** -0.418*** 0.383*** 0.349*** 0.1607*** -0.0834** -0.228*** 0.0496 -0.0163 0.4185*** -0.425*** -0.456*** 

LTO  -0.0194 0.151*** -0.424*** 0.384*** 0.2661*** 0.1519*** -0.111*** -0.223*** 0.0375 -0.0199 0.3672*** -0.239*** -0.422*** 

       
       

  29 30 31 32 33 34 36 37 38 39    

Inflate 1      
       

VA 0.4679*** 1     
       

PS 0.6489*** 0.2821*** 1    
       

GE 0.2232*** 0.7248*** 0.105*** 1   
       

RQ 0.2043*** 0.8621*** 0.192*** 0.785*** 1  
       

RO 0.1397*** 0.8223*** 0.116*** 0.929*** 0.879*** 1        
COC 0.237*** 0.8947*** 0.109*** 0.895*** 0.912*** 0.959***        
NGQ 0.36*** 0.899*** 0.369*** 0.861*** 0.911*** 0.943*** 1       

MAS  0.2232*** 0.302*** 0.3402*** -0.088** 0.4524*** 0.0133 0.189*** 1      

UA  0.2446*** -0.534*** 0.0218 -0.378*** -0.798*** -0.553*** -0.553*** -0.673*** 1     

LTO  0.5826*** -0.284*** 0.2671*** -0.253*** -0.602*** -0.430*** -0.343*** -0.464*** 0.930*** 1    

Notes: This table explains the correlation coefficient of the relationship between risk disclosure quality measured using a point scale from 0 to 6, where CRD II_Scale: corporate 

risk disclosure Index for measuring the risk disclosure quality using (0-6) point scale; Brd_Indep: independent board of directors; Brd_Gend: gender diversity of the board of 

directors; -F-Lead: female leadership; Audit-Q: audit quality, Risk-COM: risk committee existence, overall NGQ; the composite score of the country-level governance 

mechanisms, CON-OWN: concentrated ownership, MAN-OWN, management ownership, FOR-OWN foreign ownership, GOV-OWN: government ownership, INS-OWN: 

institutional ownership, GOV-Score: firm-level governance score.  

*, ** indicate Statistical significance at 0.1 and 0.05, respectively. 
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9.3. Multivariate Regression Analysis for Multi-layer Governance and Risk 

Disclosure  

This section explains the results of the fixed regression models, which are used to investigate 

the incentives of risk disclosures quantity and quality within and between firms across EU 

countries in three subsections. The first subsection examines the relationship between firm-

level governance and risk disclosure quantity and quality; however, the second subsection 

examines the impact of ownership structure on risk disclosure quantity and quality. Finally, the 

third subsection examines the relationship between country-level governance on risk disclosure 

quantity and quality. 

9.3.1. Firm-Level Governance and Risk Disclosure  

This section explains the incentives of risk disclosure quantity within and between firms across 

EU countries. Using the fixed effects regression models, Table 9.3 summarises the relationship 

between Firm-Level Governance and Risk Disclosure quantity and quality within UK, German, 

French, and Italian firms in four main panels. Panel A. of Table 9.3 reveal that the 

characteristics of the board of directors’ composition, such as Brd_Indep and Brd_Gend, 

significantly and positively affect the extent of risk disclosure based on CRD I_Quantity at a coefficient 

of 0.1026 and 0.860 and t-value of 3.32 and 3.83. Also, firms with a diverse board of directors in terms 

of independence and gender direct the EU firms’ management incentives toward the extent of different 

subcategories of risk information (e.g. BR, OR, MR, and FR) at a p-value <0.05. These results support 

the research hypotheses Ha1 and Ha2, which argue that board of directors’ characteristics drive the 

management attitude toward risk disclosure, and the extent of risk disclosure increases in firms with 

more independent and female directors.  

On the other hand, the existence of females in top management positions can make differences 

in the extent of risk disclosure across EU firms, where the results of Model 1 of Table 9.3 

indicate that F-Lead is significantly and positively associated with CRD I_Quantity with a coefficient 
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of 25.87 and t-value of 2.30. Risk disclosure subcategories are also increased when top management 

positions are held by females. These findings support hypothesis Ha3 and the arguments of the agency 

and resource dependence theory that the controlling ability of the board of directors requires diversity 

in knowledge, experience, and gender, which may reduce the agency conflicts, and information 

asymmetry and provide more information about risk preferences of EU mangers and support firms to 

gain access to the critical resources. 

Furthermore, the results indicate that there is a significant association between Risk_COM and 

Total CRD I_Quantity (model 1) and its components (e.g. business, operational, management. 

And fluctuation) for The EU firms at the coefficients of 22.17 and t-value of 3.74 (p-

value<0.05). Similarly, the results of models 3, 5, 7, and 9 indicate that there is a significant 

association between Risk_COM and the components of CRD I_Quantity for The EU firms at 

p-value<0.05, which supports hypothesis Ha4 that the risk committee in the EU firms are 

significant factors in explaining the differences in risk disclosure quantity among The EU 

firms. Also, business, operational, and management. And fluctuation risk disclosure is 

significantly and positively affected by the existence of a risk committee in the EU firms.  

Furthermore, Audit_Q significantly and positively affects CRD I_Quantity and the quantity of 

Business, Management, and Fluctuation Risk Disclosures at the coefficients of 21.90, 33.78, 

24.6, and 37.22 and t-value of 1.82, 2.62, 1.98, and 2.45 respectively. These results support 

hypothesis Ha5 and the arguments of the agency, resource dependence, and stakeholders’ 

theories that firms with risk, a committee may give specialised insight in terms of risk 

disclosure and management, which results in a reduction in information asymmetry and 

subsequently reduces any risks associated with investors’ devaluation of the firm and agency 

costs (Jensen and Meckling, 1976; Subramanian et al., 2009; Ishak & Yusof, 2020; Jia et al., 

2019). Also, helps stakeholders to obtain sufficient information about risk and make better risk 

management decisions (Karamanou & Vafeas, 2005; Pirson &Turnbull, 2011; Jia et al., 2019). 
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Furthermore, there are significant associations between AC_INDP and Total CRD I_Quantity 

(model 1) at coefficients of 3.41 and a t-value of 4.92 (p-value<0.05), which suggests that the 

high percentage of independent audit committee members is a significant factor in explaining 

the differences in risk disclosure quantity among The EU firms. 

Model 2 of Table 9.3 reports the impact of the governance score on risk disclosure quantity. It 

can be concluded that there is a significant and positive relationship between GOV_ Score and 

total CRDI_Quantity with a coefficient of 1.01 and t-value of 2.29 (p-value<0.05). Also, it is 

significantly and positively associated with Business, Operational, and Management risk sub-

categories with coefficients of 7.11, 1.42, and 1.17 and t-value of 4.65, 2.40, and 2.16. Also, 

the Gov_Score is positively associated with fluctuation risks, but this relationship is not 

significant.  

Thus, these results support the research hypothesis H1 and previous studies. This shows that 

the impact of corporate governance mechanisms on disclosure behaviours varies depending on 

the level of governance within firms and countries. Firms with strong governance are more 

likely to disclose information about uncertainties (Bushman & Smith, 2001; Elshandidy and 

Neri, 2015; Lim et al., 2007; Sloan, 2001). Moreover, concerning the validity of the results, the 

VIF for each model are 1.580, 1.67, 1.332, 1.472, 1.508, 1.572, 1.546, 1.552, 1.630, and 1.640, 

respectively. This indicates that there is not any multicollinearity among the tested variables. 

Last but not least, The Adj R2 for each model are36.7%, 40.1%, 24.9%, 32.0%, 33.7%, 36.4%, 

35.3%, 37.5%, 38.6%, and 39.04%, respectively, and the VIF for each model indicates that 

there is not any multicollinearity among the tested variables.   

 Panel B. of Table 9.3. Investigate the impact of firm-level governance indicators on risk 

disclosure quality (CRD II_Scale). We found that Brd_Indep and Brd_Gend have positive 

associations with CRD II_Scale. These results support the research hypotheses Ha1 and Ha2. 
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F_Lead, on the other hand, is significantly and positively associated with CRD II_Scale with a 

coefficient of .049 and t-value of 2.30. This result supports the third hypothesis, Ha3, which 

claims that female leadership may improve the quality of risk disclosure practices. Also, the 

results indicate that Audit_Q and Risk_COM positively and significantly affect risk disclosure 

tone/behaviour with a coefficient of 0.002 and 0.002 and t-value of 2.01 and 2.01. These 

findings support hypotheses, Ha5 and Ha4, which claim that firms with risk committees audited 

by one of the big four audit firms disclose high-quality information regarding their risk issues. 

Furthermore, the results show a significant impact of firm and country control variables on 

total risk quality. The VIF for each model indicates that there is not any multicollinearity among 

the tested variables.  

Similarly, the results of models 3, 5, 7, and 9 indicate that there is a significant association 

between AC_INDP and the components of CRD II_Scale (e.g. business, operational, 

management. and fluctuation) for The EU firms at the coefficients (p-value<0.05), which 

suggests that the high percentage of independent audit committee members are significant 

factors in explaining the differences in risk disclosure quality among The EU firms.  

On the other hand, Model 2, 6, 8, and 10 of Table 9.3 reports the impact of the governance 

score on risk disclosure quality. It can be concluded that there are significant relationships 

between GOV_ Score, total CRD II_Scale, Operational, Management, and Fluctuation risk 

sub-categories with a coefficient of .0002, .0002,.0004, and .0004 and t-value of 2.35, 2.33, 

3.81, and 2.48 (p-value<0.05).  

Panel C. of Table 8.3 summarises that Brd_Indep and Brd_Gend are significantly and 

positively correlated with CRD III_AHP with coefficients of .008 and 0.010 and t-values of 

2.96 and 2.95, respectively. These results support hypotheses Ha1 and Ha2 that firms with a 

diverse board of directors in terms of independence and gender are more likely to disclose high-
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quality information related to their risk portfolios. Also, Female leadership (F_Lead) is 

positively associated with 1.94 and a t-value of 2.11, which support hypothesis Ha3 that female 

in top management position directs the management pressures toward risk disclosure. 

Risk_COM and Audit_Q are significantly and positively associated with CRD III_AHP with a 

coefficient of 0.004 and 0.065 and a t-value of 2.02 and 4.66. These results support the research 

hypothesis Ha4 and Ha5, which argues that risk committee and audit quality affects risk 

disclosure quality. On the other hand, country-level control variables show significant 

relationships with CRD III_AHP, which supports previous research findings that factors such 

as GDP per capita, annual reports' pages, culture values, and legal system could impact CRD 

III_AHP. (Barakat & Hussainey, 2013; Elshandidy, 2011; Mokhtar & Mellett, 2013; Ntim et 

al., 2013; Neifara & Jarboui, 2018; Nahar & Jahan, 2021; Abdallah & Eltamboly, 2022). 

Similarly, the results of model 7 indicate that Audit_Q is significantly and positively associated 

with the Management risk quality for EU firms with a coefficient of .010 and a t-value of 4.60, 

which suggests that firms audited by one of the big four auditors are disclosing high quality of 

risk disclosure.  

On the other hand, Models 2, 6, and 8 of Table 9.3 report that there are significant relationships 

between GOV_ Score, total CRD II_Scale, Operational, and Management risk sub-categories 

with a coefficient of .019, .004, and .003 and t-value of 2.16, 2.47, and 2.45 (p-value<0.05). 

These results support Hypothesis H1, which argues that the overall firm’s governance score 

drives management attitude toward disclosing high-quality risk information. 

All in all, the previous findings confirm hypotheses Ha2, Ha3, and Ha5 that firm-level 

governance indicators and the overall firm’s governance score significantly explain the 

differences in risk disclosure quantity and quality. Also, these findings coincide with the multi-

theoretical framework, which claims that corporate risk disclosures can be used to maintain the 
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reputation of a company and to convince the public that the company complies with societal 

(and other stakeholders) expectations (Stakeholders theory),  also, support firms to access to 

the critical resources (resource dependence theory). 
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Table 9.3.  Firm-level governance and risk disclosure quantity and quality 

Panel A.  Firm-level governance and CRD I_Quantity 

Independent 

Variables 

(Model) 

Total CRDI_Quantity Business Risks-quantity Operational Risks-

quantity 

Management Risks-

quantity 

Fluctuations Risks-

quantity 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .1026*** 

(3.32) 

 .015** 

(2.80) 

 .298** 

(2.68) 

 .194** 

(2.52) 

 .718** 

(2.87) 

 

Brd_Gend .860*** 

(3.83)  

 .05** 

(2.71) 

 1.01** 

(2.33) 

 .912** 

(2.43) 

 .940** 

(2.43) 

 

F-Lead 25.87** 

(2.30) 

 22.63* 

(2.64) 

 5.39** 

(2.05) 

 71.73** 

(2.71) 

 47.35 

(0.46) 

 

Risk _COM  22.17*** 

(3.74) 

 3.19** 

(2.52) 

 .24.45** 

(2.40) 

 29.68** 

(2.32) 

 30.42** 

(2.01) 

 

Audit_Q 21.90* 

(1.82) 

 33.78** 

(2.64) 

 .111 

(0.02) 

 24.60* 

(1.98) 

 37.22** 

(2.45) 

 

AC-INDP   3.41*** 

(4.92) 

 1.36*** 

(3.31) 

 4.91*** 

(5.15) 

 3.84*** 

(4.76) 

 3.345*** 

(4.03) 

 

AC_NonEX. 

 

.013 

(1.13) 

 .026 

(0.75) 

 0.454  

(0.56) 

 .038 

(0.56) 

 .008 

(.12) 

 

GOV_Score  1.01** 

(2.29) 

 .846*** 

(3.41) 

 1.42 *** 

(2.40) 

 1.17** 

(2.16) 

 .700 

(1.25) 

Brd_Size 20.72*** 

(8.01) 

26.5*** 

(7.65) 

7.11*** 

(4.65) 

12.07*** 

(6.21) 

24.11*** 

(6.78) 

29.42*** 

(6.33) 

-25.82*** 

(8.58) 

32.17*** 

(7.57) 

25.18*** 

(-8.14) 

33.44*** 

(7.62) 

DUAL   -63.07*** 

(03.63) 

-100.7*** 

(-3.89) 

-32.60*** 

(-3.17) 

-79.06*** 

(-5.45) 

-61.96*** 

(-2.60) 

-82.29*** 

(-2.37) 

-81.20*** 

(-4.02) 

-130.9*** 

(-4.13) 

-92.76*** 

(-4.47) 

-120.0*** 

(-3.67) 

SIZE 104.05*** 

(9.18) 

191.9*** 

(10.41) 

56.85*** 

(8.47) 

81.34*** 

(9.95) 

128.72*** 

(8.27) 

184.30*** 

 (9.42) 

112.69*** 

 (8.55) 

172.4*** 

(9.6) 

122.00*** 

 (9.01) 

167.21*** 

 (9.06) 

 LIQ .168 

(.48) 

4.55*** 

(3.05) 

.0114 

(.06) 

.459 

(0.55) 

.342 

(0.72) 

8.46*** 

(4.22) 

.064 

(0.16) 

5.39*** 

(2.94) 

.249 

(0.60) 

3.75** 

(1.99) 

LEV -49.3 

(-1.25) 

7.39 

(-0.13) 

-7.22 

(-.31) 

-42.02 

(-1.30) 

-158.02** 

(-2.90) 

-135.75** 

(-1.99) 

-44.65  

(-0.97) 

15.4 

(0.22) 

11.89 

(0.25) 

141.2* 

(1.94) 

Beta  16.74*** 

(-13.6) 

6.02 

(.45) 
1.07 

(-0.18) 
5.071 

(.76) 
16.51 

(-1.18) 
5.18 

(-0.29) 
19.10* 

(-1.61) 
3.16 

(0.19) 
14.05 

(-1.15) 
21.85 

(1.28) 
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Sal_Growth  -.005 

(-1.16) 
-.0002 

(-0.50) 
-.0003 

(-1.10) 
-.00021 

(-0.84) 
.0007 

(-1.05) 
-.0003 

(-0.52) 
-.0007 

(-1.27) 
-.0003 

(-0.65) 
-.0005 

(-0.98) 
-.0001 

(-0.08) 
ROA .091 

(.47) 
. 150 

(.15) 
.011 

(0.97) 
.163 

(0.99) 
-.556 

(0.21) 
.013 

(0.03) 
-142 

(0.63) 
.216 

(0.60) 
-.0421 

(0.18) 
.201 

(0.54) 

AR_Length .365*** 

(4.35) 

.819*** 

(6.81) 

.173*** 

(3.48) 

.267*** 

(3.66) 

.497*** 

(4.31) 

1.34*** 

(7.68) 

.391*** 

(4.01) 

.947*** 

(6.08) 

.386*** 

(3.85) 

.957*** 

(5.79) 

GDP per capita 

 

.002 

(0.66) 

-.005 

(-0.89) 

.008 

(0.34) 

-.001 

(-0.39) 

.005 

(0.89) 

-.005 

(-0.06) 

.0006 

(1.24) 

-.001 

(-0.13) 

-.00002 

(-0.00) 

-.012* 

(-1.64) 

Inflate 7.91 

(0.59) 

-7.3 

(-0.33) 

8.57 

(1.08) 

12.35 

(1.00) 

12.12 

(0.66) 

-15.92 

(-..54) 

3.65 

(0.23) 

-10.77 

(-.40) 

12.66 

(0.79) 

-11.62 

(-0.42) 

LS 89.77 

(1.04) 

179.8 

(1.02) 

28.38 

(0.54) 

85.43 

(0.87) 

40.15 

(0.34) 

107.05 

(0.46) 

225.799 

(2.25) 

327.6 

(1.52) 

91.42 

(0.89) 

190.8 

(0.86) 

UA  51.5 

(0.72) 

113.6 

(0.78) 

15.86 

(0.36) 

58.39 

(0.72) 

10.06 

(0.10) 

48.56 

(0.25) 

160.40* 

(1.94) 

231.08 

(1.30) 

42.96 

(0.50) 

110.47 

(0.60 

LTO  103.91 

(1.22) 

201.6 

(1.16) 

31.90 

(0.61) 

91.59 

(0.13) 

55.25 

(0.47) 

133.15 

(0.57) 

243.6 

(2.45) 

353.5* 

(1.66) 

110.57 

(1.08) 

218.03 

(0.99) 

MAS  -15.2 

(-0.48) 

.606 

(0.01) 

-9.52 

(-0.49) 

4.58 

(0.13) 

-47.09 

(-1.08) 

-43.69 

(-.051) 

33.20 

(0.90) 

51.3 

(0.65) 

-27.05 

(-0.71) 

-12.33 

(-0.15) 

Country effect  Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept -10707.61 

(-0.87) 
-22466 

(-0.90) 
-3141.361 

(-0.42) 
-10965.76 

(-0.78) 
-3146.746 

(-0.19) 
-11375.06 

(-0.34) 
-30430.88 

(-2.13) 
-43798.71 

(-1.43) 
-10005.52 

(-0.68) 
-22625.93 

(-0.72) 
Obs. 3999 2022 3990 2022 3995 2021 3994 2020 3995 2021 

F-statistics Prob 0.0000 0.0000 0.0000 0.0001 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  36.7% 40.1% 24.9% 32.0% 33.7% 36.4% 35.3% 37.5% 38.6% 39.04% 

VIF  1.580 1.67 1.332 1.472 1.508 1.572 1.546 1.552 1.630 1.640 
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Panel B.  Firm-level governance and CRD II_Scale 

Independent 

Variables 

(Model) 

Total CRD II_Scale Business Risks-quality Operational Risks_quality Management Risks_quality Fluctuations Risks-quality 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .0001** 

(2.90) 

 .0005 

(0.11) 

 .001* 

(1. 85) 

 .0002 

(0.30) 

 .0003** 

(2.59) 

 

Brd_Gend .002*** 

(2.99) 

 .003 

(0.40) 

 .0004** 

(3.87) 

 0.00354 

(0.03) 

 .0003* 

(1.93) 

 

F-Lead .049** 

(2.30) 

 2.79** 

(2.07) 

 .018 

(0.88) 

 .047** 

(2.50) 

 .086** 

(2.72) 

 

Risk _COM  .002** 

(2.01) 

 .419** 

(2.11) 

 .0009 

(0.32) 

 .0011 

(.39) 

 .001 

(0.22) 

 

Audit_Q .002** 

(2.53) 

 .190 

(0.57) 

 .005 

(0.99) 

 .011*** 

(2.37) 

 .015* 

(1.92) 

 

AC-INDP   .0007*** 

(4.29) 

 .057*** 

(5.32) 

 .0004** 

(2.95) 

 .005*** 

(3.58) 

 .001*** 

(3.94) 

 

AC_NonEX. 

 

0.00650 

(0.44) 

 .00006 

(0.08) 

 0.00392 

(0.28) 

 .0001 

(0.80) 

 .00001 

(.62) 

 

GOV_Score  .0002** 

(2.35) 

 -.004 

(-0.27) 

 .0002 ** 

(2.33) 

 .0004*** 

(3.81) 

 .0004** 

(2.48) 

Brd_Size .002*** 

(4.18) 

.004*** 

(5.07) 

.082*** 

(2.05) 

.287*** 

(5.44) 

.002*** 

(3.29) 

.003*** 

(3.74) 

.002*** 

(4.62) 

.003*** 

(3.59) 

.005*** 

(5.63) 

.008*** 

(5.82) 

DUAL   -.0098** 

(-2.27) 

-.032*** 

(-4.77) 

.378 

(1.40) 

-.304*** 

(-5.77) 

-.0100** 

(-2.41) 

-.027*** 

(-4.41) 

-.001 

(-0.44) 

-.021*** 

(-3.35) 

-.022*** 

(-3.47) 

-.059*** 

(-5.74) 

SIZE .008*** 

(3.18) 

.11*** 

(3.08) 

-.138 

(-0.78) 

.042 

(0.19) 

.010*** 

(3.88) 

.012*** 

(3.52) 

.007 

(1.13) 

.013*** 

(3.59) 

.015*** 

(3.74) 

.017** 

(2.93) 

 LIQ .0002*** 

(3.28) 

.001*** 

(3.09) 

.002 

(.39) 

.036* 

(1.62) 

.0001 

**(2.23) 

.0003 

(1.03) 

.0003*** 

(4.27) 

.0009** 

(2.62) 

.0005*** 

(3.93) 

.0019*** 

(3.18) 

LEV -.005 

(-0.45) 

-.021 

(-1.40) 

.067 

(0.11) 

-2.41** 

(-2.75) 

-.012 

(-1.35) 

-.032** 

(-2.34) 

.005 

(-0.62) 

-.014 

(-0.99) 

-.0018  

(-0.13) 

-.016 

(-0.70) 

Beta  .002 

(1.09) 
.003 

(1.04) 
.194 

-1.22) 
.244 

(1.19) 
.003* 

(1.62) 
.004 

(1.25) 
.001 

(0.56) 
.0001 

(0.03) 
.001 

(0.50) 
.0073 

(1.35) 
Sal_Growth 0.00129 

(1.06) 
0.00117 

(1.46) 
0.00511 

(0.07) 
0.00314 

(0.04) 
0.0049*** 

(4.23) 
0.00350*** 

(4.78) 
-0.00264 

(-0.02) 
0.00322 

(-0.28) 
0.00648 

(-0.04) 
0.00833 

(0.45) 
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ROA -.0006 

(-1.37) 
-.00005 

(-0.72) 
-.0040 

(-1.35) 
-.003 

(-0.75) 
-.00004 

(-0.97) 
-.00007 

(-1.08) 
-.00005 

(-1.27) 
-.00003 

(-0.49) 
-.00007 

(-1.06) 
-.00002 

(-0.19) 
AR_Length .0001*** 

(5.87) 

.0002*** 

(6.73) 

.005*** 

(4.29) 

.007*** 

(3.91) 

.00009*** 

 (4.58) 

.0001*** 

 (5.34) 

-.006*** 

 (3.55) 

.0001*** 

 (3.71) 

.0001*** 

 (5.05) 

.0003*** 

 (5.49) 

GDP per capita 

 

0.00384 

(3.71) 

0.00244 

(1.54) 

.00009 

(1.51) 

-0.00878 

(-0.10) 

0.00427 

(4.28) 

0.00243 

(1.68) 

0.00345 

(3.85) 

0.00411 

(2.68) 

0.00545 

(3.58) 

0.00424 

(1.82) 

Inflate -.005* 

(-1.76) 

-.006 

(-1.18) 

-.006 

(-0.03) 

-.062 

(-.19) 

-.009** 

(-2.81) 

-.011** 

(-2.09) 

0.0023 

(-0.79) 

-.004 

(-.84) 

-.007 

(-1.50) 

-.006 

(-0.78) 

LS .037* 

(1.76) 

.073 

(1.60) 

.378 

(0.28) 

1.45 

(0.55) 

.022 

(1.11) 

.0310 

(0.74) 

.0518** 

(2.72) 

.088** 

(1.99) 

.064** 

(2.03) 

.153** 

(2.17) 

UA  .025 

(1.42) 

.053 

(1.40) 

.458 

(0.41) 

1.29 

(0.59) 

.015 

(0.90) 

.021 

(0.60) 

.036** 

(2.32) 

.065* 

(1.79) 

.0339 

(1.53) 

.1111* 

(1.91) 

LTO  .041** 

(1.96) 

.077* 

(1.71) 

.264 

(0.20) 

1.379 

(0.52) 

.025 

(1.23) 

.338 

(0.81) 

.056** 

(2.99) 

.092** 

(2.11) 

.072** 

(2.31) 

.161** 

(2.31) 

MAS  .001 

(0.17) 

.021 

(0.72) 

-.660 

(-1.33) 

-.344 

(0.35) 

-.0004 

(-0.06) 

.0007 

(-.05) 

.012* 

(1.82) 

.024 

(1.51) 

.0052 

(0.45) 

.034 

(1.33) 

Country effect  Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept -4.744928 

(-1.55) 
-9.72626 

(-1.49) 
-8.008658 

(-0.04) 
-156.8228 

(-0.41) 
-2.876 

(-0.98) 
-3.92 

(-0.66) 
-7.170** 

 (-2.64) 

-12.303** 

 (-1.95) 

-8.262** 

 (-1.84) 

-20.67** 

 (-2.06) 
Obs. 4001 2024 4001 2024 4001 2024 4001 2024 4001 2024 

F-statistics Prob 0.0000 0.0000 0.0000 0.0001 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  38.7% 34.4% 68.01% 71.29% 27.9% 25.5% 44.9% 42.6% 49.1% 44.9% 

VIF  1.630 1.526 3.125 3.483 1.388 1.343 1.814 1.744 1.966 1.814 
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Panel C.  Firm-level governance and CRD III_quality (AHP) 

Independent 

Variables 

(Model) 

Total CRD III_AHP Business Risks-quality Operational Risks-

quality 

Management Risks-

quality 

Fluctuations Risks-quality 

 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) Model (10) 

Brd_Indep .008*** 

(2.96) 

 .005** 

(2.11) 

 .002*** 

(3.21) 

 5.42e 

(0.007) 

 .0020** 

(2.08) 

 

Brd_Gend .010** 

(2.95) 

 .003 

(0.40) 

 .002 

(1.18) 

 .002** 

(2.27) 

 .001* 

(1.95) 

 

F-Lead 1.94** 

(2.11) 

 2.79** 

(2.07) 

 .171* 

(1.84) 

 .028 

(0.10) 

 .179* 

(1.67) 

 

Risk _COM  .004** 

(2.02) 

 .419** 

(2.11) 

 .002 

(0.04) 

 .447** 

(2.10) 

 .041 

(1.05) 

 

Audit_Q .065*** 

(4.66) 

 .057*** 

(5.32) 

 .006** 

(2.40) 

 .010*** 

(4.60) 

 .009** 

(4.42) 

 

AC_NonEX. 

 

.0001 

(0.10) 

 .00006 

(0.08) 

 .00001 

(0.05) 

 .00007 

(0.41) 

 .00005 

(.28) 

 

AC-INDP   .463* 

(1.77) 

 -.190 

(-0.57) 

 .033 

(0.38) 

 .077**  

(2.13) 

 .073 

(1.10) 

 

GOV_Score  .019** 

(2.16) 

 -.004 

(-0.27) 

 .004** 

(2.47) 

 .003** 

(2.45) 

 .0019 

(1.33) 

Brd_Size .271*** 

(5.20) 

.454*** 

(5.07) 

.082 

(2.05) 

.287 

(5.44) 

.049*** 

 (4.64) 

.061*** 

(4.31) 

.050*** 

(6.15) 

.075*** 

(6.33) 

.049*** 

(7.12) 

.079*** 

(6.98) 

DUAL   -.117 

(-0.34) 

-1.29** 

(-2.48 

.378 

(1.40) 

-.304 

(-50.77) 

-.075 

(-1.05) 

-.148 

(-1.41) 

-.027 

(-0.49) 

-.0215** 

(-2.40) 

-.052*** 

(-3.98) 

-.01653** 

(-1.95) 

SIZE .676** 

(2.96) 

1.31*** 

(4.44) 

-.138 

(-0.78) 

.042 

(0.19) 

.149*** 

 (3.18) 

.250*** 

 (4.22) 

.061* 

(1.71) 

.0125** 

(2.47) 

.066* 

(1.90) 

.106** 

(2.23) 

 LIQ .016** 

(2.54) 

.077 

(2.55) 

.002 

(.39) 

.036 

(1.62) 

.004  

(3.42) 

.0179 

(2.95) 

.004*** 

(4.00) 

.0188*** 

(3.64) 

.003*** 

(3.58) 

.0182*** 

(3.71) 

LEV .345 

(0.453) 

-3.856*** 

(-3.31) 

.067 

(0.11) 

-2.41 

(-2.75) 

-.311* 

(-1.90) 

-.805*** 

(-3.44) 

.065 

(0.52) 

-.392** 

(-1.96) 

.072 

(0.59) 

-.321 

(-1.70) 

Beta  .392 

(1.91) 
.010 

(0.04) 
.194 

(1.22) 
.244 

(1.19) 
.028 

(0.68) 
..064 

(1.17) 
-.060* 

(1.87) 
.048 

(1.04) 
.060* 

(1.91) 
.030 

(0.69) 
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Sal_growth 0.00129 

(0.29) 
-0.00929 

(-0.10) 
0.00511 

(0.07) 
0.00314 

(0.04) 
-0.0031 

(-015) 
0.0054 

(-0.29) 
0.0053 

(-0.34) 
0.0011 

(0.07) 
0.0098 

(0.07) 
0.0081 

(0.45) 
ROA -.0052 

(-1.35) 
-.00006 

(0.01) 
-.0040 

(-1.35) 
-.003 

(-0.75) 
-.001* 

(-1.64) 
-.0001 

(-0.32) 
-.0009 

(-1.56) 
-.0002 

(-0.23) 
-.0008 

(-1.50) 
-.0002 

(0.18) 

AR_Length .006*** 

(3.61) 

.0132 

(5.02) 

.005 

(4.29) 

.007 

(3.91) 

.0003 

(1.11) 

.002*** 

 (4.27) 

.001*** 

(4.30) 

.002*** 

(5.50) 

.001*** 

(5.01) 

.002** 

(6.53) 

GDP per capita 

 

.0002** 

(2.56) 

.0001 

(0.98) 

.00009 

(1.51) 

-0.0087 

(-0.10) 

.00002 

(1.34) 

.00002 

(0.98) 

.0004*** 

 (3.47) 

.00003* 

(1.63) 

.0004*** 

(3.16) 

.00001 

(0.62) 

Inflate -.042 

(-0.16) 

-.006 

(-0.02) 

-.006 

(-0.03) 

-.062 

(-.19) 

-.032 

(-0.95) 

.0221 

(0.25) 

-.035 

(-0.83) 

-.092 

(-1.21) 

-.022 

(-0.53) 

-.035 

(-0.49) 

LS 2.13 

(1.23) 

3.008 

(0.85) 

.378 

(0.28) 

1.45 

(0.55) 

.329 

(0.92) 

..189 

(0.27) 

.666** 

(2.72) 

1.160* 

(1.91) 

.4007 

(1.50) 

.910* 

(1.85) 

UA  1.339 

(0.93) 

1.933 

(0.66) 

.458 

(0.41) 

1.29 

(0.59) 

.161 

(0.55) 

.033 

(0.06) 

481** 

(2.12 

.0866* 

(1.72) 

.246 

(1.12) 

.640 

(1.34) 

LTO  2.42 

(1.41) 

3.34 

(0.95) 

.264 

(0.20) 

1.379 

(0.52) 

.401 

(1.13) 

.264 

(0.37) 

.718** 

(2.64) 

1.22** 

(2.03) 

.454* 

(1.72) 

.971* 

(1.70) 

MAS  -.095 

(-0.15) 

.043 

(0.03) 

-.660 

(-1.33) 

-.344 

(0.35) 

--.46 

(-0.35) 

-.117 

(-.45) 

-119 

(1.18) 

.269 

(1.51) 

-.034 

(0.36) 

.11 

(0.55) 

Country effect  Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

intercept -255.89 

(-1.03) 
-370.9 

(-0.73) 
-83.33 

(-.56) 
-80.048 

(-.27) 
-36.3 

(-0.71) 
-16.45 

(-0.16) 
-89.24 

(-2.28) 
1449.803 

(0.64) 
-157.46 

(-1.82) 
-116.8 

(-1.42) 
Obs. 4001 2024 4001 2024 4001 2024 4001 2024 4001 2024 

F-statistics Prob 0.0000 0.0000 0.0000 0.0001 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  31.6% 32.1% %32.22 %30.43 32.6% 33.9% 33.3% 31.5% 43.2% 38.8% 

VIF  1.463 1.474 1.477 1.52 1.485 1.512 1.499 1.460 1.761 1.634 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, 

respectively.
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9.3.2. Ownership Structure across EU Countries and Risk Disclosure  

Table 9.4 presents the results of the relationship between ownership structure and risk 

disclosure quantity and quality in 6 models. Models 1 and 2 in columns 2 and 3 reveal the 

regression analysis results of the impact of ownership structure on risk disclosure quantity 

based on the CRD I_Quantity index. We can conclude that CON_OWM in Model 1 is 

significantly and negatively correlated with the total CRDI_Quantity, which suggests that firms 

with high CON_OWM are less likely to change their risk disclosure levels and risk components 

over time. More specifically, the CON_OWM is significant in association with total risk 

quantity with coefficients of -2.16 and t-value of -6.18, respectively (p-value<0.05).  

These results support the research hypothesis H2a and approve the empirical results of the prior 

literature (e.g., Abraham & Cox, 2007; Barako et al., 2006; Elzahar & Hussainey, 2012; Ntim 

et al., 2012; Abdallah & Eltamboly, 2022). Moreover, these results are in line with the agency 

theory perspective, which suggests that CON_OWN diminishes agency conflicts by acting as a 

substitute for other corporate governance mechanisms.  

Nevertheless, INS_OWM in Model 1 is significantly and positively correlated with the total 

CRDI_Quantity, which suggests that firms with high INS_OWN are more likely to change 

their risk disclosure levels and risk components over time. More specifically, INS_OWN is 

significant in association with total risk quantity with coefficients of 2.06, respectively, and a 

t-value of 1.73, respectively (p-value<0.05). The main findings of INS_OWN appear to be in 

line with the research hypothesis Ha2 and the explanation of the stakeholder theory, which 

suggests that institutional ownership is more similar to other public shareholders because the 

institutional investors are more interested in risk disclosure, particularly risk information. 

Also, FOR_OWN and GOV_OWN are positively but insignificantly associated with total risk 

disclosure quantity. Furthermore, MAN_OWN are negatively associated with total risk 
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disclosure quantity with coefficients of -2.37 and a t-value of -6.45 (p-value<0.001). Finally, 

the models’ Adj R2 for models 1 and 2 are 35.7%. Also, the VIF values indicate that there is no 

potential multicollinearity in the empirical model. 

Model 3 and 4 of Table 8.9 also present the results of the relationship between ownership 

structure and risk disclosure quality based on the CRD II_Scale index. The results indicate that 

CON_OWM is significantly and negatively related to the total CRD II_Scale, with a coefficient 

of -.0002 and a t-value of -3.17 (p-value<0.001). Since MAN_OWN correlated negatively with 

CRD II_Scale, FOR_OWN and INS_OWN are significantly positive in relationship with the 

total CRD II_Scale. The results indicate that firms with high FOR_OWN and INS_OWN are 

more likely to disclose high-quality information regarding their risk issues, with coefficients 

of 0.0001 and 0.002, respectively, and t-values of 1.94 and 1.8, respectively (p-value<0.05).  

There are also significant relationships between SIZE, AC_NonEX, MAS, GDP, DUAL, and 

Beta. In addition, LS, with respect to the total risk quality and risk components, has a p-value 

of 0.05. Last but not least, both models have Adj R2 values of 37% and 36.7%, respectively, 

and a VIF value of 1.58, which indicates that there is no potential multicollinearity in the 

empirical model. 

Model 5 and 6 of Table 9.4 summarise the results of the regression analysis for the relationship 

between ownership structure and risk disclosure quality based on the CRD III_AHP index. We 

found that CON_OWM is significantly and negatively associated with CRD III_AHP with a 

coefficient of -.267 and a t-value of -3.79; also, MAN_OWN is associated negatively with CRD 

III_AHP with a coefficient of -.023 and a t-value of -3.17 (p-value<0.05). Nevertheless, 

FOR_OWN and INS_OWN significantly and positively affect CRD III_AHP with coefficients 

of 0.024 and 0.0132 and t-values of 2.89 and 2.55, respectively. On the other hand, the country-

level control variables show significant relationships with CRD III_AHP, which supports 
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previous research findings that factors such as GDP per capita, annual reports' pages, cultural 

values, and legal system could impact CRD III_AHP. (Barakat & Hussainey, 2013; Elshandidy, 

2011; Mokhtar & Mellett, 2013; Ntim et al., 2013). 

These results are consistent with hypothesis H2 and the adopted multi-theoretical framework, 

which suggests that public, foreign, and institutional ownership may exert pressure on 

management in order to improve the decisions for all stakeholders. They lessen the agency 

conflicts due to the variety of interests and greater need for more information, particularly 

concerning risks. Also, these results support the findings of the previous studies (Elamer et al., 

2019; Mangena & Tauringana, 2007; Ntim et al., 2013).  
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Table 9.4. Ownership structure and risk disclosure quantity and quality 

Independent Variables 

(Model) 

Quantity CRD II_Scale CRD III_quality (AHP) 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) 

       

CON_OWM -2.16*** 

(-6.18) 

 -.0002*** 

(-3.17) 

 -.267*** 

(-3.79) 

 

MAN_OWN  -2.37*** 

(-6.45) 

 -.0001* 

(-1.62) 

 -.023*** 

 (-3.17) 

FOR_OWN  .051** 

(2.10) 

 .0001* 

(1.94) 

 .024** 

(2.89) 

GOV_OWN  

 

2.135 

(1.55) 

 .0002 

(0.81) 

 .0246 

(0.89) 

INS_OWN   2.06* 

(1.73) 

 .002* 

(1.81) 

 .0132** 

(2.55) 

Brd_Size 23.17*** 

(9.33) 

22.33*** 

(8.25 

.0036*** 

(5.84) 

.003*** 

(5.60) 

.347*** 

(6.95) 

.332 

(6.62) 

DUAL   -70.47*** 

(3.98) 

-74.88*** 

(-4.22) 

-.009** 

(-2.08) 

-.010** 

(-2.36) 

-.069 

(-0.19) 

-.161 

(-0.45) 

SIZE 98.52*** 

(8.89) 

100.62*** 

(9.06) 

.007** 

(2.58) 

.007** 

(2.84) 

.579** 

(2.60) 

.630** 

(2.82) 

 LIQ 3.32** 

(2.13) 

3.04** 

(1.95 

.001** 

(2.59) 

0.01** 

(2.60) 

.0683** 

(2.17) 

.065** 

(2.08) 

LEV 1.77 

(0.04) 

-.092 

(-0.00) 

-.004 

(-0.41) 

-.004 

(-0.42) 

.356  

(0.41) 

.323 

(0.37) 

Beta  9.20 

(0.90) 
8.65 

(0.84) 
.003 

(1.24) 
      .002 

(1.14) 
.332 

(1.44) 
.328* 

(1.59) 
Sal_Growth -.0004 

(-0.94) 
-.0005 

(-1.15) 
0.00150 

(1.22) 
0.0012 

(1.04) 
-0.0010 

(-0.10) 
-0.0029 

(0.30) 
ROA .022 

(0.11) 
.069 

(0.35) 
-.00008* 

(-1.66) 
-.00007* 

(-1.57) 
-.005 

(-1.44) 
-.005 

(-1.31) 

AR_Length .321*** 

(3.76) 

.314*** 

(3.68) 

.0001*** 

(5.67) 

.0001*** 

(5.55) 

.0057*** 

(3.35) 

.005*** 

(3.41) 

GDP per capita .0013 .001 0.0039*** 0.0029* .0001** .0001** 
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 (0.32) (0.37) (3.69) (-1.78) (2.10) (2.17) 

Inflate 10.30 

(0.74) 

11.76 

(0.84) 

-.006* 

(-1.84) 

-.006* 

(-1.78) 

-.075 

(-0.27) 

-.063 

(-0.23) 

LS 119.07 

(1.44) 

97.73 

(1.18) 

.049** 

(2.07) 

.49** 

(2.02) 

2.99** 

(1.80) 

2.67* 

(1.60) 

UA  77.24 

(1.13) 

59.93 

(0.87) 

.035** 

(2.07) 

.034** 

(2.57) 

2.059 

(1.50) 

1.79 

(1.30) 

LTO  131.66* 

(1.61) 

110.09 

(1.34) 

.534** 

(2.60) 

.053** 

(2.57) 

3.25** 

(1.97) 

2.9947* 

(1.78) 

MAS  -2.62 

(-0.09) 

-10.45 

(-0.34) 

.006 

(0.85) 

.006 

(0.80) 

.249 

(0.41) 

.124 

(0.20) 

Country effect  Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes 

intercept -14667.2 

(-1.24) 
-11502.95 

 (0.97) 
-6.44 

(-0.59) 
-6.359 

(-0.14) 
-372.98 

(-1.57) 
-326.76 

(-1.37) 
Obs. 3904 3895 3906 3897 3906 3897 

F-statistics Prob 0.0000 0.0001 0.0001 0.0001 0.0001 0.0001 

Adj R2  35.7% 35.7% 37% 36.7% 30.5% 30.5% 

VIF  1.555 1.555 1.58 1.58 1.440 1.439 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, respectively. 
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9.3.3. Country-Level governance quality and Risk Disclosure  

9.3.3.1. NGQ and Risk Disclosure Quantity 

Table 9.5 reports the results of the relationship between country-level governance, as predicted 

in research hypothesis H3, and risk disclosure quantity. The empirical results recommend that 

risk disclosure quantity can significantly be explained by the national governance indicators, 

particularly VA, PS, GE, RQ, and COC. VA, PS, RQ, and COC are positively associated with 

CRDI_Quantity with coefficient of   89.86, 207.24, 106.7, 1.135, and 198.51 at t-value of 3.54, 

3.58, 1.86, 1.87, and 1.81 respectively (p-value < 0.05). Furthermore, the empirical results 

support the positive role of the national governance quality on risk disclosure quantity. More 

specific, Model 7 of Table 9.5 indicates that the overall NGQ significantly and positively 

explain the differences in CRDI_Quantity among different risk categories since NGQ is 

significant with a coefficient of 319.1 and t-value of 2.12. 

These results support hypothesis H3 that countries with stronger national governance indicators 

are associated with an increase in the level of operational risk disclosures. This also coincides 

with the institutional theory, which claims that companies operating in countries with improved 

national governance may provide an additional monitoring level that can alleviate information 

asymmetries and hence cater as a motivation to engage in greater risk disclosure (Aguilera et 

al., 2008; Barakat & Hussainey, 2013; Ntim et al., 2013).  

Further, the researcher found a significant association between SIZE and AR_Length, which 

supports the empirical evidence provided by Abraham & Cox (2007), Elzahar & Hussainey 

(2012), and Oliveira et al. (2011). That other firm-specific corporate governance characteristics 

have a positive effect on CRDI_Quantity at p-value<0.05.  
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Table 9.5. National governance indicators and risk disclosure quantity 

Independent Variables 

(Model) 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) 

VA 89.86*** 

(3.54) 

      

PS  1.0180 

(1.29) 

     

GE   106.7* 

(1.86) 

    

RQ    1.135* 

(1.87) 

   

ROL     207.24*** 

(3.58) 

  

COC      198.51* 

(1.81) 

 

NGQ        319.1** 

(2.12) 

Brd_Size  22.67*** 

(9.26) 

22.4*** 

(9.18) 

22.50*** 

(9.18) 

22.5*** 

 (-9.19) 

22.4*** 

(9.15) 

22.49*** 

9.18) 

-22.4*** 

 (9.16) 

DUAL   -69.06*** 

(-4.18) 

-68.53*** 

(-4.14) 

-69.6*** 

(-4.23) 

-70.02*** 

(-4.23) 

-70.3*** 

(-4.25) 

-70.53*** 

 (4.26) 

-69.37 

(1.19) 

SIZE 104.7 

(0.49) 

105.21*** 

9.63) 

105.5*** 

(9.25) 

105.3*** 

(9.63) 

105.6*** 

(9.25) 

105.45*** 

 (9.64) 

105.4*** 

(9.65) 

 LIQ .1722 

(.0019) 

1.82 

(0.52) 

..191 

(0.54) 

.185 

(0.53) 

.183  

(0.35) 

.184 

(0.452) 

.189 

(00.54) 

LEV -52.6 

(-1.32) 

-56.08 

(-1.41) 

-55.06 

(-1.38) 

-54.16 

(1.36) 

-53.77  

(-1.35) 

-51.5 

(-1.29) 

-54.4 

(-1.37) 

Beta  4.22 

(0.42) 
4.77*** 

(3.58) 
4.85 

(0.45) 
4.48 

(0.44) 
4.48 

(0.44) 
4.34 

(0.43) 
4.51 

(0.44) 

Sal_Growth -.0005 

(.-.120) 
-.0005 

(-1.07) 
-.0005 

(-1.41) 
-.0005 

(01.11) 
-.0005 

(-1.09) 
-.0005 

(-1.08) 
-.0005 

(-1.09) 

ROA .088 -875 .082 .0752 .093 .089 .085 



272 

 

(.045) (0.45) (0.42) (0.39) (0.48) (0.45) (0.44) 

AR_Length .342*** 

(4.07) 

.356*** 

(4.23) 

.342*** 

(4.07) 

.345*** 

(4.09) 

.343*** 

(4.08) 

.339*** 

(4.02) 

.345*** 

(4.10) 

GDP per capita 

 

.005 

(1.38) 

-.004 

(-0.94) 

.004 

(.97) 

.0004 

(1.08) 

.003 

(0.88) 

.001 

(0.26) 

-.002 

(-0.45) 

Inflate -.73 

(-.05) 

18.15 

(1.33) 

7.42 

(0.54) 

7.53 

(0.54) 

9.04 

(0.64) 

8.36 

(0.61) 

17,1 

(1.24) 

LS 109.9 

(1.33) 

123.07 

(1.49) 

127.4 

(1.54) 

130.5 

(1.57) 

131.5 

(1.58) 

111.01 

(1.34) 

111.7 

(1.45) 

UA  97.53 

(1.16) 

77.4 

(1.13) 

79.15 

(1.16) 

79.19 

(1.16) 

80.06 

(1.17) 

80.04 

(1.44) 

78.59 

(1.15) 

LTO  118.9 

(1.45) 

139.8* 

(1.71) 

143.9 

(-0.25) 

148.9* 

(1.81) 

149.6* 

(1.80) 

118.7 

(1.44) 

121.2 

(1.47) 

MAS  7.73 

(0.25) 

-7.68 

(-0.25) 

-7.7 

(-0.25) 

-7.40 

(-0.24) 

-9.91 

(-0.31) 

9.81 

(0.31) 

5.744 

(0.19) 

Country effect  Yes Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes 

intercept -15549.0 

(-1.32) 
-14827.7 

(-1.26) 
-15344.5 

(-1.30) 
-15704.1 

(-1.33) 
-15665.5 

(-1.33) 
-14663.4 

(-1.24) 
-14537.8 

(-1.23) 

Obs. 4076 4076 4076 4076 4076 4076 4076 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  35.7% 35.7% 35.6% 35.5% 35.5% 35.6% 35.6% 

VIF 1.55 1.55 1.55 1.55 1.55 1.55 1.9 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, respectively.
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9.3.3.2. NGQ and Risk Disclosure Quality  

Table 9.6 reports the results of the relationship between country-level governance, as predicted 

in research hypothesis H3, and risk disclosure quality. So far, the empirical results of the 

regressions analysis support the positive role of the national governance quality and its 

indicators (e.g. VA, GE, RQ, ROL, and COC) on risk disclosure quality. More specific, Model 

7 in Panel A and B of Table 9.6 indicates that the overall NGQ significantly and positively 

explain the differences in the quality of disclosure about different risk categories since NGQ is 

significant with coefficients of 0.23 and 1.291 and t-value of 4.99 and 2.55. Also, the indicators 

of the composite measure of NGQ are also positively and significantly associated with CRD 

I_Quantity and CRD III_AHP.  In Panel A, The coefficient of VA, RQ, ROL, COC, and GE 

are 0.081, 0.12, 0.076, and.036, and t-value of 2.0, 7.6, 2.77, and 1.65. Also, Panel B. of Table 

9.6 shows a positive sign of the relationship between VA, EG, ROL, COC, and CRD III_AHP 

with a coefficient of 0.171, 0.101, 0.054, and 0.139 and a t-value of 2.89, 4.96, 1.8, and 5.07 

respectively.   

These results are consistent with hypothesis H3 and the previous literature that better-governed 

environments in terms of voice and accountability, the role of law, regulatory quality, control 

of corruption, and government effectiveness strengthen the oversight function of corporate 

governance mechanisms toward the quality of disclosure. Whilst corporate governance 

mechanisms in poorly-governed environments take the main role in mitigating the increased 

agency conflicts in order to gain legitimacy and social acceptance (Elamer et al., 2019; Elamer 

et al., 2020).  

Moreover, we have found significant associations between SIZE, LIQ, ROA, Brd_Size, Inflate, 

LS, UA, and LTO. This is consistent with the evidence provided by Abraham & Cox (2007), 

Elzahar & Hussainey (2012), and Oliveira et al. (2011) that other firm-specific corporate 
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governance characteristics have a positive effect on the CRD II_Scale at a p-value<0.05. 

Finally, concerning the validity of the results, the values of the multicollinearity test (VIF) for 

each model are 1.0036, 1.0068, 1.0026, 1.0043, and 1.0047. This indicates that there is no 

multicollinearity problem among the apparent variables. 
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Table 9.6. National governance indicators and risk disclosure quality  

Panel A. CRD II_Scale 

Independent 

Variables 

(Model) 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) 

VA .081** 

(2) 

      

PS 
 

.013 

(0.76) 

     

GE 
 

 .12*** 

(7.60) 

    

RQ 
 

  .079** 

(2.77) 

   

ROL 
 

   .036* 

(1.65) 

  

COC . 
 

    08*** 

(3.89) 

 

NGQ  

 

     .23*** 

(4.99) 

Brd_Size .003*** 

(5.43) 

.003*** 

(5.46) 

.003*** 

(5.44) 

.003*** 

(5.44) 

.003*** 

(5.47) 

.003*** 

(5.44) 

.003*** 

(5.46) 

DUAL   -.007** 

(-2.40) 

-.009** 

(-2.36) 

-.009** 

(-2.41) 

-.009** 

(-2.38) 

-.009** 

(-2.37) 

-.009** 

(-2.36) 

-.009** 

(-2.40) 

SIZE .008*** 

(3.08) 

.008*** 

(3.05) 

.008*** 

(3.05) 

.008*** 

(3.06) 

.008*** 

(3.04) 

.008*** 

(3.06) 

.008*** 

(3.05) 

 LIQ .0002*** 

(3.38) 

.0002*** 

(3.37) 

.0002*** 

(3.25) 

.0002*** 

(3.37) 

.0002 *** 

(3.38) 

.0002*** 

 (3.38) 

.0002*** 

(3.36) 

LEV -.0046 

(-0.47) 

-.004 

(-0.47) 

-.004 

(0.41) 

-.004 

(-0.46) 

-.004 

(-.46) 

-.005 

(-0.45)) 

.-004 

(-0.45) 

Beta  .003 

(1.23) 
.003 

(1.23) 
.003 

(1.20) 
.003 

(1.22) 
.003 

(1.22) 
.003 

(1.23) 
.003 

(1.22) 
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Sal_Growth 0.0014 

(1.21) 
0.0014 

(1.18) 
0.00145 

(1.19) 
0.00114 

(1.18) 
0.0014 

(1.18) 
0.0014 

(1.17) 
0.0014 

(1.17) 

ROA -.00007 

(1.48) 
-.0007 

(01.49) 
.00006 

(-1.42) 
-.0007 

(-1.45) 
-.0007 

(-1.49) 
-.00006 

(-1.46) 
-.00007 

(-1.47) 

AR_Length .0001*** 

(5.36) 

.0001*** 

(5.36) 

.0001*** 

(5.40) 

.0001*** 

(5.35) 

.0001*** 

(5.38) 

.0001*** 

 (5.47) 

.0001*** 

 (5.35) 

GDP per capita 

 

0.0037*** 

 (3.51) 

0.0034**** 

 (3.37) 

0.0034*** 

(3.30) 

0.0037*** 

(3.36) 

0.0035*** 

(3.28) 

0.0045*** 

 (4.33) 

0.0045*** 

 (3.86) 

Inflate -.004 

(-1.29) 

-.005 

(-1.59) 

-.003 

(-1.13) 

0.005 

(-1.46) 

-.004 

(-1.29) 

-.004 

(-1.20) 

-.006* 

(-1.79) 

LS .047** 

(2.30) 

.045** 

(2.25) 

.004** 

(2.19) 

.045** 

(2.22) 

.043** 

(2.12) 

.050** 

(2.48) 

.047** 

(2.32) 

UA  .032* 

(1.90) 

.031* 

(1.89) 

.032* 

(1.91) 

.32* 

(1.90) 

.031* 

(1.89) 

.031* 

(1.89) 

.032* 

(1.90) 

LTO  .051** 

(2.54) 

.004 

(1.47) 

.047** 

(2.37) 

.048** 

(2.41) 

.046** 

(2.25) 

.057** 

(2.80) 

.51** 

(2.65) 

MAS  .0037 

(0.50) 

.004 

(0.60) 

0.006 

(0.48) 

.005 

(0.76) 

.006 

(0.89) 

-.0001 

(-0.02) 

.003 

(0.47) 

Country effect  Yes Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes 

intercept -5.85 

(-2.01) 
--5.86 

(-2.02) 
-5.85 

(-2.01) 

-5.83 

(-2.01) 

-5.75 

(-1.79) 

-6.10 

(-2.10) 
-5.96 

(-2.05) 

Obs. 4078 4076 4078 4078 4078 4078 4078 

F-statistics 

Prob 

0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  37.6% 37.9% 38.0% 37.9% 37.9% 37.6% 37.5% 

VIF  1.611 1.61 1.614 1.61 1.61 1.61 1.9 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, respectively. 

Panel B. CRD III_ quality (AHP) 
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Independent 

Variables 

(Model) 

Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) 

VA 0.1711** 

(2.89) 
     

 

PS 
 

.888 

(0.77) 
    

 

GE  
 

0.1011** 

(4.96) 
   

 

RQ  
  

0.0124** 

(2.36) 
  

 

ROL  
   

0.054* 

(1.8) 
 

 

COC  
    

0.1329** 

(5.07) 

 

NGQ   
     

0.1291** 

(2.55) 

Brd_Size 0.0004** 

(3.3) 

.32*** 

(6.58) 

.321*** 

(6.56) 

.32*** 

 (6.75) 

.321*** 

(6.57) 

.322*** 

(6.57) 

.322*** 

(6.58 

DUAL   -.1135 

(-0.34) 

-.116 

(-0.45) 

-.129 

(-0.39) 

-.125 

(-0.38) 

-.124 

(-0.38) 

-.124 

(-0.38) 

-.132 

(-0.40) 

SIZE .675*** 

(3.09) 

.680*** 

(3.11) 

.681*** 

(3.12) 

.682*** 

(3.12) 

.686*** 

(3.14) 

.681*** 

(3.12) 

.0681*** 

(3.12) 

 LIQ .018** 

(2.58) 

.018** 

(2.60) 

.018** 

(2.59) 

.018** 

(2.60) 

.182** 

 (2.60) 

.018** 

(2.60) 

.018** 

(2.60) 

LEV .279 

(0.35) 

-56.08 

(-1.41) 

.292 

(0.37) 

.275 

(0.34) 

2.61 

(0.33) 

.267 

(0.33 

.280 

(0.35) 

Beta  .25 

(1.27) 
.260 

(0.33) 
.25 

(1.27) 
0260 

(1.28) 
.263 

(1.29) 
.260 

(1.28) 
.259 

(1.28) 

Sal_Growth -0.0026 

(.-.26) 
-.26 

(-1.29) 
-.0005 

(-1.41) 
-0.00209 

(-0.21) 
-0.0021 

(-0.22) 
-0.0021 

(-0.22) 
-20.00215 

(-0.22) 

ROA -.005 

(-1.40) 
-0.0021 

(-0.21) 
-0.0020 

(-0.21) 
-.005 

(-1.37) 
-.005 

(-1.38) 
-.005 

(-1.39) 
-.005 

(-1.38) 
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AR_Length .005*** 

(3.22) 

.005 

(1.40) 

.05*** 

(3.25) 

.005*** 

(3.24) 

.005*** 

(3.20) 

.0054*** 

 (3.24) 

.005*** 

 (3.23) 

GDP per capita 

 

.0002** 

(2.76) 

.001* 

(1.93) 

.0001** 

(2.24) 

.0001** 

(2.20) 

.0002** 

(2.77) 

.0002** 

(2.49) 

-.0002** 

(2.8) 

Inflate -.10 

(-.36) 

.035 

(0.13) 

.068 

(0.25) 

.029 

(0.11) 

-.082 

(-0.29) 

.200 

(0.07) 

-.029 

(-0.11) 

LS 0.0024 

(1.57) 

2.71* 

(1.64) 

2.66* 

(1.61) 

2.68* 

(1.62) 

2.94* 

(1.77) 

2.748* 

(1.66) 

2.80* 

(1.69) 

UA  1.81 

(1.33) 

 

1.80 

(1.32) 

1.823 

(1.33) 

1.81 

(1.33) 

1.830 

(1.34) 

1.81 

(1.33) 

1.82 

(1.34) 

LTO  2.83* 

(1.72) 

3.00* 

(1.83 

2.92* 

(1.78) 

2.94* 

(1.79) 

3.33** 

(2.01) 

3.04* 

(1.84) 

3.12* 

(1.90) 

MAS  .21 

(0.35) 

.10 

(0.217) 

.185 

(0.30) 

.145 

(0.24) 

-.830 

(-0.13) 

.091 

(0.15) 

.058 

(0.10) 

Country effect  Yes Yes Yes Yes Yes Yes Yes 

Industry effect Yes Yes Yes Yes Yes Yes Yes 

Year effect Yes Yes Yes Yes Yes Yes Yes 

intercept -355.3 

(-1.42) 
-331.0 

(-1.40) 
-322.13 

(-1.41 
--331.13 

(-1.40) 
-344.66 

(-1.46) 
-334.6 

(-1.42) 
-338.72 

(-1.44) 

Obs. 4078 4078 4078 4078 4078 4078 4078 

F-statistics Prob 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 

Adj R2  31.0% 31.0% 31.0% 30% 31% 30.4% 31% 

VIF  1.44 1.44 1.44 1.44 1.44 1.44 1.44 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance for a two-tailed test at the 1%, 5% and 10% levels, respectively.
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9.4. The Moderation Effect of NGQ 

This section summarises the results of the moderation effect of the national governance quality 

on the relationship between the overall firm’s governance score and risk disclosure quantity 

and quality. The results presented in Table 9.7 show that the moderating effect of NGQ can 

improve the effectiveness of firm-level governance in overseeing the reporting practices, where 

the coefficient of Gov_Score*NGQ (moderate variable) significantly and positively enhances 

the impact of corporate governance on the quality of risk disclosures. The results of Models 1, 

2, and 3 reveal that Gov_Score is significantly and positively correlated with CRD I_Quantity, 

CRD II_Scale, and CRD III_AHP at coefficients of 8.55, 0.002, and .142 and t-value of 3.72, 

3.42, and 3.08. Also, NGQ is significantly and positively associated with CRD I_Quantity, 

CRD II_Scale, and CRD III_AHP at coefficients of 219.0, 0.21, and 20.6 and t-value of 1.85, 

3.10, and 3.94. These results confirm the previous findings that NGQ and firm-level 

governance score increases the quantity and quality of risk disclosure. Moreover, the quality 

of national governance indicators improves the impact of GOV_Score on CRD I_Quantity, 

CRD II_Scale, and CRD III_AH, where the coefficient of Gov_Score*NGQ equals 7.29, 0.001, 

and 0.123 (t-value of 4.29, 3.95, and 3.58).  

These results provide further evidence that governance attributes at both firm and country 

levels are important factors that drive the differences in risk disclosure practices across 

countries.  Also, the results support the research hypothesis H4, as well as the practical evidence 

in the previous studies that firms are operating in countries with highly effective governance 

indicators, may reduce information asymmetry and increase managerial motivation toward 

high-quality disclosure (Ball et al., 2003; Leuz et al., 2003; Beyer et al., 2010; Bonetti et al., 

2016).  



280 

 

Finally, the value of VIF and Adj R2 for each model indicates no multicollinearity among the 

tested variable.
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Table 9.7. The moderation effect of NGQ on the relation  

Independent Variables 

(Model) 

Quantity  CRD I Quality CRD II) Quality CRD III) 

Model (1) Model (2) Model (3) 

NGQ 

 

219.0* 

(1.85) 

.21** * 

(3.10) 

20.6*** 

(3.94) 

GOV_Score 8.55*** 

(.3.72) 

0.002*** 

(3.42) 

.142*** 

(3.08) 

GOV_Score x NGQ 7.29*** 

(4.29) 

.001*** 

(3.95) 

.123*** 

(3.58) 

Brd_Size 23.74*** 

(6..25) 

-.003*** 

(4.28) 

.409*** 

(5.76) 

DUAL   -99.6*** 

(-3.86) 

-.32*** 

(-4.80) 

-1.31** 

(-2.52) 

SIZE 161.6*** 

(10.99) 

0142*** 

(3.70) 

1.48*** 

(5.00) 

 LIQ 4.67*** 

(3.14) 

.001*** 

(3.20) 

.080** 

(2.68) 

LEV -16.2 

(-.028) 

-.023 

(-1.53 

-3.98*** 

(-3.43) 

Beta  6.66 

(0.50) 
.003 

(1.12) 
.034 

(0.13) 
Sal_Growth 0.0001 

(-.039) 
0.00182 

(1.51) 
-0.0079 

(-0.08) 
ROA .143 

(.49) 
-.00005 

(-0.72) 
.0001 

(0.02) 
AR_Length .941*** 

(7.20) 

.0002*** 

(7.12) 

.014*** 

(5.38) 

GDP per capita 

 

-.007 

(-1.06) 

0.0043** 

(2.35) 

.0003** 

(2.42) 

Inflate 11.6 

(0.52) 

-.004 

(-0.78) 

.047 

(0.11) 

LS 167.3 

(0.75) 

.075* 

(1.65) 

3.33 

(0.94) 

UA  108.6 

(0.75) 

.052 

(1.37) 

1.82 

(0.63) 

LTO  185.5 

(0.06) 

.081* 

(1.80) 

3.87 

(1.10) 

MAS  3.98 

(0.06) 

.008 

(0.50) 

-.386 

(-0.30) 

Country effect  Yes Yes Yes 

Industry effect Yes Yes Yes 

Year effect Yes Yes Yes 

intercept -20833.5 

(-0.84) 
-9.5722 

(-1.47) 
-368.67 

(-0.73) 
Obs. 2022 2024 2024 

F-statistics Prob 0.0000 0.0000 0.0000 

Adj R2  40.7% 35% 32.8% 

VIF  1.688 1.54 1.490 

Notes:  All variable definitions are presented in Table 4.4. ***, **, and * indicate significance 

for a two-tailed test at the 1%, 5% and 10% levels, respectively. 
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9.5. Summary and discussion  

The results of this chapter indicate that risk disclosure quantity and quality across the EU 

countries are largely affected by the board of directors’ characteristics, ownership structure and 

national governance quality. Sub-categories of risk disclosure quality index (e.g., business, 

operational, management, and fluctuation) are similar in the effect of both independent and 

control variables under fixed effects and 2SLS models.  

Taking all previous results of testing Hypothesis H1, H2, and H3 together, the results suggest 

that the appropriate expectations of the adopted multi-theory framework, which combines the 

agency, resource dependence, stakeholder, legitimacy, and institutional theories, are highly 

applicable in a variety of settings as follows.  

First, the higher percentage of independent and female directors is significantly and positively 

associated with risk disclosure quantity and quality, which support hypotheses Ha1 and Ha2, 

where independence and gender are associated with the oversight power of the board of 

directors over management, where independent directors are more likely to be independent in 

their opinions. They can give objective and beneficial thoughts, which are more likely to 

mitigate agency conflicts between principals and agents (Elshandidy & Neri, 2015; Elamer et 

al., 2019; Adelopo et al., 2021), and respond to owners' and other stakeholders' concerns about 

risk disclosure (stakeholder theory).  

Furthermore, diversity on boards of directors in terms of gender can improve board 

independence and managerial ability of directors (Cabedo & Tirado, 2004; Elzahar & 

Hussainey, 2012) on one side, and enhance the relationships with stakeholders, on the other 

side (Amran et al., 2009; Donaldson & Preston, 1995; Adelopo et al., 2021; Abdallah & 

Eltamboly, 2022; Hao & Dong; 2022), and gains critical resources such as finance and 

contracts (resource-dependence theory). This necessitates enhancing corporate legitimacy and 
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reputation by motivating management to disclose adequate levels of risk disclosure 

(institutional theory and legitimacy theory). 

Second, the existence of female in leadership position significantly drives the extent and the 

quality of risk disclosure across EU countries, which supports hypothesis Ha3 and the 

arguments of the agency and resource dependence theory that the controlling-ability of the 

board of directors require diversity in knowledge, experience, and gender, which may reduce 

the agency conflicts, information asymmetry and provide more information about risk 

preferences of EU mangers and support firms to gain access to the critical resources (Hillman 

& Dalziel, 2003; Jia, 2019). 

Third, Risk_COM significantly and positively affects CRD I_Quantity across EU countries, 

which support the research hypothesis Ha5 and the arguments of the agency, resource 

dependence, and stakeholders’ theories that firms with risk committee may give specialised 

insight in terms of risk disclosure and management, which results in a reduction in information 

asymmetry and subsequently reduces any risks associated with investors’ devaluation of the 

firm and agency costs (Jensen and Meckling, 1976; Subramanian et al., 2009; Ishak & Yusof, 

2020; Jia et al., 2019; Neifara & Jarboui, 2018; Nahar & Jahan, 2021; Bozzolan & Miihkinen, 

2021). Also, helps stakeholders to obtain sufficient information about risk and make better risk 

management decisions (Karamanou & Vafeas, 2005; Pirson &Turnbull, 2011; Neifara & 

Jarboui, 2018; Jia et al., 2019; Nahar & Jahan, 2021; Bozzolan & Miihkinen, 2021) . 

Fifth, ownership structure, particularly CON_OWN, is negatively associated with risk 

disclosure quantity, which supports the research hypothesis H2a and approves the empirical 

results of the prior literature (e.g., Abraham & Cox, 2007; Barako et al., 2006; Elzahar & 

Hussainey, 2012; Ntim et al., 2012; Elamer et al., 2019; Abdallah & Eltamboly, 2022 ). These 

results are also in line with the agency theory perspective, which suggests that it diminishes 
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agency conflicts by acting as a substitute for other corporate governance mechanisms. In 

addition, the main findings of INS_OWN appear to be in line with the stakeholder theory, 

which suggests that institutional ownership is more similar to other public shareholders because 

the institutional investors are more interested in risk disclosure, particularly risk information 

(Salem, Ayadi, and K. Hussainey, 2019).  

Sixth, national governance quality and its indicators (e.g. VA, GE, RQ, ROL, and COC) have 

a positive impact on risk disclosure quantity and quality, which supports hypothesis H3 that 

countries with stronger national governance indicators are associated with high levels of risk 

disclosure quantity and quality across EU countries. These results also coincide with the 

previous studies and the institutional theory, which claims that national governance structures 

could keep owners and minority shareholders safe from being expropriated by the company’s 

managers (Aslan & Kumar, 2014; Yoshikawa et al., 2014; Elamer et al., 2019; Elamer et l., 

2021) and tend to put executives and non-executive directors under pressure to implement their 

responsibilities (Yoshikawa et al., 2014; Aguilera et al., 2008; Barakat & Hussainey, 2013; 

Ntim et al., 2013). Thus, country-level governance may underline risk disclosure (Barakat & 

Hussainey, 2013; Essen et al., 2013; Kaufmann et al., 2011). It may offer incentives to engage 

in greater risk disclosure to gain legitimacy due to societal pressures from companies’ external 

environment and regulations (Aguilera et al., 2008; Barakat & Hussainey, 2013; Chandler & 

Hwang, 2015; Ntim et al., 2013; Elamer et al., 2019; Elamer, Ntim, and Abdou, 2020; Abdallah 

& Eltamboly, 2022). 

Seventh, the moderation effect of NGQ can improve the effectiveness of firm-level governance 

in overseeing the reporting practices, where the results indicate that the quality of national 

governance indicators improves the impact of GOV_Score on CRD I_Quantity, CRD II_Scale, 

and CRD III_AHP, where the coefficient of Gov_Score*NGQ is positive. These results provide 



285 

 

further evidence that national governance quality might improve the quality of corporate 

governance structures (La Porta & colleagues, 2000; Ernstberger & Grüning, 2013). Also, the 

results support the research hypothesis H4, as well as the practical evidence in the previous 

studies that effective country-level governance indicators, in the view of the agency theory and 

stakeholder theory, are more likely to restrain the information asymmetry and motivate 

management toward informative disclosure (Elamer et al., 2019; Elamer, Ntim, and Abdou, 

2020). 

Also, national governments, in view of neo-institutional theory, bring unique insights into how 

risk disclosure can be viewed and explained within distinctive regulatory and institutional 

frameworks where firms may choose to improve their risk disclosure levels to communicate 

their superior performance to all stakeholders as a strategic move towards the influences of the 

external dependencies in response to the country-level governance that affects them (Bonetti 

et al., 2016; Burgstahler et al., 2006; Cumming et al., 2014; DeFond et al., 2007; Pfeffer, 1972; 

Elamer et al., 2019; Elamer, Ntim, and Abdou, 2020). 

Over al1, the results confirm that H2, H3, and H4 are consistent with the recommendations of 

the multi-theoretical framework. Hence, diversity in board compositions (independent and 

female directors), ownership structure, and an effective governance environment can not only 

be used to engage in greater managerial monitoring (agency theory) but can also improve 

relationships with stakeholders (stakeholder theory), and enhance corporate legitimacy and 

reputation (institutional and legitimacy theories). Table 9.8 summarises the results of the main 

hypotheses under each model. 
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Table 9.8. Summary of hypothesis test results for all risk disclosure indices 

Prior studies Expected 

Sign 

Research hypotheses Results  

CRD quality CRD 

Quantity AHP Scale 

Firm-level governance 

?  +/-  +/- + Ha1 Independent directors A + 

?  +/- +/- + Ha2 Gender diversity  A + 

? ? +/- + Ha3 Female leadership A + 

? +/- +/- + Ha4 Risk management committee A + 

? +/- +/-   + Ha5 Audit quality A + 

+ + + + H1 Governance score A + 

 

H2 

Ownership structure:  

? ? ?   + concentrated ownership A - 

? ? ?   + Management ownership A - 

?  +/- +/-   + Institutional ownership A + 

? +/- +/-   + Foreign ownership A + 

?  +/- +/-   + Government ownership R + 

Country-level governance 

 

H3 

National governance indicators 

  ?   ? +/-   + Voice and accountability A + 

  ?   ? +/-   + Political Stability and Absence of 

Violence 

R - 

  ?   ? +/-   + Government Effectiveness A + 

  ?   ? +/-   + Regulatory Quality A + 

  ?   ? +/-   + Rule of Law A + 

  ?   ? +/-   + Control of Corruption A + 

  + + +   + Overall NGQ A + 

+ + + + H4 Moderating effect of National 

governance 

A + 

A means that the hypothesis is accepted with a significant relationship, R means the hypothesis is rejected without 

a significant relationship, + means positive association, - means negative association, +/- means mixed result, and 

? Means that to the best of the researcher’s knowledge, the relationship was not studied before. 

9.6. Robustness Tests  

We have conducted a number of additional analyses to determine the robustness of the findings. 

First, to address potential endogeneity concerns, we estimate a lagged CRD–CG structure (e.g., 

Ntim et al., 2013; Elamer et al., 2019; Elamer, Ntim, and Abdou, 2020; Hao & Dong; 2022). 

In lagged models, all variables are the same as in main models, except that we include a one-

year lag between the CRD and the CG so that the CRD for the current year depends on the 

firm-level governance structure and ownership structure of the previous year. It can be 
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observed that the results (un-tabulated) are generally in line with the main results presented in 

the present chapter. As a consequence, the evidence supports a lagged CRD-CG nexus 

estimation, which implies that the evidence is robust. 

Moreover, following prior studies (Ntim et al., 2013; Elamer, Ntim, and Abdou, 2020), We 

address possible endogeneities caused by omitted variables by using two-stage least squares 

(2SLS). As a first step, we hypothesise that all control variables will be responsible for 

determining CG based on extensive theoretical and empirical literature (Elamer, Ntim, and 

Abdou, 2020). After estimating the predicted values from the CG model, we use them as 

instruments. Second, we use the instrumented variables of CG to run the model again using 

Equations 1-5 presented in Chapter 4. Except that we use the predicted values from the first 

stage estimation as instruments for the CG variables, nothing changes in Equations 1-5. The 

results (un-tabulated) are qualitatively similar to those presented in this chapter, indicating that 

the results are robust to potential endogeneity resulting from omitted variables. It is robust to 

potential endogeneities caused by omitted variables. There is also a slight difference in the 

magnitude of the coefficients of the governance variables (CG), which is generally consistent 

with previous research that has demonstrated that instrumented parts of the governance 

variables (CG) tend to predict risk disclosure when compared to their un-instrumented parts 

(Ntim et al., 2012; Elamer, Ntim, and Abdou, 2020; Mcchlery & Hussainey, 2021; Hao & 

Dong, 2022). 

9.7. Concluding Remarks 

This chapter explained the statistical analysis of the relationship between firm-level governance 

mechanisms, ownership structure, national governance, and risk disclosure quantity and 

quality. The empirical results indicate that board of directors’ characteristics, risk committee, 

audit quality, concentrated ownership, institutional ownership, governance score, and national 

governance indicators are the main indicators of the risk disclosure quality. Also, the results 
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support the thoughts of the agency theory about the benefits of the existence of the risk 

management committee. It represents the focus of CG to promote the interests of other 

stakeholders in information disclosure. On the other hand, governance pillars scores, 

particularly ownership structure and national governance indicators, particularly VA, PS, RQ, 

RO, and COC, largely explain the differences in risk disclosure quality. Furthermore, effective 

national governance can moderate the relationship between corporate governance and risk 

disclosure quality.   

As shown in the empirical analysis, the determinants of risk disclosure quality are consistent 

with the framework of multiple theoretical perspectives (agency, resource dependence, 

stakeholder, legitimacy, and institutional theory) and support, as a whole, the empirical results 

of the previous empirical analysis of hypotheses H1, H2, H3. In addition, H4 suggests that 

diversity in the composition of boards (including independent and female directors) and 

ownership structure significantly explain the differences in risk disclosure.  An appropriate 

governance framework does not only facilitate greater management monitoring (agency 

theory) but also can be beneficial in strengthening stakeholder relationships (stakeholder 

theory) and enhancing corporate legitimacy and reputation (institutional and legitimacy 

theories). The next chapter summarises the empirical findings of the current study and the 

theoretical and practical implications; the limitations of the current study follow this, and 

suggestions for future research are provided.  
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Chapter Ten: Summary, Conclusions,  and Implications  

10.1. Overview 

The current study aims at investigating the determinants of the extent and the quality of 

corporate risk disclosure within and across the  European countries. At the firm and country 

levels, the EU firms have their own and different approaches to reporting information about 

risk and uncertainties. Regulators require companies to report their risk factors. European listed 

companies must prepare their financial statements according to International Financial 

Reporting Standards (IFRS) which requires them to disclose risks related to financial 

instruments in a quantitative and qualitative manner. The IASB also recommends that 

companies provide a Management Commentary, which includes information about risk 

exposures (IASB, 2010). Companies in the EU are required to provide a description of the risks 

and uncertainties the company faces in their financial statements, or more specifically, in the 

management report. Directive 2013/34/EU mandates this, but it also gives managers a lot of 

freedom in its implementation. The level and detail of risk disclosure is left to the discretion of 

management, making risk disclosure in the European context often referred to as quasi-

voluntary or quasi-mandatory (see for example, Dobler et al., 2011, Mazumder and Hossain, 

2018). The current study follows the calls of previous studies (e.g., Dobler, 2008; Linsley and 

Shrives, 2006; Elshandidy, 2011; Ntim et al., 2013; Elamer et al., 2019; Elamer, Ntim, and 

Abdou, 2020; ) to investigate the extent and behaviour to which firms in the European region 

respond to their significant uncertainties. 

Analysing the European firms’ attitude and motivations toward risk disclosure give signals to 

policymakers within each country about the different types of risks which firms face and how 

they disclose these risks. Companies with ongoing uncertainty should reveal and clarify how 

they evaluate their uncertainties in their financial reports. Furthermore, they provide a 
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sensitivity analysis to measure the impacts of uncertain events on financial, operational, and 

strategic outlook and their strategy to deal with risks.  

The current chapter summarises the conclusion of the study. It reviews the main empirical 

findings and the theoretical and practical implications. This is followed by the limitations of 

the current study, and suggestions for future research are provided.  

 

10.2. Research Conclusions 

The main objective is to examine how corporate governance quality is related to the quantity 

and quality of risk disclosure by EU firms, and whether national governance quality (NGQ) 

reinforces this relationship. To investigate the role of multi-layer corporate governance on risk 

disclosure within and across the UK, Germany, France, and Italy, a longitudinal analysis was 

performed In this study, an automated content analysis method is used to measure the quantity 

and quality of risk disclosure practices. This is based on an automated content analysis of 

annual reports for 4851 firm-year observations in the United Kingdom, France, Germany, and 

Italy from 2012 to 2018. 

The content analysis of firms' annual reports is conducted on four different levels in order to 

determine the extent and quality of risk disclosures. First, ‘texts’ are the annual reports of 

European companies. Then ‘coding units’ comprise the numbering of words, pages or phrases. 

Third, ‘coding scheme’ refers to categorising coding units and risk classifications. Lastly, the 

coding mode may be either automated or performed manually. Because the advantage of the 

automated approach outweighs manual content analysis, the long time-consuming and fewer 

cost-effective shortcomings of the manual approach, we used an automated coding mode. Also, 

there are disadvantages to the manual process, such as being time-consuming and costly. As a 
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part of an empirical study, the amount of risk disclosure index is calculated by analysing annual 

reports of European countries using automated content analysis using NVivo 12 Pro software 

(as discussed in Chapter Five), based on the final list of risk words discussed in Chapter Four.  

To measure the behaviour/quality of risk disclosure, CFIE software was used to calculate the 

risk behaviour/tone in the annual reports for the four European countries. Moreover, we 

developed a weighted risk disclosure index to calculate the score of risk disclosure quality (as 

discussed in Chapter Five) and to overcome the weaknesses of unweighted indices. The 

analytic hierarchy process (AHP) is the quantitative method used to weight each risk disclosure 

item by measuring the relative importance of the index's components by assigning different 

weights for each component. The AHP is used to address the problems of selections and 

prioritisation decisions. First, identity and decomposition, which means that the decision 

problem (weighting of risk disclosure index) has the potential to be restructured into smaller 

fragments and to be structured hierarchically, in levels, from the more general (main criterion) 

to the more specific (and measures/sub measures). Secondly, in discrimination and comparative 

judgments in a pair matrix comparison, the AHP method relies primarily on pair-wise 

comparisons to determine the priority of each criterion and sub-measure using data collected 

by an expert group via questionnaires. Thirdly, a convergence stage integrated the decisions of 

experts’ judgments into one category to determine overall priorities. AHP steps are taken to 

allocate the unequal weights for their components in Chapter Five. Regarding the hierarchy 

structure of the risk disclosure index.  There are disagreements among researchers regarding 

risk classifications, and the complexity of risk measurement is a function of the accurate risk 

structure. 

According to the second method, each item of risk information is weighed on a scale from (0) 

to (6) using a scale from (0) to (6) for coding the risk words (as shown in Table 4.4). A score 
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(0) is assigned for any risk information which has not been disclosed in the annual reports, and 

a score (6) is assigned for comprehensive risk disclosure in the annual reports. The total scores 

for the CRD criterion are multiplied by the relative weight for each dimension, and the 

company’s total score is calculated as a percentage ranging from 0 to 100%. 

The main findings emerging from the descriptive statistics show a considerable variation in the 

content of the risk disclosures and the quantity across European countries over the period 2012-

2018. Considering the risk disclosure items, the researcher reported that annual reports are 

more likely to focus on the management and fluctuation of risk items. The UK and Germany 

are likely to disclose more risk information. However, the percentage of French and Italian 

firms is the lowest in incorporating the risk information in their annual reports. Furthermore, 

the extent of risk disclosure is likely to improve gradually over time. 

 

Regarding risk components, management, operational, and fluctuation risks are of the greatest 

concern to European firms, whereas business risk items represent the least percentage of risk 

disclosure. In addition, the researcher recommends that risk disclosure largely concentrates on 

positive, historical, and qualitative information in terms of quality. As for the changes in the 

risk disclosure quality over the years (2012-2018), there is no clear trend of changes in risk 

disclosure, particularly in the UK after Brexit. However, some factors may have a significant 

impact on the quantity and quality of the risk disclosure in view of the prior studies. 

 

Using fixed effects panel and 2SLS regressions to analyse the disclosure of risk disclosures, 

the empirical results indicate that board of director composition in terms of independence and 

gender diversity, female leadership, audit quality, risk committee, ownership structure, and 

governance score are the main determinants of risk disclosure quantity and quality within the 
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EU firms. These results are consistent with the multi-theoretical framework, as follows. First, 

the main findings of boards’ composition (independence and gender diversity) appear to 

coincide with resource-dependence theory. In contrast, diversity in board composition may 

provide different perspectives and knowledge to monitor management incentives and 

decisions, particularly regarding disclosing information about risks and determining how to 

manage them. This may catalyse the acquisition of resources, business contracts, or financial 

support. Second, the diversity of a board of directors may enhance the ability of management 

to make better decisions, enhance stakeholder representation on the board of directors 

(Freeman, 1984), and enhance firms' reputation and legitimacy.  

Third, female leadership is associated with the oversight power of the board of directors over 

executive management. These results indicate that female directors' are more likely to address 

concerns about risk disclosure than owners and other stakeholders (stakeholder theory). They 

also can force management to disclose high levels of risk information (agency theory). Fourth, 

an effective risk committee can enhance risk management and internal control of a firm's risk 

profile through its expertise in the management and disclosure of risks. It assists stakeholders 

in obtaining sufficient risk information and making effective risk management decisions 

(resource-dependence theory). In turn, this reduces information asymmetry and agency costs 

(agency theory) and improves credibility and legitimacy (institutional and legitimacy theory).   

Fifth, the main findings of institutional ownership appear to coincide with the stakeholder 

theory perspective. This indicates that institutional ownership is more similar to other public 

shareholders because there is high public interest and a significant need for more disclosure, 

mainly risk information. These results are also in line with the agency theory perspective, 

which suggests that concentrated ownership diminishes the agency conflicts by acting as a 

substitute for other corporate governance mechanisms where the concentrated ownership is 
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likely to motivate management toward engaging in low levels of risk disclosure to maintain the 

security of firms’ information. 

Overall, these findings are also consistent with the previous studies that show that corporate 

governance mechanisms and ownership structure are likely to explain the differences between 

firms in their risk disclosure volume and behaviour (e.g., Jensen and Meckling, 1976; Pfeffer, 

1972; Mbithi, Wang’ombe, and Moloi, 2020; Nahar & Jahan, 2021; Hao & Dong; 2022). 

Regarding the incentives of risk disclosure across the European countries, the empirical results 

indicate that independent directors, board gender diversity, female leadership, risk committee, 

audit quality, institutional ownership, corporate governance quality, and national governance 

quality are positively associated with the extent and quality of risk disclosures across the EU 

countries. In contrast, concentrated ownership and managerial ownership are negatively related 

to the extent and quality of risk disclosures across the EU countries. 

These results support the expectations of the multi-theoretical explanations and the research 

hypotheses in different ways. First, we found that the higher proportions of independent 

directors and female directors are significantly and positively related to the quality and quantity 

of risk disclosures. This supports hypotheses Ha1 and Ha2, in which independence and gender 

have been found to be associated with the authority of the board of directors over management. 

This is because independent directors are more likely to be independent in their opinions. There 

are several ways in which they can contribute to reducing agency conflicts between principals 

and agents (Adelopo et al., 2021). They can also respond to owners' and other stakeholder 

concerns regarding risk disclosure (the stakeholder theory). Additionally, diversity in board 

composition can improve board independence and managerial ability (Elzahar & Hussainey, 

2012) on the one hand and enhance relations with stakeholders on the other (Adelopo et al., 

2021; Hao & Dong, 2022). It is, therefore, necessary to enhance corporate legitimacy and 
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reputation by enforcing adequate levels of risk disclosure by the management (institutional 

theory and legitimacy theory). 

In addition, the presence of women in leadership positions has a significant impact on the extent 

and quality of risk disclosure across EU countries. Consequently, the results support hypothesis 

Ha3 as well as the agency and resource dependence theory, which suggests that the controlling-

ability of boards of directors requires diversity in knowledge, experience, and gender in order 

to reduce agency conflicts, reduce asymmetry of information, and assist companies in gaining 

access to critical resources (Hillman & Dalziel, 2003; Jia, 2019). 

The third finding of this study is that risk committees significantly and positively affect risk 

disclosure across EU countries, which supports the research hypothesis Ha5 and the arguments 

proposed by the agency, resource dependence, and stakeholder theories that risk committees 

can provide specialized insight into risk disclosure and management. As a result, there is less 

information asymmetry and, therefore, the risk of investors devaluing the firm as well as 

agency costs being associated with it . It is also helpful for stakeholders to obtain sufficient risk 

information and to make better decisions regarding risk management. 

The fourth finding is that ownership structure, especially concentrated ownership, has a 

negative relationship with risk disclosure quantity, supporting the research hypothesis H2a and 

verifying previous studies (e.g., Abraham & Cox, 2007; Barako et al., 2006; Abdallah & 

Eltamboly, 2022). Furthermore, these results are consistent with the agency theory perspective, 

which suggests it reduces agency conflicts by substituting other forms of corporate governance. 

Also, these findings are consistent with stakeholder theory, which indicates that institutional 

investors are interested in risk disclosure more than other public shareholders, especially in risk 

information (Salem, Ayadi, and K. Hussainey, 2019). 
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Fifth, The quality of national governance positively correlate with risk disclosure quantity and 

quality across EU countries, which is consistent with hypothesis H3. It is also worth noting that 

the results are in line with previous studies and institutional theory, which claims that national 

governance structures could prevent owners and minority shareholders from being 

expropriated by their managers. As a result, executives and non-executive directors are 

sometimes under pressure to execute their duties (Yoshikawa et al., 2014; Ntim et al., 2013). 

As a result, country-level governance may represent a crucial aspect of risk disclosure (Barakat 

& Hussainey, 2013). Companies may be compelled to disclose more information about their 

risk to gain legitimacy as a result of societal pressures imposed by their external environments 

and regulations (Chandler & Hwang, 2015; Ntim et al., 2013; Elamer et al., 2019). 

Furthermore, effective national governance can moderate the relationship between corporate 

governance and risk disclosure quantity. Additionally, the moderating effect of NGQ can 

improve the effectiveness of firm-level governance in overseeing reporting practices. These 

findings support the idea that corporate governance structures may benefit from good national 

governance (La Porta et al., 2000). Furthermore, the results confirm the research hypothesis 

H4 based on agency theory and stakeholder theory, as well as previous research findings 

indicating that effective country-level governance indicators would restrain information 

asymmetry and motivate management to disclose information that is informative. 

All in all. The empirical results coincide with the adopted multi-theoretical framework that 

diversity in the composition of boards (including independent and female directors), ownership 

structure, and an appropriate governance framework does not only facilitate greater 

management monitoring (agency theory) but can also be beneficial in strengthening 

stakeholder relationships (stakeholder theory) and enhancing corporate legitimacy and 

reputation (institutional and legitimacy theories). 
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10.3. Theoretical and Practical Implications  

10.3.1. Theoretical implications  

This study have some distinctive theoretical implications. First, the current study contributes 

to bridging the gaps in risk disclosure literature, where a few prior studies investigated the 

multi-level variables on risk disclosure practices. This study addresses the theoretical and 

practical gaps in the literature by testing the risk disclosure in European countries with different 

regime legislation systems regarding risk reporting and corporate governance. In particular, the 

corporate governance concept is relatively new in Germany.  

This study shows that distinguishing between the drivers of risk disclosure practices is essential 

to understanding the differences between and among countries and the incentives associated 

with risk disclosure practices within countries with robust regulatory systems, such as the 

United Kingdom, Germany and France. This view is in line with several previous studies, such 

as Dobler (2008), who postulated that the study of management incentives concerning risk 

disclosure is one of the significant determinants of the quantity and quality of risk disclosure 

financial reports. 

Second, in most previous studies, manual and automated content analysis have been used to 

quantify risk disclosure contents. In addition, an unweighted index for risk disclosure was the 

main method to measure risk reporting in a large number of studies ( see for example, Beretta 

and Bozzolan, 2004; Kurniawanto et al., 2017; Ibrahim & Hussainey, 2019). The current 

research investigated risk disclosure levels across Germany, the UK, France and Italy by 

developing an AHP-based weighted risk disclosure index across countries sampled over seven 

years (2012 to 2018). This research has been the first to use weights for risk disclosure contents 

in such a large time-series across these four countries. 



298 

 

A third contribution to the literature on risk disclosure, the current study employed a 

longitudinal sample to study the impact of multi-layer corporate governance policies at the firm 

and country levels on risk disclosure practices in Europe from 2012 to 2018. To the researcher 

knowledge, few studies have investigated the effect of multi-layer governance mechanisms on 

risk-based disclosure in Europe. This second theoretical implication is related to how to 

integrate simultaneously cross-sectional and time series analysis, as well as correcting for 

residual dependencies, using either fixed effects panel or 2SLS regressions, which are 

presented in Chapters Eight and Nine, respectively. Third, the multi-layer indicators notably 

improve the explanation of the significant variations of risk disclosure quantity and quality 

within and between firms within or across Germany, the UK, France, and Italy from 2012 to 

2018.  

The results of this study provide empirical support to the expectations of the adopted multi-

theoretical framework, that  the effective governance mechanisms contribute to increase 

monitoring on management decisions (agency theory) and enhance stakeholders’ confidence 

and representation in board of directors (stakeholder theory). Furthermore, it improves firms' 

legitimacy and reputation (institutional and legitimacy theories) and supports them in obtaining 

critical resources such as finance and contracts (resource-dependence theory).  

10.3.2. Practical implications  

This study has important implications for firms, policymakers, and other stakeholders 

especially in developed countries in regard to the development of firm and national governance. 

The findings of the study generally indicate that better-governed firms, whether at the firm or 

national level, are more likely to be committed to increased levels of risk disclosure. The 

implications of such a finding are significant for different policy makers. It is intended to 

convey information to standard-setters and regulators about the significance of sound corporate 



299 

 

governance in enhancing the extent and quality of risk disclosures. These results provide 

additional incentive for regulators to pursue internal governance reforms in conjunction with 

reforms of the national governance system. 

Moreover, the results suggest that policymakers should revise corporate governance codes to 

increase the representation of women on corporate boards. It is also possible for policymakers 

to use these results to establish guidelines for setting rules and regulations that will motivate 

companies to take proactive measures to enhance their risk disclosures in order to satisfy 

stakeholders' needs and allow them to assess the firm's risk profile. The results of this study 

contribute to the understanding of the importance of governance in mitigating traditional 

agency problems, such as information asymmetry, and thus enhancing the efficiency of firms 

and their legitimacy within society as a whole. This research also provides a clear message to 

shareholders, in particular institutional shareholders, regarding the importance of corporate 

governance in general and board structure (e.g., board independence, board gender diversity) 

in particular as a mechanism to enhance risk disclosure.  

Furthermore, this study has several implications for companies as well as professional 

practitioners. These results provide insights into how corporate governance mechanisms and 

country-level characteristics influence managers' willingness to disclose risk information. This 

study also illustrates the importance of risk disclosure as an essential component of the capital 

market. It also demonstrates the extent to which reporting practices and regulations can be 

improved.  

10.4. Limitations and Suggestions for Future Research  

The study has some limitations, either in the firm- or country-level analyses or in its research 

methodology, which may be addressed in future research. Firstly, this study utilized a 

quantitative approach based on secondary data. It might be useful to conduct in-depth case 
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studies and interviews with relevant stakeholders, such as board members, regulators, and 

investors, to gain a more nuanced and in-depth understanding of the relationship between 

corporate governance and risk disclosures in the future. Secondly, the current study adopted 

the AHP method to assign different weights to different components of the risk disclosure 

index. Thus, future research to examine risk disclosure may apply different techniques such as 

Delphi or other expert methods could be adequate (Abdallah, 2021). Third, for control 

variables, the current study accounted for four effects; namely, size, profitability, growth and 

leverage, liquidity and some of board of directors’ characteristics effects. Some other effects 

have been suggested in disclosure studies, such as dividends, audit firm size and cross listing 

(e.g., Ntim et al., 2013; Elamer et. al 2019). It could be useful to consider the top management 

characteristics and other variables, which might decrease the unexplained variations in risk 

disclosure levels and quality within firms and across countries. Finally, this study examined 

risk disclosures in non-financial firms from four countries within the European Union. Hence, 

future research should focus on financial firms or include more countries to provide a deeper 

analysis. However, this study contributes to the literature by providing new insights into risk 

disclosure practices and the role of firm governance and country governance structures in 

shaping firms' disclosure practices. On the other hand, relying on the annual reports isone way 

for firms to convey information rather than financial releases or filing, and utilising the 

automated content analysis using NVivo 12 Pro and CFFIE instead of Nudist 8 or Other 

software could be utilised to capture risk reporting levels are the methodology limitations of 

the current research.  

At the country-level analysis, other countries rather than the selected nations could have 

different and attractive approaches to risk reporting, so the tested four countries could be 

extended by involving other countries’ in different regions. Furthermore, using other variables 

to proxy the country’s effects could be useful to extend the research design of the current study. 
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Other variables, such as financing types, economic growth and risk at the country level have a 

significant impact on the extent of risk disclosure. In other words, the limitation of the research 

design of the current study is related to focus on four European countries to observe the impact 

of all country variables on variations in risk disclosure quantity and quality because of different  

economic and cultural of variables. Extending the current design to include other countries is 

essential to observe the impact of some other factors (e.g., the sources of finance; political 

factors) on risk disclosure variations.   

Further research could usefully implement different research techniques, adopt different 

variables at firm and country level, and increase the research sample through including other 

countries in different region  are research opportunities for future research.  

 



302 

 

References 

 

Abdallah M. A., and Eltamboly, N. A. (2022). ‘Narrative forward-looking information 

disclosure, do ownership concentration, boardroom gender diversity and cultural values 

matter? A cross-country study’, Managerial auditing journal, 37(6), 742-765. DOI 

10.1108/MAJ-12-2021-3402. 

Abdallah, M. A. (2021). ‘Beyond Dichotomous Approach, Experts Method Compatibles With 

An Information System View For Developing A Valid Corporate Governance Index’, 

Journal of Corporate Governance Research, 5(1), 18-60. 

Abdel-Fattah, T. (2008). ‘Voluntary Disclosure Practices In Emerging Capital Markets: The 

Case Of Egypt’, PhD Thesis, Durham University. 

 Abdel-Razek, M. (2014). ‘The Association between Corporate Risk Disclosure and Firm 

Performance in Emerging Country – The Case of Egypt’, Journal of Empirical 

Studies, 1(3), 105-115. 

Abd-Elsalam, O. (1999). ‘The Introduction And Application Of Accounting Standards To 

Accounting Disclosure Regulation Of A Capital Market In A Developing Country: The 

Case Of Egypt’, PhD Thesis, Herriot-Watt University, Edinburgh, UK, Available At: 

Http://Www.Ros.Hw.Ac.UK/Handle/ (Accessed November 2019). 

Abdullah, M., Abdul Shukor, Z., Mohamed, Z. M., & Ahmad, A. (2015). ‘Risk Management 

Disclosure: A Study on the Effect of Voluntary Risk Management Disclosure toward 

Firm Value’, Journal of Applied Accounting Research, 16(3), 400-432. 

Abdullah, M., Z. Abdul Shukor and M. M. Rahmat (2017). ‘The Influences of Risk 

Management Committee and Audit Committee towards Voluntary Risk Management 

Disclosure’, Jurnal Pengurusan; 50, 83 – 95. 

Abraham, S., P. Cox, (2007).  ‘Analysing the Determinants of Narrative Risk Information in 

UK Ftse 100 Annual Reports’. The British Accounting Review, 39(3): 227–248. 

Abraham, S., Solomon, A., Stevenson, J., and Campus, C. (2007). ‘A Ranking of Risk 

Disclosure in UK Annual Reports’. Working Paper. School Of Accounting, Economic, 

And Statistics, Napier University, Edinburgh. 

 Abrahamson, E. And E. Amir (1996). ‘The Information Content of the President’s Letter to 

Shareholders’, Journal of Business Finance & Accounting, 23, 1157–1182. 

Abu-Tapanjeh, A.M. (2009). ‘Corporate Governance from the Islamic Perspective: A 

Comparative Analysis with OECD Principles’, Critical Perspectives on Accounting, 20 

(5), 556–567 

Achmad, T., Faisal, F. And Oktarina, M. (2017). ‘Factors Influencing Voluntary Corporate 

Risk Disclosure Practices by Indonesian Companies’, Corporate Ownership & Control, 

14(3-2), 286-292. 

Adhikari, A. And Tondkar, R.H. (1992). ‘Environmental Factors Influencing Accounting 

Disclosure Requirements Of Global Stock Exchanges’, Journal Of International 

Financial Management & Accounting, 4 (2), 75–105. 

Adelopo, I., K. Yekini, R. Maina, and Y. Wang (2021). Board Composition and Voluntary 

Risk Disclosure during Uncertainty. The International Journal of Accounting, 56 (2), 

DOI: 10.1142/S1094406021500050 

Aggarwal, R., & Kallapur, S. (2018). ‘Cognitive Risk Culture and Advanced Roles of Actors 

in Risk Governance: A Case Study’, The Journal of Risk Finance, 19(4), 327-342. 

Aguilera, R. V., Filatotchev, I., Gospel, H., & Jackson, G. (2008). ‘An Organizational 

Approach to Comparative Corporate Governance: Costs, Contingencies, and 

Complementarities’, Organization Science, 19, 475-492. 

http://www.ros.hw.ac.uk/handle/


303 

 

Agyemang, O. S., C. Gbettey, J. Gatsi and I. S. K. Acquah (2019). ‘Country-Level Corporate 

Governance and Foreign Direct Investment in Africa’, Corporate Governance, 19(5), 

1133-1152. 

Ajinkya, B., Bhojraj, S., & Sengupta, P. (2005). The Association Between Outside Directors, 

Institutional Investors and the Properties of Management Earnings Forecasts. Journal 

of Accounting Research, 43(3),  343–376. 

Akhtaruddin, M. (2005). ‘Corporate Mandatory Disclosure Practices In Bangladesh’, The 

International Journal Of Accounting, 2005, 40(4), 399-422. 

Al-Akra, M., Ali, M. J., & Marashdeh, O. (2009). ‘Development of Accounting Regulation in 

Jordan’ The International Journal of Accounting, 44(2), 163-186. 

Al-Bassam, W. & Ntim, C. (2017). ‘The Effect of Islamic Values on Voluntary Corporate 

Governance Disclosure: The Case of Saudi Listed Firms’, Journal of Islamic 

Accounting and Business Research, 8, 182-202. 

Al-Bassam, W. M., Ntim, C. G., Opong, K. K., & Downs, Y. (2018). ‘Corporate Boards and 

Ownership Structure as Antecedents of Corporate Governance Disclosure in Saudi 

Arabian Publicly Listed Corporations’. Business & Society, 57, 335-377. 

Al-Bassam, W., Ntim, C., Opong, K. & Downs, Y. (2017). ‘Corporate Boards and Ownership 

Structure As Antecedents of Corporate Governance Disclosure in Saudi Arabian 

Publicly Listed Corporations’, Business & Society. Advance Online Publication. Doi: 

10.1177/0007650315610611. 

Al-Hadi, A. K. (2015). ‘Three Essays On Market Risk Disclosures: Corporate Governance, 

Investment Efficiency and Implied Cost of Equity Capital: Evidence From Gulf 

Cooperation Council Countries (GCC)’, Unpublished Ph.D. Thesis, School Of 

Accounting, Curtin University. 

Alhejaili, M. (2018). ‘Mapping CSR in a Saudi Banking Context’, Un-Published Ph.D. Thesis, 

University Of Westminster, Http://Www.Westminster.Ac.UK/Westminster research.  

Aljifri, K., Alzarouni, A., Ng, C. And Tahir, M. I. (2014). ‘The Association between Firm 

Characteristics and Corporate Financial Disclosures: Evidence from UAE Companies’, 

International Journal of Business and Finance Research, 8 (2), 101–123. 

Allini, A., Manes Rossi, F. And Hussainey, K. (2016). ‘ The Board’s Role in Risk Disclosure: 

An Exploratory Study Of Italian Listed State-Owned Enterprises’, Public Money and 

Management, 36(2),113–120. 

Allini, A., Rossi, F. M., & Macchioni, R. (2014). ‘Do Corporate Governance Characteristics 

Affect Non-Financial Risk Disclosure In Government-Owned Companies? The Italian 

Experience’. Financial Reporting. 

Al-Maghzom, A (2016). ‘The Determinants and Consequences of Risk Disclosure in Saudi 

Banks’, Unpublished Ph.D. Thesis, University Of Gloucestershire. 

Al-Shammari, B. (2014). ‘Kuwait Corporate Characteristics and Level of Risk Disclosure: A 

Content Analysis Approach’, Journal of Contemporary Issues in Business Research, 3, 

(3), 128–153. 

Alzead, R. S. (2017). ‘The Determinants and Economic Consequences of Risk Disclosure: 

Evidence from Saudi Arabia’, Un-Published Ph.D. Thesis, Portsmouth Business 

School, University Of Portsmouth. 

AMF (2016). ‘Comparative Study: Corporate Governance Codes in 10 European Countries’, 

Autorité Des Marchés Financiers (AMF), Paris, France. 

Amor-Esteban, V., García-Sánchez, I. M., & Galindo-Villardón, M. P. (2018). ‘Analysing the 

Effect of Legal System on Corporate Social Responsibility (CSR) at the Country Level, 

From A Multivariate Perspective’, Social Indicators Research, 140(1), 435-452.  

http://www.westminster.ac.uk/Westminster%20research


304 

 

Amran, A., Bin, A. M. R., & Hassan, B. C. H. M. (2009). An Exploratory Study of Risk 

Management Disclosure in Malaysian Annual Reports. Managerial Auditing Journal, 

24(1), 39–57.  

Anderson, V. (2009). Research Methods in Human Resource Management (2nd Ed.).London: 

Chartered Institute Of Personnel and Development. 

Ansoff, I. (1965), Corporate Strategy, New York, NY: Mcgraw Hill. 

Archambault, J. J., and Archambault, M. E. (2003). ‘A Multinational Test Of Determinants of 

Corporate Disclosure’ The International Journal of Accounting, 38 (2), 173–194. 

Aribi, Z.A. And Gao, S.S. (2011). ‘Narrative Disclosure of Corporate Social Responsibility In 

Islamic Financial Institutions’, Managerial Auditing Journal, 27 (2), 199-222. 

Armitage, S., and Marston, C. (2007). Corporate Disclosure, Cost Of Capital And Reputation: 

Evidence From Finance Directors. The British Accounting Review, 40(4), 314-336. 

Aslan, H., & Kumar, P. (2014). ‘National Governance Bundles and Corporate Agency Costs: 

A Cross-Country Analysis’, Corporate Governance: An International Review, 22, 230-

251. 

Ball, R., Robin, A., & Wu, J. S. (2003). Incentives versus Standards: Properties of Accounting 

Income in Four East Asian Countries. Journal of Accounting and Economics, 36(1–3), 

235–270. 

Bamber, M. And Mcmeeking, K. (2010). ‘An Examination of Voluntary Financial Instruments 

Disclosures In Excess Of Mandatory Requirements by UK FTSE 100 Non-Financial 

Firms’, Journal Of Applied Accounting Research, 11(2), 133-153. 

Barakat, A., & Hussainey, K. (2013). Bank Governance, Regulation, Supervision, And Risk 

Reporting: Evidence From Operational Risk Disclosures In European Banks. 

International Review of Financial Analysis, 30, 254–273. 

Barako, G., Hancock, P., Izan Y. (2006). ‘Factors Influencing Voluntary Corporate Disclosure 

By Kenyan Companies’, Corporate Governance: An International Review, 14(2), 107–

125. 

Bassett, M., Koh, P., Tutticci, I. (2007). ‘The Association between Employee Stock Option 

Disclosures and Corporate Governance: Evidence from an Enhanced Disclosure 

Regime’, the British Accounting Review, 39 (4), 303-322. 

Baydoun, N., Maguire, W., Ryan, N. And Willett, R. (2012). ‘Corporate Governance in Five 

Arabian Gulf Countries’, Managerial Auditing Journal, 28 (1), 7-22. 

Beattie, V., Mcinnes, B., Fearnley, S. (2004). A Methodology For Analysing And Evaluating 

Narrative In Annual Reports: A Comprehensive Descriptive Profile And Metrics For 

Disclosure Quality Attributes. Accounting Forum, 28(3), 205-236. 

Beattie, V., Thomson S. J. (2007). ‘Lifting The Lid On The Use Of Content Analysis To 

Investigate Intellectual Capital Disclosures’, Journal Accounting Forum, 31(2), 129-

163.  

Beekes, W. A., & Brown, P. (2006). ‘Do Better-Governed Australian Firms Make More 

Informative Disclosures?’ Journal of Business Finance and Accounting, 33(3–4), 422–

450. 

Belkaoui, A. (2004). Accounting Theory (5th Edition), London: Thomson. 

Bell, A., Fairbrother, M., Jones, À K. (2019). ‘Fixed and Random Effects Models: Making an 

Informed Choice’, Quality & Quantity, 53, 1051–1074 

Ben Naceur, S. And Chiraz, L. (2009), ‘Middle East and North Africa Region: Financial Sector 

and Integration’, Resource, 5 (6.5),  5-7. 

Ben-Amar, W., & Chelli. (2018). What drives voluntary corporate water disclosures? The 

effect of country-level institutions. Business Strategy and the Environment, 27(8): 

1609–1622. 



305 

 

Beretta, S., & Bozzolan, S. (2004). A Framework for the Analysis of Firm Risk 

Communication. The International Journal of Accounting, 39(3), 265-288. 

Berger, T., and Gleißner, W. (2010). Risk Reporting And Risks Reported: A Study On German 

Hdax-Listed Companies 2000 To 2005. 5th International Conference on Money, 

Investment & Risk. 

Beyer, A., Cohen, D. A., Lys, T. Z., & Walther, B. R. (2010). The Financial Reporting 

Environment: Review of the Recent Literature. Journal of Accounting and Economics, 

50(2), 296–343. 

Bhimani, A. (2009). Editorial—Risk Management, Corporate Governance and Management 

Accounting: Emerging Interdependencies. Management Accounting Research, 20, 2–

5. 

Bishara, N.D. (2011). ‘Governance And Corruption Constraints In The Middle East: 

Overcoming The Business Ethics Glass Ceiling’, American Business Law Journal, 48 

(2):227–283. 

Blaikie, N. (1993). Approaches To Social Enquiry (1 St Edition), Cambridge: Polity Press. 

Bogdan, R. And Taylor, S.J. (1975), Introduction to Qualitative Research Methods: A 

Phenomenological Approach to the Social Sciences, New York: John Wiley & Sons, 

Inc. 

Bonetti, P., Magnan, M. L., & Parbonetti, A. (2016). The Influence of Country- And Firm-

Level Governance on Financial Reporting Quality: Revisiting the Evidence. Journal of 

Business Finance & Accounting, 43(9/10), 1059–1094. 

Botosan, C. A. (1997). Disclosure Level and the Cost of Equity Capital. Accounting Review, 

73(3), 323-349. 

Bozzolan, S. and A. Miihkinen (2021). The Quality of Mandatory Non-Financial (Risk) 

Disclosures: The Moderating Role of Audit Firm and Partner Characteristics. The 

International Journal of Accounting, 56(2). DOI: 10.1142/S1094406021500086. 

Botosan, C.A. (2004). ‘Discussion of a framework for the analysis of firm risk 

communication’, The International Journal of Accounting, 39 (3), 289-295. 

Braam, G. and Beest, V.F. (2013). ‘Conceptually-based financial reporting quality assessment. 

an empirical analysis on quality differences between UK annual reports and US 10-K 

Reports’, Journal of Modern Accounting and Auditing, 9 (10), 1281-1301. 

Branco, M. C., & Rodrigues, L. L. (2006). Corporate Social Responsibility and Resource based 

Perspectives. Journal of Business Ethics, 69, 111–132. 

Branco, M. C., & Rodrigues, L. L. (2008). ‘Factors Influencing Social Responsibility 

Disclosure by Portuguese Companies’. Journal of Business Ethics, 83(4), 685–701. 

Breton, G., Taffler, R. (2001). ‘Accounting Information and Analyst Stock Recommendation 

Decisions: A Content Analysis Approach’, Accounting And Business Research, 31, 91-

101. 

Brown, I., Steen, A., & Foreman, J. (2009). ‘Risk Management in Corporate Governance: A 

Review and Proposal’, Corporate Governance: An International Review, 17(5), 546–

558. 

Bryman, A. (2016). ‘Social Research Methods’, Oxford University Press, UK. 

Bryman, A. And Bell, E. (2007), ‘Business Research Methods’ (2nd Edition), Oxford: Oxford 

University Press. 

Buhr, N. (1998). ‘Environmental Performance, Legislation and Annual Report Disclosure: The 

Case of Acid Rain and Falconbridge’, Accounting, Auditing, and Accountability 

Journal, 11(2): 163-190. 

Burgstahler, D. C., Hail, L., & Leuz, C. (2006). ‘The Importance of Reporting Incentives: 

Earnings Management in European Private and Public Firms’. The Accounting Review, 

81(5), 983–1016. 



306 

 

Burrell, G. And Morgan, G. (1979). ‘Sociological Paradigms and Organisational Analysis: 

Elements of the Sociology of Corporate Life’, Aldershot, England: Gower Publishing 

Company Limited. 

Bushman, R. M. & Smith, A. J. (2001). Financial Accounting Information and Corporate 

Governance. Journal of Accounting and Economics, 32(1-3), 237–333. 

Cabedo, J. D., & Tirado, J. M. (2004). ‘The Disclosure of Risk in Financial Statements’, 

Accounting Forum, 28 (2), 181-200 

Cascino, S., Pugliese, A., Mussolino, D., & Sansone, C. (2010). ‘The Influence of Family 

Ownership on the Quality of Accounting Information’. Family Business Review, 23(3), 

216–229. 

Chandler, D., & Hwang, H. (2015). ‘Learning From Learning Theory: A Model of 

Organizational Adoption Strategies at the Micro Foundations of Institutional Theory’, 

Journal of Management, 41, 1446-1476. 

Chan-Serafin, S., Brief, A. P., & George, J. M. (2013). ‘Perspective—How Does Religion 

Matter And Why? Religion and the Organizational Sciences’, Organization Science, 

24, 1585-1600. 

Chau, G.K. And Gray, S.J. (2002). ‘Ownership Structure and Corporate Voluntary Disclosure 

in Hong Kong and Singapore’. The International Journal of Accounting, 37: 247-265. 

Chen, H., and Gao, Z. (2010). Value-At-Risk Disclosure and Cost of Equity Capital. Global 

Economy and Finance Journal. 3(2), 61-75. 

Chen, J.C, and Roberts, R.W. (2010). ‘Toward a More Coherent Understanding of 

the Organisation—Society Relationship: A Theoretical Consideration for Social And 

Environmental Accounting Research’, Journal of Business Ethics, 97, 651-665.  

Chen, S., Chen, X., & Cheng, Q. (2008). ‘Do Family Firms Provide More Or Less Voluntary 

Disclosure?’ Journal of Accounting Research, 46(3), 499–536. 

Cho, C. And Patten, D. (2007). ‘The Role Environmental Disclosures as Tools of Legitimacy: 

A Research Note’, Accounting, Organizations and Society, 32(7/8): 639- 647. 

Cho, C., Roberts, R., & Patten, D. (2010). ‘The language of US corporate environmental 

disclosure’,  Accounting, Organizations and Society, 35: 431–443. 

Christopher, J. (2010). ‘Corporate Governance: A Multi-Theoretical Approach to Recognizing 

the Wider Influencing Forces Impacting On Organizations’, Critical Perspectives on 

Accounting, 21, 683-695 

Clarkson, M.B.E. (1995). ‘A Stakeholder Framework for Analysing and Evaluating Corporate 

Social Performance’, Academy of Management Review, 20(1), 92-117. 

Collis, J, Hussy, R. (2014). ‘Business Research: A Practical Guide for Undergraduate and 

Postgraduate Students’, 4th Ed. London: Palgrave Macmillan.  

Connelly, B.L., Certo, S.T., Ireland, R.D. And Reutzel, C.R. (2011). ‘Signalling Theory: A 

Review and Assessment’, Journal of Management, 37 (1), 39-67. 

Cordazzo, M., M. Papa and P. Rossi, (2017), ‘The Interaction between Mandatory and 

Voluntary Risk Disclosure: A Comparative Study’, Managerial Auditing Journal, 32 

(7), 682-714 

Core, J.E. (2001). ‘A review of the empirical disclosure literature: discussion’, Journal of 

Accounting and Economics, 31(1), 441-456. 

Cormier, D. and Gordon, I.M. (2001). ‘An examination of social and environmental reporting 

strategies’, Accounting, Auditing & Accountability Journal, 14(5), pp. 587–617. 

Available at: https://doi.org/10.1108/EUM0000000006264. 

Crescent Enterprises (2016). ‘Corporate Governance for Competitiveness in the Middle East 

And North Africa: Report for the World Economic Forum’s MENA Regional Business 

Council’. © January 2016 Crescent Enterprises Limited, Alissa Amico and the Pearl 

Initiative. 

https://doi.org/10.1108/EUM0000000006264


307 

 

Creswell, J.W. and Creswell, J.D. (2018). ‘Research design: qualitative, quantitative, and 

mixed methods approaches (Fifth edition)’. Los Angeles: SAGE. 

Cumming, D., Hou, W. and Wu, E. (2017) ‘The value of home-country governance for cross-

listed stocks’, The European Journal of Finance, 23(7–9), pp. 674–706. Available at: 

https://doi.org/10.1080/1351847X.2014.917120. 

Dahlerup, D. (2006). ‘The story of the theory of critical mass’, Politics & Gender, 2(04). 

Available at: https://doi.org/10.1017/S1743923X0624114X. 

Dam, L. and Scholtens, B. (2012). ‘Does ownership type matter for corporate social 

responsibility? : ownership and csr’, Corporate Governance: An International Review, 

20(3), pp. 233–252. Available at: https://doi.org/10.1111/j.1467-8683.2011.00907.x. 

Darnall, N., Henriques, I. and Sadorsky, P. (2010). ‘Adopting proactive environmental 

strategy: the influence of stakeholders and firm size: environmental strategy, 

stakeholders, and size’, Journal of Management Studies, 47(6), pp. 1072–1094. 

Available at: https://doi.org/10.1111/j.1467-6486.2009.00873.x. 

D’Amico, E. et al. (2016). ‘Factors influencing corporate environmental disclosure: factors 

influencing corporate environmental disclosure’, Business Strategy and the 

Environment, 25(3), pp. 178–192. Available at: https://doi.org/10.1002/bse.1865. 

de Villiers, C. and van Staden, C.J. (2006). ‘Can less environmental disclosure have a 

legitimising effect? Evidence from Africa’, Accounting, Organizations and Society, 

31(8), pp. 763–781. Available at: https://doi.org/10.1016/j.aos.2006.03.001. 

Deegan, C. and Unerman, J. (2011a). ‘Financial accounting theory (2nd European Edition)’, 

London New York, NY: McGraw-Hill. 

Deegan, C. and Unerman, J. (2011b) Financial accounting theory. 2nd European Edition. 

London New York, NY: McGraw-Hill. 

Deegan, C. (2002). ‘Introduction: The legitimising effect of social and environmental 

disclosures – a theoretical foundation’, Accounting, Auditing & Accountability Journal, 

15(3), pp. 282–311. Available at: https://doi.org/10.1108/09513570210435852. 

Hoque, Z. (ed.) (2006) Methodological issues in accounting research: theories, methods and 

issues. London: Spiramus Press. 

Deegan, C. and Rankin, M. (1996). ‘Do Australian companies report environmental news 

objectively?: An analysis of environmental disclosures by firms prosecuted 

successfully by the Environmental Protection Authority’, Accounting, Auditing & 

Accountability Journal, 9(2), pp. 50–67. Available at: 

https://doi.org/10.1108/09513579610116358. 

DeFond, M., Hung, M. and Trezevant, R. (2007). ‘Investor protection and the information 

content of annual earnings announcements: International evidence’, Journal of 

Accounting and Economics, 43(1), pp. 37–67. Available at: 

https://doi.org/10.1016/j.jacceco.2006.09.001. 

Derouiche, I., Manita, R. and Muessig, A. (2021) ‘Risk disclosure and firm operational 

efficiency’, Annals of Operations Research, 297(1–2), pp. 115–145. Available at: 

https://doi.org/10.1007/s10479-020-03520-z. 

Deumes, R. and Knechel, W.R. (2008) ‘Economic incentives for voluntary reporting on 

internal risk management and control systems’, AUDITING: A Journal of Practice & 

Theory, 27(1), pp. 35–66. Available at: https://doi.org/10.2308/aud.2008.27.1.35. 

Dicuonzo, G., Fusco, A. and Dell’Atti, V. (2017) ‘Financial risk disclosure: evidence from 

albanian and italian companies’, KnE Social Sciences, 1(2), p. 182. Available at: 

https://doi.org/10.18502/kss.v1i2.656. 

DiMaggio, P.J. and Powell, W.W. (1983) ‘The iron cage revisited: institutional isomorphism 

and collective rationality in organizational fields’, American Sociological Review, 

48(2), p. 147. Available at: https://doi.org/10.2307/2095101. 

https://doi.org/10.1080/1351847X.2014.917120
https://doi.org/10.1017/S1743923X0624114X
https://doi.org/10.1111/j.1467-8683.2011.00907.x
https://doi.org/10.1111/j.1467-6486.2009.00873.x
https://doi.org/10.1016/j.aos.2006.03.001
https://doi.org/10.1108/09513570210435852
https://doi.org/10.1108/09513579610116358
https://doi.org/10.2307/2095101


308 

 

Dittmar, R.F. and Lundblad, C.T. (2017) ‘Firm characteristics, consumption risk, and firm-

level risk exposures’, Journal of Financial Economics, 125(2), 326-343. SSRN 

Electronic Journal [Preprint]. Available at: https://doi.org/10.2139/ssrn.2517538. 

Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004; 

OJ L 390, 31.12.2004, p. 38–57. 

Dobija, D. et al. (2022) ‘Critical mass and voice: Board gender diversity and financial reporting 

quality’, European Management Journal, 40(1), pp. 29–44. Available at: 

https://doi.org/10.1016/j.emj.2021.02.005. 

Dobler, M. (2008) ‘Incentives for risk reporting — A discretionary disclosure and cheap talk 

approach’, The International Journal of Accounting, 43(2), pp. 184–206. Available at: 

https://doi.org/10.1016/j.intacc.2008.04.005. 

Dobler, M., Lajili, K. and Zéghal, D. (2011) ‘Attributes of corporate risk disclosure: an 

international investigation in the manufacturing sector’, Journal of International 

Accounting Research, 10(2), pp. 1–22. Available at: https://doi.org/10.2308/jiar-10081. 

Donaldson, T. and Preston, L.E. (1995) ‘The stakeholder theory of the corporation: concepts, 

evidence, and implications’, The Academy of Management Review, 20(1), p. 65. 

Available at: https://doi.org/10.2307/258887. 

Dong, M. and Stettler, A. (2011) ‘Estimating firm-level and country-level effects in cross-

sectional analyses: An application of hierarchical modeling in corporate disclosure 

studies’, The International Journal of Accounting, 46(3), pp. 271–303. Available at: 

https://doi.org/10.1016/j.intacc.2011.07.002. 

Donnelly, R. and Mulcahy, M. (2008) ‘Board structure, ownership, and voluntary disclosure 

in ireland’, Corporate Governance: An International Review, 16(5), pp. 416–429. 

Available at: https://doi.org/10.1111/j.1467-8683.2008.00692.x. 

Dunne, T. ., Helliar, C., Power, D., Mallin, C., Ow-Yong, K. & Moir, L. (2004) ‘The 

introduction of derivatives reporting in the uk: a content analysis of frs 13 disclosures’, 

Journal of Derivatives Accounting, 01(02), pp. 205–219. Available at: 

https://doi.org/10.1142/S0219868104000166. 

Domínguez Rodríguez, L. and Noguera Gámez, L.C. (2014) ‘Corporate reporting on risks: 

Evidence from Spanish companies’, Revista de Contabilidad, 17(2), pp. 116–129. 

Available at: https://doi.org/10.1016/j.rcsar.2013.10.002. 

Dye, R.A. (1985). ‘Strategic accounting choice and the effects of alternative financial reporting 

requirements’, Journal of Accounting Research, 23(2), p. 544. Available at: 

https://doi.org/10.2307/2490826. 

Easterby-Smith, M., Thorpe, R. and Jackson, P. (2012). ‘Management research (4th ed)’, Los 

Angeles: SAGE. 

Eccles, R.G. (ed.) (2001) The ValueReporting revolution: moving beyond the earnings game. 

New York: Wiley. 

Elamer, A.A, C. G. Ntim, H. A. Abdou, A. Mansour Zalata & M. Elmagrhi (2019). ‘The impact 

of multi-layer governance on bank risk disclosure in emerging markets: the case of 

Middle East and North Africa’, Accounting Forum, 43(2), pp. 246–281. Available at: 

https://doi.org/10.1080/01559982.2019.1576577. 

Edkins, A. (2009). ‘Risk Disclosure and Re-establishing Legitimacy in the Event of a Crisis - 

Did Northern Rock Use Risk Disclosure to Repair Legitimacy after their 2007 

Collapse?’, Working Paper. Department of Management Studies, University of York. 

Elamer, A.A., Ntim, C.G. and Abdou, H.A. (2020) ‘Islamic governance, national governance, 

and bank risk management and disclosure in mena countries’, Business & Society, 

59(5), pp. 914–955. Available at: https://doi.org/10.1177/0007650317746108. 

Elamer, A.A., Alhares, A., Ntim, C., Benyazid, I. (2018). ‘The corporate governance–risk-

taking nexus: evidence from insurance companies’, International Journal of Ethics and 

https://doi.org/10.2139/ssrn.2517538
https://doi.org/10.1016/j.emj.2021.02.005
https://doi.org/10.1016/j.intacc.2008.04.005
https://doi.org/10.2308/jiar-10081
https://doi.org/10.2307/258887
https://doi.org/10.1177/0007650317746108


309 

 

Systems, 34(4), pp. 493–509. Available at: https://doi.org/10.1108/IJOES-07-2018-

0103. 

Elghuweel, M.I. et al. (2017). ‘Corporate governance, Islamic governance and earnings 

management in Oman: A new empirical insights from a behavioural theoretical 

framework’, Journal of Accounting in Emerging Economies, 7(2), pp. 190–224. 

Available at: https://doi.org/10.1108/JAEE-09-2015-0064. 

Elkatawneh, H.H. (2016) ‘Comparing qualitative and quantitative approaches’, SSRN 

Electronic Journal [Preprint]. Available at: https://doi.org/10.2139/ssrn.2742779. 

Elmagrhi, M.H., Ntim, C.G. and Wang, Y. (2016) ‘Antecedents of voluntary corporate 

governance disclosure: a post-2007/08 financial crisis evidence from the influential UK 

Combined Code’, Corporate Governance, 16(3), pp. 507–538. Available at: 

https://doi.org/10.1108/CG-01-2016-0006. 

Elshandidy, T. M. (2011). ‘Risk Reporting Incentives: A Cross-Country Study’, Unpublished 

Phd Thesis, University Of Stirling, The UK.  

Elshandidy, T., Fraser, I. and Hussainey, K. (2013) ‘Aggregated, voluntary, and mandatory 

risk disclosure incentives: Evidence from UK FTSE all-share companies’, International 

Review of Financial Analysis, 30, pp. 320–333. Available at: 

https://doi.org/10.1016/j.irfa.2013.07.010. 

Elshandidy, T., Fraser, I. and Hussainey, K. (2015) ‘What drives mandatory and voluntary risk 

reporting variations across Germany, UK and US?’, The British Accounting Review, 

47(4), pp. 376–394. Available at: https://doi.org/10.1016/j.bar.2014.06.001. 

Elshandidy, T. and Neri, L. (2015) ‘Corporate governance, risk disclosure practices, and 

market liquidity: comparative evidence from the uk and italy: corporate governance and 

risk disclosures’, Corporate Governance: An International Review, 23(4), pp. 331–356. 

Available at: https://doi.org/10.1111/corg.12095. 

Elshandidy, T., Neri, L. and Guo, Y. (2018) ‘Determinants and impacts of risk disclosure 

quality: evidence from china’, SSRN Electronic Journal [Preprint]. Available at: 

https://doi.org/10.2139/ssrn.3206228. 

Elzahar, H. and Hussainey, K. (2012) ‘Determinants of narrative risk disclosures in UK interim 

reports’, The Journal of Risk Finance, 13(2), pp. 133–147. Available at: 

https://doi.org/10.1108/15265941211203189. 

Embong, Z., Mohd‐Saleh, N. and Sabri Hassan, M. (2012) ‘Firm size, disclosure and cost of 

equity capital’, Asian Review of Accounting, 20(2), pp. 119–139. Available at: 

https://doi.org/10.1108/13217341211242178. 

Eng, L. L., & Mac, Y. T. (2003). ‘Corporate Governance and Voluntary Disclosure’, Journal 

of Accounting and Public Policy, 22(4), 325-345. Available at: 

http://dx.doi.org/10.1016/S0278-4254(03)00037-1. 

Epstein, M. J., & Rejc, A. (2006). ‘Management Accounting Guideline: The Reporting Of 

Organizational Risks for Internal and External Decision Making’, The Society of 

Management Accountants of Canada (CMA-Canada). 

Erkens D. H., M. Hung, P. Matos (2012). ‘Corporate Governance in the 2007–2008 Financial 

Crisis: Evidence from Financial Institutions Worldwide’, Journal Of Corporate 

Finance (18), pp. 389-411. Available at:  

https://doi.org/10.1016/j.jcorpfin.2012.01.005. 

Ernstberger, J. and Grüning, M. (2013) ‘How do firm- and country-level governance 

mechanisms affect firms’ disclosure?’, Journal of Accounting and Public Policy, 32(3), 

pp. 50–67. Available at: https://doi.org/10.1016/j.jaccpubpol.2013.02.003. 

Espinosa, M. and Trombetta, M. (2007) ‘Disclosure interactions and the cost of equity capital: 

evidence from the spanish continuous market: disclosure and the cost of equity capital’, 

https://doi.org/10.1108/IJOES-07-2018-0103
https://doi.org/10.1108/IJOES-07-2018-0103
https://doi.org/10.1108/JAEE-09-2015-0064
https://doi.org/10.1108/CG-01-2016-0006
https://doi.org/10.1016/j.irfa.2013.07.010
https://doi.org/10.1016/j.bar.2014.06.001
https://doi.org/10.1111/corg.12095
https://doi.org/10.2139/ssrn.3206228
https://doi.org/10.1108/15265941211203189
https://doi.org/10.1108/13217341211242178
http://dx.doi.org/10.1016/S0278-4254(03)00037-1
https://doi.org/10.1016/j.jcorpfin.2012.01.005
https://doi.org/10.1016/j.jaccpubpol.2013.02.003


310 

 

Journal of Business Finance & Accounting, 34(9–10), pp. 1371–1392. Available at: 

https://doi.org/10.1111/j.1468-5957.2007.02064.x. 

Essen, M., Engelen, P.-J. and Carney, M. (2013) ‘Does “good” corporate governance help in a 

crisis? The impact of country- and firm-level governance mechanisms in the european 

financial crisis: does “good” corporate governance help in a crisis?’, Corporate 

Governance: An International Review, 21(3), pp. 201–224. Available at: 

https://doi.org/10.1111/corg.12010. 

European Movement International, ‘The Consequences of A British Exit From the European 

Union’, WWW.Europeanmovement.Eu. 

Fama, E.F. and Jensen, M.C. (1983) ‘Separation of ownership and control’, The Journal of 

Law and Economics, 26(2), pp. 301–325. Available at: https://doi.org/10.1086/467037. 

Farook, S., Kabir Hassan, M. and Lanis, R. (2011) ‘Determinants of corporate social 

responsibility disclosure: the case of Islamic banks’, Journal of Islamic Accounting and 

Business Research, 2(2), pp. 114–141. Available at: 

https://doi.org/10.1108/17590811111170539. 

Farrell, J. and Gibbons, R. (1989) ‘Cheap talk can matter in bargaining’, Journal of Economic 

Theory, 48(1), pp. 221–237. Available at: https://doi.org/10.1016/0022-

0531(89)90125-7. 

Field, A. (2009). ‘Discovering Statistics Using SPSS (3rd Edition)’, Sage Publications Ltd., 

London. 

Forker, J.J. (1992) ‘Corporate governance and disclosure quality’, Accounting and Business 

Research, 22(86), pp. 111–124. Available at: 

https://doi.org/10.1080/00014788.1992.9729426. 

Foster, D. and Jonker, J. (2005) ‘Stakeholder relationships: the dialogue of engagement’, 

Corporate Governance: The international journal of business in society, 5(5), pp. 51–

57. Available at: https://doi.org/10.1108/14720700510630059. 

Francis, B. et al. (2015) ‘Gender differences in financial reporting decision making: evidence 

from accounting conservatism’, Contemporary Accounting Research, 32(3), pp. 1285–

1318. Available at: https://doi.org/10.1111/1911-3846.12098. 

Freeman, R.E. and Reed, D.L. (1983) ‘Stockholders and stakeholders: a new perspective on 

corporate governance’, California Management Review, 25(3), pp. 88–106. Available 

at: https://doi.org/10.2307/41165018. 

Freeman, R.E. (1984). ‘Strategic management: a stakeholder approach’, Boston: Pitman 

(Pitman series in business and public policy). 

Freeman, R.E. (1994) ‘The politics of stakeholder theory: some future directions’, Business 

Ethics Quarterly, 4(4), pp. 409–421. Available at: https://doi.org/10.2307/3857340. 

Friedman, A.L. and Miles, S. (2002) ‘Developing stakeholder theory’, Journal of Management 

Studies, 39(1), pp. 1–21. Available at: https://doi.org/10.1111/1467-6486.00280. 

Garefalakis, A., Sariannidis, N. and Lemonakis, C. (2020) ‘Operational elements of Narrative 

Disclosure Information (Ndi) in a geographical context’, Annals of Operations 

Research, 294(1–2), pp. 123–149. Available at: https://doi.org/10.1007/s10479-018-

3075-9. 

Mohd Ghazali, N.A. (2007) ‘Ownership structure and corporate social responsibility 

disclosure: some Malaysian evidence’, Corporate Governance: The international 

journal of business in society, 7(3), pp. 251–266. Available at: 

https://doi.org/10.1108/14720700710756535. 

Gietzmann, M. and Ireland, J. (2005) ‘Cost of capital, strategic disclosures and accounting 

choice’, Journal of Business Finance <html_ent glyph="@amp;" ascii="&amp;"/> 

Accounting, 32(3–4), pp. 599–634. Available at: https://doi.org/10.1111/j.0306-

686X.2005.00606.x. 

https://doi.org/10.1111/j.1468-5957.2007.02064.x
https://doi.org/10.1111/corg.12010
http://www.europeanmovement.eu/
https://doi.org/10.1086/467037
https://doi.org/10.1108/17590811111170539
https://doi.org/10.1016/0022-0531(89)90125-7
https://doi.org/10.1016/0022-0531(89)90125-7
https://doi.org/10.1080/00014788.1992.9729426
https://doi.org/10.1108/14720700510630059
https://doi.org/10.1111/1911-3846.12098
https://doi.org/10.2307/41165018
https://doi.org/10.2307/3857340
https://doi.org/10.1111/1467-6486.00280
https://doi.org/10.1007/s10479-018-3075-9
https://doi.org/10.1007/s10479-018-3075-9
https://doi.org/10.1108/14720700710756535
https://doi.org/10.1111/j.0306-686X.2005.00606.x
https://doi.org/10.1111/j.0306-686X.2005.00606.x


311 

 

Gill, J. and Johnson, P. (2002). ‘Research methods for managers (3rd ed)’, London ; Thousand 

Oaks, Calif: Sage Publications. 

Gompers, P., Ishii, J. and Metrick, A. (2003) ‘Corporate governance and equity prices’, The 

Quarterly Journal of Economics, 118(1), pp. 107–156. Available at: 

https://doi.org/10.1162/00335530360535162. 

Goodrich, P.S., 1986. Cross-national financial accounting linkages: An empirical political 

analysis. British Accounting Review, 18(1), pp.42-60. 

Gray, R., Kouhy, R. and Lavers, S. (1995a) ‘Constructing a research database of social and 

environmental reporting by UK companies’, Accounting, Auditing & Accountability 

Journal, 8(2), pp. 78–101. Available at: https://doi.org/10.1108/09513579510086812. 

Gray, R., Kouhy, R. and Lavers, S. (1995b) ‘Corporate social and environmental reporting: a 

review of the literature and a longitudinal study of UK disclosure’, Accounting, 

Auditing & Accountability Journal, 8(2), pp. 47–77. Available at: 

https://doi.org/10.1108/09513579510146996. 

Gray, R., Owen, D. and Adams, C. (1996) Accounting & accountability: changes and 

challenges in corporate social and environmental reporting. London: Prentice Hall. 

Gray, R., Owen, D. and Maunders, K. (1988) ‘Corporate social reporting: emerging trends in 

accountability and the social contract’, Accounting, Auditing & Accountability Journal, 

1(1), pp. 6–20. Available at: https://doi.org/10.1108/EUM0000000004617. 

Gray, R., Owen, D.L, and Maunders, Kt. (1991). ‘Accountability, Corporate Social Reporting 

and the External Social Audits’, Advances in Public Interest Accounting, (4), pp. 1-21. 

Greco, G. (2012) ‘The management’s reaction to new mandatory risk disclosure: A 

longitudinal study on Italian listed companies’, Corporate Communications: An 

International Journal, 17(2), pp. 113–137. Available at: 

https://doi.org/10.1108/13563281211220256. 

Grimminger, A. And B. Di Benedetta (2013).’Raising The Bar On Corporate Governance: A 

Study Of Eight Stock Exchange Indices’, A Co-Publication Of The World Bank And 

The International Finance Corporation (IFC), ©2013 The International Bank For 

Reconstruction And Development/The World Bank, pp. 1-43 

Grossman, S.J. (1981) ‘The informational role of warranties and private disclosure about 

product quality’, The Journal of Law and Economics, 24(3), pp. 461–483. Available at: 

https://doi.org/10.1086/466995. 

Gul, F.A. and Leung, S. (2004) ‘Board leadership, outside directors’ expertise and voluntary 

corporate disclosures’, Journal of Accounting and Public Policy, 23(5), pp. 351–379. 

Available at: https://doi.org/10.1016/j.jaccpubpol.2004.07.001. 

Guthrie, J. and Parker, L.D. (1989) ‘Corporate social reporting: a rebuttal of legitimacy theory’, 

Accounting and Business Research, 19(76), pp. 343–352. Available at: 

https://doi.org/10.1080/00014788.1989.9728863. 

Hail, L. (2002) ‘The impact of voluntary corporate disclosures on the ex-ante cost of capital 

for Swiss firms’, European Accounting Review, 11(4), pp. 741–773. Available at: 

https://doi.org/10.1080/0963818022000001109. 

Haniffa, R. (2001). ‘Social Responsibility Disclosure: An Islamic Perspective’, Discussion 

Paper in Accounting and Finance, University Of Exeter, Exeter. 

Haniffa, R.M. and Cooke, T.E. (2002) ‘Culture, corporate governance and disclosure in 

malaysian corporations’, Abacus, 38(3), pp. 317–349. Available at: 

https://doi.org/10.1111/1467-6281.00112. 

Haniffa, R. and Hudaib, M. (2007) ‘Exploring the ethical identity of islamic banks via 

communication in annual reports’, Journal of Business Ethics, 76(1), pp. 97–116. 

Available at: https://doi.org/10.1007/s10551-006-9272-5. 

https://doi.org/10.1162/00335530360535162
https://doi.org/10.1108/09513579510086812
https://doi.org/10.1108/09513579510146996
https://doi.org/10.1108/EUM0000000004617
https://doi.org/10.1108/13563281211220256
https://doi.org/10.1086/466995
https://doi.org/10.1016/j.jaccpubpol.2004.07.001
https://doi.org/10.1080/00014788.1989.9728863
https://doi.org/10.1080/0963818022000001109
https://doi.org/10.1111/1467-6281.00112
https://doi.org/10.1007/s10551-006-9272-5


312 

 

Haniffa, R.M. and Cooke, T.E. (2005) ‘The impact of culture and governance on corporate 

social reporting’, Journal of Accounting and Public Policy, 24(5), pp. 391–430. 

Available at: https://doi.org/10.1016/j.jaccpubpol.2005.06.001. 

Hao, Y. and Dong, B. (2022) ‘Determinants and consequences of risk disclosure: evidence 

from chinese stock markets during the covid-19 pandemic’, Emerging Markets Finance 

and Trade, 58(1), pp. 35–55. Available at: 

https://doi.org/10.1080/1540496X.2021.1964468. 

Haque, F. (2019) ‘Ownership, regulation and bank risk-taking: evidence from the Middle East 

and North Africa (Mena) region’, Corporate Governance: The International Journal of 

Business in Society, 19(1), pp. 23–43. Available at: https://doi.org/10.1108/CG-07-

2017-0135. 

Haque, F. and Ntim, C.G. (2018) ‘Environmental policy, sustainable development, governance 

mechanisms and environmental performance: environmental policy, corporate 

governance and environmental performance’, Business Strategy and the Environment, 

27(3), pp. 415–435. Available at: https://doi.org/10.1002/bse.2007. 

Hassan, O. and Marston, C.L. (2010) ‘Disclosure measurement in the empirical accounting 

literature - a review article’, SSRN Electronic Journal [Preprint]. Available at: 

https://doi.org/10.2139/ssrn.1640598. 

Hassan, K. M. (2008) ‘The development of accounting regulations in egypt: legitimating the 

international accounting standards’, Managerial Auditing Journal, 23(5), pp. 467–484. 

Available at: https://doi.org/10.1108/02686900810875299. 

Hassan, K. M. (2009) ‘UAE corporations‐specific characteristics and level of risk disclosure’, 

Managerial Auditing Journal, 24(7), pp. 668–687. Available at: 

https://doi.org/10.1108/02686900910975378. 

Hassan, O.A.G. et al. (2009) ‘The value relevance of disclosure: Evidence from the emerging 

capital market of Egypt’, The International Journal of Accounting, 44(1), pp. 79–102. 

Available at: https://doi.org/10.1016/j.intacc.2008.12.005. 

Hassan, S. and Christopher, T. (2005) ‘Corporate governance statement disclosure of 

Malaysian banks and the role of Islam’, Asian Review of Accounting, 13(2), pp. 36–50. 

Available at: https://doi.org/10.1108/eb060786. 

Healy, P.M. and Palepu, K.G. (2001) ‘Information asymmetry, corporate disclosure, and the 

capital markets: A review of the empirical disclosure literature’, Journal of Accounting 

and Economics, 31(1–3), pp. 405–440. Available at: https://doi.org/10.1016/S0165-

4101(01)00018-0. 

Heidenhof, G. (2014), ‘Strengthening Governance and Institutions in Mena: Issues and 

Priorities’, Mena Knowledge and Learning Quick Notes Series; No. 114. World Bank, 

Washington, Dc.Available at: Https://Openknowledge.Worldbank.Org/Handle/10986/. 

Henriques, I. and Sadorsky, P. (2008) ‘Voluntary environmental programs: a canadian 

perspective’, Policy Studies Journal, 36(1), pp. 143–166. Available at: 

https://doi.org/10.1111/j.1541-0072.2007.00257.x. 

Hill, C.W.L. and Jones, T.M. (1992) ‘Stakeholder-agency theory’, Journal of Management 

Studies, 29(2), pp. 131–154. Available at: https://doi.org/10.1111/j.1467-

6486.1992.tb00657.x. 

Hillman, A.J., Withers, M.C. and Collins, B.J. (2009) ‘Resource dependence theory: a review’, 

Journal of Management, 35(6), pp. 1404–1427. Available at: 

https://doi.org/10.1177/0149206309343469. 

Ho, S. & Wong, K. S. (2001). ‘A Study Of The Relationship Between Corporate Governance 

Structure And The Extent Of Voluntary Disclosure’, Journal Of International 

Accounting, Auditing And Taxation, 10(2), pp. 139–156. Available at: 

https://doi.org/10.1016/S1061-9518(01)00041-6 

https://doi.org/10.1016/j.jaccpubpol.2005.06.001
https://doi.org/10.1080/1540496X.2021.1964468
https://doi.org/10.1108/CG-07-2017-0135
https://doi.org/10.1108/CG-07-2017-0135
https://doi.org/10.1002/bse.2007
https://doi.org/10.2139/ssrn.1640598
https://doi.org/10.1108/02686900810875299
https://doi.org/10.1108/02686900910975378
https://doi.org/10.1016/j.intacc.2008.12.005
https://doi.org/10.1108/eb060786
https://doi.org/10.1016/S0165-4101(01)00018-0
https://doi.org/10.1016/S0165-4101(01)00018-0
https://openknowledge.worldbank.org/handle/10986/
https://doi.org/10.1111/j.1541-0072.2007.00257.x
https://doi.org/10.1111/j.1467-6486.1992.tb00657.x
https://doi.org/10.1111/j.1467-6486.1992.tb00657.x
https://doi.org/10.1177/0149206309343469
https://doi.org/10.1016/S1061-9518(01)00041-6


313 

 

Holm, C. and Laursen, P.B. (2007) ‘Risk and Control Developments in Corporate Governance: 

changing the role of the external auditor?’, Corporate Governance: An International 

Review, 15(2), pp. 322–333. Available at: https://doi.org/10.1111/j.1467-

8683.2007.00563.x. 

Hope, O.-K. (2003) ‘Firm-level disclosures and the relative roles of culture and legal origin’, 

Journal of International Financial Management and Accounting, 14(3), pp. 218–248. 

Available at: https://doi.org/10.1111/1467-646X.00097. 

Hopper, T., & Powell, A. (1985). Making Sense Of Research Into the Organizational And 

Social Aspects of Management Accounting: A Review Of Its Underlying Assumptions. 

Journal of Management Studies, 22(5), 429-465. Available at: 

https://doi.org/10.1111/j.1467-6486.1985.tb00007.x 

Hopkins, P.E. (1996) ‘The effect of financial statement classification of hybrid financial 

instruments on financial analysts’ stock price judgments’, Journal of Accounting 

Research, 34, p. 33. Available at: https://doi.org/10.2307/2491424. 

Hossain, M., Tan, L.M. And Adams, M. (1994). ‘Voluntary Disclosure in an Emerging Capital 

Market: Some Empirical Evidence From Companies Listed On Kuala Lumpur Stock 

Exchange’, International Journal Of Accounting, 29 (4), pp.  334-351. 

Hughes, P.J. (1986) ‘Signalling by direct disclosure under asymmetric information’, Journal 

of Accounting and Economics, 8(2), pp. 119–142. Available at: 

https://doi.org/10.1016/0165-4101(86)90014-5. 

Huse, M., Nielsen, S.T. and Hagen, I.M. (2009) ‘Women and employee-elected board 

members, and their contributions to board control tasks’, Journal of Business Ethics, 

89(4), pp. 581–597. Available at: https://doi.org/10.1007/s10551-008-0018-4. 

Collis, J. and Hussey, R. (2014). ‘Business research: a practical guide for undergraduate & 

postgraduate students. Fourth edition. Basingstoke, Hampshire: Palgrave Macmillan. 

Hutchinson, M., Mack, J. and Plastow, K. (2015) ‘Who selects the “right” directors? An 

examination of the association between board selection, gender diversity and 

outcomes’, Accounting & Finance. Edited by G. Monroe, 55(4), pp. 1071–1103. 

Available at: https://doi.org/10.1111/acfi.12082. 

Ibrahim, A., Habbash, M. and Hussainey, K. (2019) ‘Corporate governance and risk disclosure: 

evidence from Saudi Arabia’, International Journal of Accounting, Auditing and 

Performance Evaluation, 15(1), p. 89. Available at: 

https://doi.org/10.1504/IJAAPE.2019.096748. 

Ibrahim, A.E.A. and Hussainey, K. (2019) ‘Developing the narrative risk disclosure 

measurement’, International Review of Financial Analysis, 64, pp. 126–144. Available 

at: https://doi.org/10.1016/j.irfa.2019.05.006. 

ICAEW. (1997). Financial Reporting of Risk: Proposals for a Statement of Business Risk. 

London: Institute of Chartered Accountants of England and Wales. 

ICAEW. (1999). No Surprises: The Case for Better Risk Reporting. London: Institute of 

Chartered Accountants of England and Wales  . 

ICAEW. (2002). No surprises: Working for Better Risk Reporting. London: The Institute of 

Chartered Accountants in England and Wales . 

ICAEW. (2011). Reporting business risks: Meeting expectations. London: Institute of 

Chartered Accountants of England and Wales. 

IFC (2015), ‘A Guide to Corporate Governance Practices In the European Union’, 

International Finance Corporation (IFC), Washington, USA. 

IFRS Foundation, 2017, ‘Use Of IFRS Standards by Jurisdiction’, Available at: www.ifrs.org. 

IFRS, (2019), ‘2019 Edition of IFRS in Your Pocket.’ Deloitte’s IAS Plus’, Available 

at:www.iasplus.com. 

https://doi.org/10.1111/j.1467-8683.2007.00563.x
https://doi.org/10.1111/j.1467-8683.2007.00563.x
https://doi.org/10.1111/1467-646X.00097
https://doi.org/10.1111/j.1467-6486.1985.tb00007.x
https://doi.org/10.2307/2491424
https://doi.org/10.1016/0165-4101(86)90014-5
https://doi.org/10.1007/s10551-008-0018-4
https://doi.org/10.1111/acfi.12082
https://doi.org/10.1504/IJAAPE.2019.096748
https://doi.org/10.1016/j.irfa.2019.05.006
http://www.ifrs.org/
http://www.iasplus.com/


314 

 

International Accounting Standards Board (IASB) (2010). IFRS Practice Statement: 

Management Commentary. London: IASCF. 

Institutional Shareholder Services Inc. (2013). ISS Governance Quick Score, Available at: 

http://issgovernance.Com/Files/Issgovernancequickscoretechdoc.Pdf. 

Ioannou, I. and Serafeim, G. (2022) ‘What drives corporate social performance? The role of 

nation-level institutions’, Journal of International Business Studies [Preprint]. 

Available at: https://doi.org/10.1057/s41267-022-00579-7. 

IS (2017). Introduction to Using NVivo Workbook. Available at: Is.Skills@Ed.Ac.UK. 

Ishak, S. and Md Yusof, M. ‘Atef (2020) ‘The formation of separate risk management 

committee and the effect on modified audit report’, Malaysian Management Journal 

[Preprint]. Available at: https://doi.org/10.32890/mmj.17.2013.8993. 

Isiaka, A.S. (2021) ‘Risk factor disclosures: a review and directions for future research*’, 

Accounting Perspectives, 20(4), pp. 583–615. Available at: 

https://doi.org/10.1111/1911-3838.12278. 

Jaggi, B. and Low, P.Y. (2000) ‘Impact of culture, market forces, and legal system on financial 

disclosures’, The International Journal of Accounting, 35(4), pp. 495–519. Available 

at: https://doi.org/10.1016/S0020-7063(00)00076-5. 

Jamali, D. (2008) ‘A stakeholder approach to corporate social responsibility: a fresh 

perspective into theory and practice’, Journal of Business Ethics, 82(1), pp. 213–231. 

Available at: https://doi.org/10.1007/s10551-007-9572-4. 

Jensen, M.C. (1993) ‘The modern industrial revolution, exit, and the failure of internal control 

systems’, The Journal of Finance, 48(3), pp. 831–880. Available at: 

https://doi.org/10.1111/j.1540-6261.1993.tb04022.x. 

Jensen, M.C. and Meckling, W.H. (1976) ‘Theory of the firm: Managerial behavior, agency 

costs and ownership structure’, Journal of Financial Economics, 3(4), pp. 305–360. 

Available at: https://doi.org/10.1016/0304-405X(76)90026-X. 

Jia, C. et al. (2009) ‘Fraud, enforcement action, and the role of corporate governance: evidence 

from china’, Journal of Business Ethics, 90(4), pp. 561–576. Available at: 

https://doi.org/10.1007/s10551-009-0061-9. 

Jia, J. (2019) ‘Does risk management committee gender diversity matter? A financial distress 

perspective’, Managerial Auditing Journal, 34(8), pp. 1050–1072. Available at: 

https://doi.org/10.1108/MAJ-05-2018-1874. 

Jia, J., Li, Z. and Munro, L. (2019) ‘Risk management committee and risk management 

disclosure: evidence from Australia’, Pacific Accounting Review, 31(3), pp. 438–461. 

Available at: https://doi.org/10.1108/PAR-11-2018-0097. 

Judge, W., Li, S. and Pinsker, R. (2010) ‘National adoption of international accounting 

standards: an institutional perspective: national adoption of ias’, Corporate 

Governance: An International Review, 18(3), pp. 161–174. Available at: 

https://doi.org/10.1111/j.1467-8683.2010.00798.x. 

Judge, W.Q., Douglas, T.J. and Kutan, A.M. (2008) ‘Institutional antecedents of corporate 

governance legitimacy’, Journal of Management, 34(4), pp. 765–785. Available at: 

https://doi.org/10.1177/0149206308318615. 

Karamanou, I. and Vafeas, N. (2005) ‘The association between corporate boards, audit 

committees, and management earnings forecasts: an empirical analysis’, Journal of 

Accounting Research, 43(3), pp. 453–486. Available at: https://doi.org/10.1111/j.1475-

679X.2005.00177.x. 

Kaufmann, D., Kraay, A. and Mastruzzi, M. (2011) ‘The worldwide governance indicators: 

methodology and analytical issues’, Hague Journal on the Rule of Law, 3(02), pp. 220–

246. Available at: https://doi.org/10.1017/S1876404511200046. 

 

http://issgovernance.com/Files/Issgovernancequickscoretechdoc.Pdf
https://doi.org/10.1057/s41267-022-00579-7
mailto:IS.skills@ed.ac.uk
https://doi.org/10.32890/mmj.17.2013.8993
https://doi.org/10.1111/1911-3838.12278
https://doi.org/10.1016/S0020-7063(00)00076-5
https://doi.org/10.1007/s10551-007-9572-4
https://doi.org/10.1111/j.1540-6261.1993.tb04022.x
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.1007/s10551-009-0061-9
https://doi.org/10.1108/MAJ-05-2018-1874
https://doi.org/10.1108/PAR-11-2018-0097
https://doi.org/10.1111/j.1467-8683.2010.00798.x
https://doi.org/10.1177/0149206308318615
https://doi.org/10.1111/j.1475-679X.2005.00177.x
https://doi.org/10.1111/j.1475-679X.2005.00177.x
https://doi.org/10.1017/S1876404511200046


315 

 

Khalil, A. and Maghraby, M. (2017) ‘The determinants of internet risk disclosure: empirical 

study of Egyptian listed companies’, Managerial Auditing Journal, 32(8), pp. 746–767. 

Available at: https://doi.org/10.1108/MAJ-04-2016-1370. 

Klapper, L.F. and Love, I. (2004) ‘Corporate governance, investor protection, and performance 

in emerging markets’, Journal of Corporate Finance, 10(5), pp. 703–728. Available at: 

https://doi.org/10.1016/S0929-1199(03)00046-4. 

Konishi, N. and Ali, Md.M. (2007) ‘Risk reporting of Japanese companies and its association 

with corporate characteristics’, International Journal of Accounting, Auditing and 

Performance Evaluation, 4(3), p. 263. Available at: 

https://doi.org/10.1504/IJAAPE.2007.016281. 

Kothari, S.P., Li, X. and Short, J.E. (2009) ‘The effect of disclosures by management, analysts, 

and business press on cost of capital, return volatility, and analyst forecasts: a study 

using content analysis’, The Accounting Review, 84(5), pp. 1639–1670. Available at: 

https://doi.org/10.2308/accr.2009.84.5.1639. 

Krippendorff, K. (2004) ‘Content analysis: an introduction to its methodology (2nd ed). 

Thousand Oaks, C.alif: Sage. 

Kurniawanto, H., Suhardjanto D. And Agustiningsih S. (2017), ‘Corporate Governance and 

Corporate Risk Disclosure: Empirical Evidence of Non-Financial Companies Listed In 

Indonesia Stock Exchange’, Review of Integrative Business and Economics Research, 

6(4), pp. 225-270. 

La Porta, R. et al. (2000) ‘Investor protection and corporate governance’, Journal of Financial 

Economics, 58(1–2), pp. 3–27. Available at: https://doi.org/10.1016/S0304-

405X(00)00065-9. 

Lajili, K. and Zéghal, D. (2009) ‘A content analysis of risk management disclosures in canadian 

annual reports’, Canadian Journal of Administrative Sciences / Revue Canadienne des 

Sciences de l’Administration, 22(2), pp. 125–142. Available at: 

https://doi.org/10.1111/j.1936-4490.2005.tb00714.x. 

La Porta, R.L., Lopez-de-Silanes, F. and Shleifer, A. (2008) ‘The economic consequences of 

legal origins’, Journal of Economic Literature, 46(2), pp. 285–332. Available at: 

https://doi.org/10.1257/jel.46.2.285. 

Langkos, S. (2014), ‘Chapter 3- Research Methodology: Data Collection Method and 

Research Tools’, M.Sc in Marketing Management, University of Derby. 

Leuz, C., Nanda, D. and Wysocki, P.D. (2003) ‘Earnings management and investor protection: 

an international comparison’, Journal of Financial Economics, 69(3), pp. 505–527. 

Available at: https://doi.org/10.1016/S0304-405X(03)00121-1. 

Leuz, C. and Wysocki, P.D. (2016) ‘The economics of disclosure and financial reporting 

regulation: evidence and suggestions for future research: disclosure and financial 

reporting regulation’, Journal of Accounting Research, 54(2), pp. 525–622. Available 

at: https://doi.org/10.1111/1475-679X.12115. 

Lim, S., Matolcsy, Z. and Chow, D. (2007) ‘The association between board composition and 

different types of voluntary disclosure’, European Accounting Review, 16(3), pp. 555–

583. Available at: https://doi.org/10.1080/09638180701507155. 

Lindblom, C.K. (1994). ‘the Implications of Organizational Legitimacy for Corporate Social 

Performance and Disclosure’, Working Paper, the Critical Perspectives on Accounting 

Conference, New York. 

Linsley, P.M. and Shrives, P.J. (2006) ‘Risk reporting: A study of risk disclosures in the annual 

reports of UK companies’, The British Accounting Review, 38(4), pp. 387–404. 

Available at: https://doi.org/10.1016/j.bar.2006.05.002. 

https://doi.org/10.1108/MAJ-04-2016-1370
https://doi.org/10.1016/S0929-1199(03)00046-4
https://doi.org/10.1504/IJAAPE.2007.016281
https://doi.org/10.2308/accr.2009.84.5.1639
https://doi.org/10.1016/S0304-405X(00)00065-9
https://doi.org/10.1016/S0304-405X(00)00065-9
https://doi.org/10.1111/j.1936-4490.2005.tb00714.x
https://doi.org/10.1257/jel.46.2.285
https://doi.org/10.1016/S0304-405X(03)00121-1
https://doi.org/10.1111/1475-679X.12115
https://doi.org/10.1080/09638180701507155
https://doi.org/10.1016/j.bar.2006.05.002


316 

 

Lopes, A.B. and de Alencar, R.C. (2010) ‘Disclosure and cost of equity capital in emerging 

markets: The Brazilian case’, The International Journal of Accounting, 45(4), pp. 443–

464. Available at: https://doi.org/10.1016/j.intacc.2010.09.003. 

Lopes, P.T. and Rodrigues, L.L. (2007) ‘Accounting for financial instruments: An analysis of 

the determinants of disclosure in the Portuguese stock exchange’, The International 

Journal of Accounting, 42(1), pp. 25–56. Available at: 

https://doi.org/10.1016/j.intacc.2006.12.002. 

Luo, Y. (2005) ‘Corporate governance and accountability in multinational enterprises: 

Concepts and agenda’, Journal of International Management, 11(1), pp. 1–18. 

Available at: https://doi.org/10.1016/j.intman.2004.11.001. 

Maali, B., Casson, P. and Napier, C. (2006) ‘Social reporting by islamic banks’, Abacus, 42(2), 

pp. 266–289. Available at: https://doi.org/10.1111/j.1467-6281.2006.00200.x. 

Mallin, C. (2002) ‘The relationship between corporate governance, transparency and financial 

disclosure’, Corporate Governance, 10(4), pp. 253–255. Available at: 

https://doi.org/10.1111/1467-8683.00289. 

Marsden, A. and Prevost, A.K. (2005) ‘Derivatives use, corporate governance, and legislative 

change: an empirical analysis of new zealand listed companies’, Journal of Business 

Finance & Accounting, 32(1–2), pp. 255–295. Available at: 

https://doi.org/10.1111/j.0306-686X.2005.00594.x. 

Marsh, D. And Stoker, G. (2002), Theory and Methods in Political Science (2nd Edition), 

Hampshire: Palgrave Macmillan. 

Marshall, A., & Weetman, P. (2008). Managing Interest Rate Risk and Foreign Exchange Risk: 

Disclosure of Objectives, Policies and Processes. London: ICAEW. 

Marzouk, M. (2016) ‘Risk reporting during a crisis: evidence from the Egyptian capital 

market’, Journal of Applied Accounting Research, 17(4), pp. 378–396. Available at: 

https://doi.org/10.1108/JAAR-02-2015-0012. 

Mazumder, M.M.M. and Hossain, D.M. (2018) ‘Research on corporate risk reporting: current 

trends and future avenues’, The Journal of Asian Finance, Economics and Business, 

5(1), pp. 29–41. Available at: https://doi.org/10.13106/JAFEB.2018.VOL5.NO1.29. 

Mbithi, E. et al. (2020) ‘Multi-theoretical perspectives for corporate risk disclosure: a literature 

review’, International Journal of Critical Accounting, 11(2), p. 125. Available at: 

https://doi.org/10.1504/IJCA.2020.105064. 

Mcchlery, S. and Hussainey, K. (2021) ‘Risk disclosure behaviour: evidence from the UK 

extractive industry’, Journal of Applied Accounting Research, 22(3), pp. 484–506. 

Available at: https://doi.org/10.1108/JAAR-09-2019-0134. 

Md Zaini, S. et al. (2018) ‘Voluntary disclosure in emerging countries: a literature review’, 

Journal of Accounting in Emerging Economies, 8(1), pp. 29–65. Available at: 

https://doi.org/10.1108/JAEE-08-2016-0069. 

Meek, G.K., Roberts, C.B. and Gray, S.J. (1995) ‘Factors influencing voluntary annual report 

disclosures by u. S. , u. K. And continental european multinational corporations’, 

Journal of International Business Studies, 26(3), pp. 555–572. Available at: 

https://doi.org/10.1057/palgrave.jibs.8490186. 

Meier, H., N. Meier (2013). ‘Corporate Governance: An Examination of US and European 

Models’, Corporate Board: Role, Duties & Composition, 9(2), pp. 6-11. Available at: 

https://doi.org/10.22495/CBV9I2ART1. 

Merkl-Davies, D., Brennan, N. (2007). ‘Discretionary Disclosure Strategies In Corporate 

Narratives: Incremental Information Or Impression Management?’, Journal Of 

Accounting Literature, 26, pp. 116-196. 

https://doi.org/10.1016/j.intacc.2010.09.003
https://doi.org/10.1016/j.intacc.2006.12.002
https://doi.org/10.1016/j.intman.2004.11.001
https://doi.org/10.1111/j.1467-6281.2006.00200.x
https://doi.org/10.1111/1467-8683.00289
https://doi.org/10.1111/j.0306-686X.2005.00594.x
https://doi.org/10.1108/JAAR-02-2015-0012
https://doi.org/10.13106/JAFEB.2018.VOL5.NO1.29
https://doi.org/10.1504/IJCA.2020.105064
https://doi.org/10.1108/JAAR-09-2019-0134
https://doi.org/10.1108/JAEE-08-2016-0069
https://doi.org/10.1057/palgrave.jibs.8490186
https://doi.org/10.22495/CBV9I2ART1


317 

 

Miihkinen, A. (2012) ‘What drives quality of firm risk disclosure?’, The International Journal 

of Accounting, 47(4), pp. 437–468. Available at: 

https://doi.org/10.1016/j.intacc.2012.10.005. 

Miihkinen, A. (2013) ‘The usefulness of firm risk disclosures under different firm riskiness, 

investor-interest, and market conditions: New evidence from Finland’, Advances in 

Accounting, 29(2), pp. 312–331. Available at: 

https://doi.org/10.1016/j.adiac.2013.09.006. 

Miles, M.B., & Huberman, A. M. (1994),’ Qualitative Data Analysis: An Expanded Source 

Book’, California: Sage Publications Inc. 

Milne, M.J. and Adler, R.W. (1999) ‘Exploring the reliability of social and environmental 

disclosures content analysis’, Accounting, Auditing & Accountability Journal, 12(2), 

pp. 237–256. Available at: https://doi.org/10.1108/09513579910270138. 

Milne, M.J. and Patten, D.M. (2002) ‘Securing organizational legitimacy: An experimental 

decision case examining the impact of environmental disclosures’, Accounting, 

Auditing & Accountability Journal, 15(3), pp. 372–405. Available at: 

https://doi.org/10.1108/09513570210435889. 

Neifar, S. and Jarboui, A. (2018) ‘Corporate governance and operational risk voluntary 

disclosure: Evidence from Islamic banks’, Research in International Business and 

Finance, 46, pp. 43–54. Available at: https://doi.org/10.1016/j.ribaf.2017.09.006. 

Mitchell, R.K., Agle, B.R. and Wood, D.J. (1997) ‘Toward a theory of stakeholder 

identification and salience: defining the principle of who and what really counts’, The 

Academy of Management Review, 22(4), p. 853. Available at: 

https://doi.org/10.2307/259247. 

Mohobbot, A. (2005). ‘Corporate Risk Reporting Practices in Annual Reports of Japanese 

Companies’, Journal of the Japanese Association for International Accounting Studies, 

pp. 113–133. 

Mokhtar, S. E. and Mellett, H. (2013) ‘Competition, corporate governance, ownership structure 

and risk reporting’, Managerial Auditing Journal, 28(9), pp. 838–865. Available at: 

https://doi.org/10.1108/MAJ-11-2012-0776. 

Moneva, J.M. and Llena, F. (2000) ‘Environmental disclosures in the annual reports of large 

companies in Spain’, European Accounting Review, 9(1), pp. 7–29. Available at: 

https://doi.org/10.1080/096381800407923. 

da Silva Monteiro, S.M. and Aibar-Guzmán, B. (2010) ‘Determinants of environmental 

disclosure in the annual reports of large companies operating in Portugal’, Corporate 

Social Responsibility and Environmental Management, 17(4), pp. 185–204. Available 

at: https://doi.org/10.1002/csr.197. 

Morgan, G. and Smircich, L. (1980) ‘The case for qualitative research’, The Academy of 

Management Review, 5(4), p. 491. Available at: https://doi.org/10.2307/257453. 

Morgan, G. and Smircich, L. (1980) ‘The case for qualitative research’, The Academy of 

Management Review, 5(4), p. 491. Available at: https://doi.org/10.2307/257453. 

Morgan, G.A., Gliner, J.A., & Harmon, R.J. (2005). Understanding and Evaluating Research 

in Applied and Clinical Settings, (first Ed.). Psychology Press. 

Https://Doi.Org/10.4324/9781410615770. 

Morris, R.D. (1987) ‘Signalling, agency theory and accounting policy choice’, Accounting and 

Business Research, 18(69), pp. 47–56. Available at: 

https://doi.org/10.1080/00014788.1987.9729347. 

Moumen, N., Ben Othman, H. and Hussainey, K. (2016) ‘Board structure and the 

informativeness of risk disclosure: Evidence from MENA emerging markets’, 

Advances in Accounting, 35, pp. 82–97. Available at: 

https://doi.org/10.1016/j.adiac.2016.09.001. 

https://doi.org/10.1016/j.intacc.2012.10.005
https://doi.org/10.1016/j.adiac.2013.09.006
https://doi.org/10.1108/09513579910270138
https://doi.org/10.1108/09513570210435889
https://doi.org/10.1016/j.ribaf.2017.09.006
https://doi.org/10.2307/259247
https://doi.org/10.1108/MAJ-11-2012-0776
https://doi.org/10.1080/096381800407923
https://doi.org/10.1002/csr.197
https://doi.org/10.2307/257453
https://doi.org/10.2307/257453
https://doi.org/10.4324/9781410615770
https://doi.org/10.1080/00014788.1987.9729347
https://doi.org/10.1016/j.adiac.2016.09.001


318 

 

Mousa, G.A. and Elamir, E.A.H. (2014) ‘The effect of governance mechanisms on the quality 

of risk disclosure: using bootstrap techniques’, American J. of Finance and Accounting, 

3(2/3/4), p. 128. Available at: https://doi.org/10.1504/AJFA.2014.060811. 

Muzahem, A. (2011), ‘An Empirical Analysis on the Practice and Determinants of Risk 

Disclosure in an Emerging Capital Market: The Case of United Arab Emirates’, Un-

Published Phd Thesis, University Of Portsmouth, Portsmouth Business School. 

Nadal, N. (2013),’ Corporate Governance Post ‘Arab Spring’ in The Middle East and North 

Africa’, Law in Transition 2013, Hawkamah Institute for Corporate Governance. 

 

Nagar, V. (1999) ‘The role of the manager’s human capital in discretionary disclosure’, Journal 

of Accounting Research, 37, p. 167. Available at: https://doi.org/10.2307/2491351. 

Nahar, S. and Jahan, M.A. (2021) ‘Do risk disclosures matter for bank performance? A 

moderating effect of risk committee’, Accounting in Europe, 18(3), pp. 378–406. 

Available at: https://doi.org/10.1080/17449480.2021.1942095. 

Nasir, N., & Abdullah, S. (2004).’ Voluntary Disclosure and Corporate Governance among 

Financially Distressed Firms in Malaysia’, Financial Reporting, Regulation and 

Governance, 3(1), PP. 1-39. 

Nerantzidis, M. (2016). ‘A multi-methodology on building a corporate governance index from 

the perspectives of academics and practitioners for firms in Greece’, Corporate 

Governance, 16(2), pp. 295–329. Available at: https://doi.org/10.1108/CG-08-2015-

0107. 

Newman, P. and Sansing, R. (1993) ‘Disclosure policies with multiple users’, Journal of 

Accounting Research, 31(1), p. 92. Available at: https://doi.org/10.2307/2491043. 

Nobes, C. And Parker, R., (2010), ‘Comparative International Accounting, (Tenth 

Edition)’, Great Britain: Pearson Education Limited. 

Ntim, C. G., & Oseit, K. A. (2011). The Impact of Corporate Board Meetings on Corporate 

Performance in South Africa. African Review of Economics and Finance, 2(2), PP. 83–

103. 

Ntim, C. G., Lindop, S., & Thomas, D. A. (2013), ‘Corporate Governance And Risk Reporting 

In South Africa: A Study Of Corporate Risk Disclosures In The Pre-And Post-

2007/2008 Global Financial Crisis Periods’, International Review of Financial 

Analysis, 30, PP. 363-383. 

OECD (ed.) (2013) Regulatory reform in the Middle East and North Africa: implementing 

regulatory policy principles to foster inclusive growth. Paris: OECD Publishing (OECD 

Reviews of Regulatory Reform). 

OECD (2014). ‘Corporate Governance Enforcement in the Middle East and North Africa: 

Evidence and Priorities’, Paris: OECD Publishing (OECD Reviews of Regulatory 

Reform). 

OECD (2016), ‘Disclosure of Beneficial Ownership and Control in Listed Companies In Asia’,  

Paris: OECD Publishing (OECD Reviews of Regulatory Reform). 

OECD (2018). ‘Opportunities to Improve Transparency and Disclosure Mena’, 2018 Mena-

OECD Working Group on Corporate Governance: Policy Options to Achieve Sound 

Corporate Governance for Competitiveness’, Paris: OECD Publishing (OECD Reviews 

of Regulatory Reform). 

OECD (2019). ‘Active With MENA the Middle East and North Africa’, Paris: OECD 

Publishing (OECD Reviews of Regulatory Reform)’, Available at:  

www.Oecd.Org/Globalrelations. 

OECD (2019).’OECD Survey of Corporate Governance Frameworks in the Middle East and 

North Africa’, Paris: OECD Publishing, Available at: 

https://doi.org/10.1504/AJFA.2014.060811
https://doi.org/10.2307/2491351
https://doi.org/10.1080/17449480.2021.1942095
https://doi.org/10.1108/CG-08-2015-0107
https://doi.org/10.1108/CG-08-2015-0107
https://doi.org/10.2307/2491043
http://www.oecd.org/Globalrelations


319 

 

http://www.Oecd.Org/Corporate/Oecd-Survey-Ofcorporategovernance-Frameworks-

Inmena.Htm. 

Okcabol, F. and Tinker, T. (1993) ‘Dismantling financial disclosure regulations: testing the 

stigler‐benston hypothesis’, Accounting, Auditing & Accountability Journal, 6(1). 

Available at: https://doi.org/10.1108/09513579310027503. 

Oliveira, J., Lima Rodrigues, L. and Craig, R. (2011) ‘Risk‐related disclosures by non‐finance 

companies: Portuguese practices and disclosure characteristics’, Managerial Auditing 

Journal, 26(9), pp. 817–839. Available at: 

https://doi.org/10.1108/02686901111171466. 

Oliveira, J., Lima Rodrigues, L. and Craig, R. (2011) ‘Voluntary risk reporting to enhance 

institutional and organizational legitimacy: Evidence from Portuguese banks’, Journal 

of Financial Regulation and Compliance, 19(3), pp. 271–289. Available at: 

https://doi.org/10.1108/13581981111147892. 

Ongena, S. and Şendeniz-Yüncü, İ. (2011) ‘Which firms engage small, foreign, or state banks? 

And who goes Islamic? Evidence from Turkey’, Journal of Banking & Finance, 35(12), 

pp. 3213–3224. Available at: https://doi.org/10.1016/j.jbankfin.2011.05.001. 

Patten, D.M. (1991) ‘Exposure, legitimacy, and social disclosure’, Journal of Accounting and 

Public Policy, 10(4), pp. 297–308. Available at: https://doi.org/10.1016/0278-

4254(91)90003-3. 

Patten, D.M. (1992) ‘Intra-industry environmental disclosures in response to the Alaskan oil 

spill: A note on legitimacy theory’, Accounting, Organizations and Society, 17(5), pp. 

471–475. Available at: https://doi.org/10.1016/0361-3682(92)90042-Q. 

Peni, Ms.E. and Vähämaa, Prof.S. (2010) ‘Female executives and earnings management’, 

Managerial Finance, 36(7). Available at: 

https://doi.org/10.1108/30743581080001510. 

Patten, D.M. (1995), ‘Variability in Social Disclosure: A Legitimacy-Based Analysis’, 

Advances in Public Interest Accounting, 6, pp. 273-285. 

Penno, M.C. (1997), ‘Information Quality and Voluntary Disclosure’, the Accounting Review, 

72(2), pp. 275-284. 

Pfeffer, J. (1972) ‘Size and composition of corporate boards of directors: the organization and 

its environment’, Administrative Science Quarterly, 17(2), p. 218. Available at: 

https://doi.org/10.2307/2393956. 

Pfeffer, J. and Salancik, G.R. (2003) The external control of organizations: a resource 

dependence perspective. Stanford, Calif: Stanford Business Books (Stanford business 

classics). 

Pirson, M. and Turnbull, S. (2011) ‘Corporate governance, risk management, and the financial 

crisis: an information processing view: risk management and the financial crisis’, 

Corporate Governance: An International Review, 19(5), pp. 459–470. Available at: 

https://doi.org/10.1111/j.1467-8683.2011.00860.x. 

Pletz, S. and Upson, J. (2019) ‘The normative evolution of corporate governance in the UK: an 

empirical analysis (1995-2014)’, Corporate Governance: The International Journal of 

Business in Society, 19(5), pp. 1015–1041. Available at: https://doi.org/10.1108/CG-

07-2018-0239. 

Post, C. and Byron, K. (2015) ‘Women on boards and firm financial performance: a meta-

analysis’, Academy of Management Journal, 58(5), pp. 1546–1571. Available at: 

https://doi.org/10.5465/amj.2013.0319. 

QSR International (2016). NVivo 11 Pro For Windows. QSR International Pty Ltd. Available 

at:  http://Www.Qsrinternational.Com/. 

Radu, C. and Francoeur, C. (2017) ‘Does innovation drive environmental disclosure? A new 

insight into sustainable development: does innovation drive environmental 

http://www.oecd.org/Corporate/Oecd-Survey-Ofcorporategovernance-Frameworks-Inmena.Htm
http://www.oecd.org/Corporate/Oecd-Survey-Ofcorporategovernance-Frameworks-Inmena.Htm
https://doi.org/10.1108/09513579310027503
https://doi.org/10.1108/02686901111171466
https://doi.org/10.1108/13581981111147892
https://doi.org/10.1016/j.jbankfin.2011.05.001
https://doi.org/10.1016/0278-4254(91)90003-3
https://doi.org/10.1016/0278-4254(91)90003-3
https://doi.org/10.1016/0361-3682(92)90042-Q
https://doi.org/10.1108/30743581080001510
https://doi.org/10.2307/2393956
https://doi.org/10.1111/j.1467-8683.2011.00860.x
https://doi.org/10.1108/CG-07-2018-0239
https://doi.org/10.1108/CG-07-2018-0239
https://doi.org/10.5465/amj.2013.0319
http://www.qsrinternational.com/


320 

 

disclosure?’, Business Strategy and the Environment, 26(7), pp. 893–911. Available at: 

https://doi.org/10.1002/bse.1950. 

Raffournier, B. (1995) ‘The determinants of voluntary financial disclosure by Swiss listed 

companies’, European Accounting Review, 4(2), pp. 261–280. Available at: 

https://doi.org/10.1080/09638189500000016. 

Rajab, B. and Schachler, M.H. (2009) ‘Corporate risk disclosure by UK firms: trends and 

determinants’, World Review of Entrepreneurship, Management and Sustainable 

Development, 5(3), p. 224. Available at: 

https://doi.org/10.1504/WREMSD.2009.026801. 

Rattanataipop, P. (2013). ‘Risk disclosures in the annual reports of UK banks, 1995–2010’, 

Doctoral thesis, Newcastle University, Newcastle, UK. 

Rhodes, M.J. (2010) ‘Information asymmetry and socially responsible investment’, Journal of 

Business Ethics, 95(1), pp. 145–150. Available at: https://doi.org/10.1007/s10551-009-

0343-2. 

Richardson, A.J. and Welker, M. (2001) ‘Social disclosure, financial disclosure and the cost of 

equity capital’, Accounting, Organizations and Society, 26(7–8), pp. 597–616. 

Available at: https://doi.org/10.1016/S0361-3682(01)00025-3. 

Robson, C. (2002), Real World Research (2nd Edition), Oxford: Blackwell. 

Romano, G. and Guerrini, A. (2012) ‘Corporate governance and accounting enforcement 

actions in Italy’, Managerial Auditing Journal, 27(7), pp. 622–638. Available at: 

https://doi.org/10.1108/02686901211246778. 

Ross, S.A. (1979), ‘Disclosure Regulation In Financial Markets: Implications of Modern 

Finance Theory and Signaling Theory’, In Edwards, F.R. (Ed.), Issues In Financial 

Regulation: Regulation of American Business and Industry Pinpoint, New York: 

Mcgraw-Hill, 177-202. 

Rowley, T.J. (1997) ‘Moving beyond dyadic ties: a network theory of stakeholder influences’, 

The Academy of Management Review, 22(4), p. 887. Available at: 

https://doi.org/10.2307/259248. 

Rühmkorf, A., Spindler, F. and Samanta, N. (2019) ‘Evolution of German corporate 

governance (1995-2014): an empirical analysis’, Corporate Governance: The 

International Journal of Business in Society, 19(5), pp. 1042–1062. Available at: 

https://doi.org/10.1108/CG-07-2018-0251. 

Saaty, T.L. (1990) ‘How to make a decision: The analytic hierarchy process’, European 

Journal of Operational Research, 48(1), pp. 9–26. Available at: 

https://doi.org/10.1016/0377-2217(90)90057-I. 

Saaty, T.L. and Peniwati, K. (2008) Group decision making: drawing out and reconciling 

differences. Pittsburgh, PA: RWS Publications. 

Saaty, T.L. (1994), Fundamentals Of Decision Making And Priority Theory: With the Analytic 

Hierarchy Process’, Rws Publications, Pittsburgh, Pa. 

Saggar, R. and Singh, B. (2017) ‘Corporate governance and risk reporting: Indian evidence’, 

Managerial Auditing Journal, 32(4/5), pp. 378–405. Available at: 

https://doi.org/10.1108/MAJ-03-2016-1341. 

Salem, I.H., Ayadi, S.D. and Hussainey, K. (2019) ‘Corporate governance and risk disclosure 

quality: Tunisian evidence’, Journal of Accounting in Emerging Economies, 9(4), pp. 

567–602. Available at: https://doi.org/10.1108/JAEE-01-2019-0005. 

Salter, S.B. (1998) ‘Corporate financial disclosure in emerging markets: Does economic 

development matter?’, The International Journal of Accounting, 33(2), pp. 211–234. 

Available at: https://doi.org/10.1016/S0020-7063(98)90027-9. 

https://doi.org/10.1002/bse.1950
https://doi.org/10.1080/09638189500000016
https://doi.org/10.1504/WREMSD.2009.026801
https://doi.org/10.1007/s10551-009-0343-2
https://doi.org/10.1007/s10551-009-0343-2
https://doi.org/10.1016/S0361-3682(01)00025-3
https://doi.org/10.1108/02686901211246778
https://doi.org/10.2307/259248
https://doi.org/10.1108/CG-07-2018-0251
https://doi.org/10.1016/0377-2217(90)90057-I
https://doi.org/10.1108/MAJ-03-2016-1341
https://doi.org/10.1108/JAEE-01-2019-0005
https://doi.org/10.1016/S0020-7063(98)90027-9


321 

 

Samaha, K. et al. (2012) ‘The extent of corporate governance disclosure and its determinants 

in a developing market: The case of Egypt’, Advances in Accounting, 28(1), pp. 168–

178. Available at: https://doi.org/10.1016/j.adiac.2011.12.001. 

Samaha, K., Khlif, H., Hussainey, K. (2015), ‘The Impact Of Board Characteristics And Audit 

Committee On Voluntary Disclosure: A Meta-Analysis’, Journal Of International 

Accounting, Auditing And Taxation, 24, 13–28. 

Saunders, M.N.K., Lewis, P. and Thornhill, A. (2019). ‘Research Methods for Business 

Students (8th Edition)’, Pearson, London. 

Schipper, K. (1991). Commentary on Analysts’ Forecasts. Accounting Horizons. 5(4), 105-

121. 

Schrand, C. M. (1997). The Association between Stock-Price Interest Rate Sensitivity and 

Disclosures about Derivative Instruments. The Accounting Review, 72, 87–109. 

Schrand, C. M., & Elliott, J. A. (1998). Risk and Financial Reporting: A Summary of the 

Discussion at the 1997 Aaa/Fasb Conference. Accounting Horizons, 12, 271–282. 

Scott, W.R. (2001). ‘Institutions and Organizations (2nd Ed)’,. Thousand Oaks, Ca: Sage. 

Sekaran, U. (2003) Research Methods for Business: A Skill-Building Approach (4th Edition), 

John Wiley & Sons, New York. 

Serrasqueiro, R.M. and Mineiro, T.S. (2018) ‘Corporate risk reporting: Analysis of risk 

disclosures in the interim reports of public Portuguese non-financial companies’, 

Contaduría y Administración, 63(2), p. 34. Available at: 

https://doi.org/10.22201/fca.24488410e.2018.1615. 

Shen, C.-H., Huang, Y.-L. and Hasan, I. (2012) ‘Asymmetric benchmarking in bank credit 

rating’, Journal of International Financial Markets, Institutions and Money, 22(1), pp. 

171–193. Available at: https://doi.org/10.1016/j.intfin.2011.08.004. 

Shi, Y., Magnan, M. and Kim, J.-B. (2012) ‘Do countries matter for voluntary disclosure? 

Evidence from cross-listed firms in the US’, Journal of International Business Studies, 

43(2), pp. 143–165. Available at: https://doi.org/10.1057/jibs.2011.38. 

Singh, M., Mathur, I. and Gleason, K.C. (2004) ‘Governance and performance implications of 

diversification strategies: evidence from large u. S. Firms’, The Financial Review, 

39(4), pp. 489–526. Available at: https://doi.org/10.1111/j.0732-8516.2004.00086.x. 

Reporting business risks: meeting expectations (2011). United Kingdom: Institute of Chartered 

Accountants in England and Wales. 

Skinner, D.J. (1994) ‘Why firms voluntarily disclose bad news’, Journal of Accounting 

Research, 32(1), p. 38. Available at: https://doi.org/10.2307/2491386. 

Sloan, R.G. (2001) ‘Financial accounting and corporate governance: a discussion’, Journal of 

Accounting and Economics, 32(1–3), pp. 335–347. Available at: 

https://doi.org/10.1016/S0165-4101(01)00039-8. 

Smith, J.K. (1983) ‘Quantitative versus qualitative research: an attempt to clarify the issue’, 

Educational Researcher, 12(3), pp. 6–13. Available at: 

https://doi.org/10.3102/0013189X012003006. 

Subramaniam, N., McManus, L. and Zhang, J. (2009) ‘Corporate governance, firm 

characteristics and risk management committee formation in Australian companies’, 

Managerial Auditing Journal, 24(4), pp. 316–339. Available at: 

https://doi.org/10.1108/02686900910948170. 

Suchman, M.C. (1995) ‘Managing legitimacy: strategic and institutional approaches’, The 

Academy of Management Review, 20(3), p. 571. Available at: 

https://doi.org/10.2307/258788. 

Tahat, Y.A. et al. (2016) ‘The impact of IFRS 7 on the significance of financial instruments 

disclosure: Evidence from Jordan’, Accounting Research Journal, 29(3), pp. 241–273. 

Available at: https://doi.org/10.1108/ARJ-08-2013-0055. 

https://doi.org/10.1016/j.adiac.2011.12.001
https://doi.org/10.22201/fca.24488410e.2018.1615
https://doi.org/10.1016/j.intfin.2011.08.004
https://doi.org/10.1057/jibs.2011.38
https://doi.org/10.1111/j.0732-8516.2004.00086.x
https://doi.org/10.2307/2491386
https://doi.org/10.1016/S0165-4101(01)00039-8
https://doi.org/10.3102/0013189X012003006
https://doi.org/10.1108/02686900910948170
https://doi.org/10.2307/258788
https://doi.org/10.1108/ARJ-08-2013-0055


322 

 

Tan, Y., Zeng, C. and Elshandidy, T. (2017) ‘Risk disclosures, international orientation, and 

share price informativeness: evidence from china’, SSRN Electronic Journal [Preprint]. 

Available at: https://doi.org/10.2139/ssrn.3206226. 

Tauringana, V. and Chithambo, L. (2016) ‘Determinants of risk disclosure compliance in 

Malawi: a mixed-method approach’, Journal of Accounting in Emerging Economies, 

6(2), pp. 111–137. Available at: https://doi.org/10.1108/JAEE-03-2014-0015. 

Taylor, D. (2011), ‘Corporate Risk Disclosures: The Influence of Institutional Shareholders 

and the Audit Committee’, Journal of Corporate Finance, 9(1): 1-27. 

Tetlow, G. And A. Stojanovic, (2018), ‘Understanding the Economic Impact of Brexit’, © 

Institute for Government, London; the UK. 

Torres-Reyna, O. (2007), ‘Panel Data Analysis Fixed and Random Effects Using Stata (V. 

4.2)’, Princeton Unversity, Http://Dss.Princeton.Edu/Training/ 

Tracey, P. (2012) ‘Religion and organization: a critical review of current trends and future 

directions’, Academy of Management Annals, 6(1), pp. 87–134. Available at: 

https://doi.org/10.5465/19416520.2012.660761. 

Tunyi, A.A. and Ntim, C.G. (2016) ‘Location advantages, governance quality, stock market 

development and firm characteristics as antecedents of african m&as’, Journal of 

International Management, 22(2), pp. 147–167. Available at: 

https://doi.org/10.1016/j.intman.2016.01.005. 

UK corporate governance code (2010). London: Ginancial Reporting Council. 

Ullmann, A.A. (1985) ‘Data in search of a theory: a critical examination of the relationships 

among social performance, social disclosure, and economic performance of u. S. 

Firms’, The Academy of Management Review, 10(3), p. 540. Available at: 

https://doi.org/10.2307/258135. 

Unerman, J. (2000) ‘Methodological issues ‐ Reflections on quantification in corporate social 

reporting content analysis’, Accounting, Auditing & Accountability Journal, 13(5), pp. 

667–681. Available at: https://doi.org/10.1108/09513570010353756. 

Vandemaele, S., Vergauwen, P., Michels, A. (2009). Management Risk Reporting Practices 

and Their Determinants: A Study of Belgian Listed Firms (Working Paper, Hasselt 

University). 

Waddock, S.A. And Graves, S.B. (1997), ‘The Corporate Social Performance [1] Financial 

Performance Link’, Strategic Management Journal, 18(4), pp. 303-319, Available at: 

http://dx.doi.org/10.1002/(SICI)1097-0266. 

Waemustafa, W., & Sukri, S. (2016), ‘Systematic And Unsystematic Risk Determinants Of 

Risk Between Islamic And Conventional Banks’, International Journal Of Economics 

And Financial Issues, 6(4):1321-1327. Available at: 

http://doi.org/10.6084/m9.figshare.4052316.v1. 

Wallace, R.S.O., Naser, K. and Mora, A. (1994) ‘The relationship between the 

comprehensiveness of corporate annual reports and firm characteristics in spain’, 

Accounting and Business Research, 25(97), pp. 41–53. Available at: 

https://doi.org/10.1080/00014788.1994.9729927. 

Wang, D. (2006) ‘Founding Family Ownership and Earnings Quality: founding family 

ownership’, Journal of Accounting Research, 44(3), pp. 619–656. Available at: 

https://doi.org/10.1111/j.1475-679X.2006.00213.x. 

Wang, K., O, S. and Claiborne, M.C. (2008) ‘Determinants and consequences of voluntary 

disclosure in an emerging market: Evidence from China’, Journal of International 

Accounting, Auditing and Taxation, 17(1), pp. 14–30. Available at: 

https://doi.org/10.1016/j.intaccaudtax.2008.01.001. 

Wang, M. and Hussainey, K. (2013) ‘Voluntary forward-looking statements driven by 

corporate governance and their value relevance’, Journal of Accounting and Public 

https://doi.org/10.2139/ssrn.3206226
https://doi.org/10.1108/JAEE-03-2014-0015
http://dss.princeton.edu/training/
https://doi.org/10.5465/19416520.2012.660761
https://doi.org/10.1016/j.intman.2016.01.005
https://doi.org/10.2307/258135
https://doi.org/10.1108/09513570010353756
http://dx.doi.org/10.1002/(SICI)1097-0266
http://dx.doi.org/10.6084/m9.figshare.4052316.v1
https://doi.org/10.1080/00014788.1994.9729927
https://doi.org/10.1111/j.1475-679X.2006.00213.x
https://doi.org/10.1016/j.intaccaudtax.2008.01.001


323 

 

Policy, 32(3), pp. 26–49. Available at: 

https://doi.org/10.1016/j.jaccpubpol.2013.02.009. 

Wei, Y. et al. (2001) ‘Endogenous innovation growth theory and regional income convergence 

in China’, Journal of International Development, 13(2), pp. 153–168. Available at: 

https://doi.org/10.1002/jid.721. 

 

Wilmshurst, T.D. and Frost, G.R. (2000) ‘Corporate environmental reporting: A test of 

legitimacy theory’, Accounting, Auditing & Accountability Journal, 13(1), pp. 10–26. 

Available at: https://doi.org/10.1108/09513570010316126. 

Woods, M., and Reber, B. (2003). ‘A Comparison Of UK And German Reporting Practice In 

Respect Of Disclosure Post Gas 5’, The Financial Reporting and Business 

Communication Conference. Cardiff Business School, Cardiff. 

World Bank (2017a). ‘Business Reforms in Middle East & North Africa’, 

http://www.doingbusiness.Org/. 

World Bank (2017b). ‘Gcc States Adopt 15 Reforms To Improve Business Climate: Doing 

Business Report,’ 31.10.2017 Press Release, www.worldbank.Org. 

Yaffee, R. A. (2003), ‘A Primer For Panel Data Analysis ‘, Connect: Information Technology 

At Nyu, (Fall), pp. 1-11. 

Yoshikawa, T., Zhu, H. and Wang, P. (2014) ‘National governance system, corporate 

ownership, and roles of outside directors: a corporate governance bundle perspective: 

roles of outside directors’, Corporate Governance: An International Review, 22(3), pp. 

252–265. Available at: https://doi.org/10.1111/corg.12050. 

Zangana, A. (2016). ‘UK Referendum on EU Membership: The Risks of Brexit’, Schroders, 

UK; London. 

Zattoni, A. and Cuomo, F. (2008) ‘Why adopt codes of good governance? A comparison of 

institutional and efficiency perspectives’, Corporate Governance: An International 

Review, 16(1), pp. 1–15. Available at: https://doi.org/10.1111/j.1467-

8683.2008.00661.x. 

Zattoni, A. and Van Ees, H. (2012) ‘How to contribute to the development of a global 

understanding of corporate governance? Reflections from submitted and published 

articles in cgir: how to contribute to global corporate governance?’, Corporate 

Governance: An International Review, 20(1), pp. 106–118. Available at: 

https://doi.org/10.1111/j.1467-8683.2011.00866.x. 

Zhang, L. and Ding, S. (2006) ‘The effect of increased disclosure on cost of capital: Evidence 

from China’, Review of Quantitative Finance and Accounting, 27(4), pp. 383–401. 

Available at: https://doi.org/10.1007/s11156-006-0044-1. 

 

 

 

 

 

 

 

  

https://doi.org/10.1016/j.jaccpubpol.2013.02.009
https://doi.org/10.1002/jid.721
https://doi.org/10.1108/09513570010316126
http://www.doingbusiness.org/
http://www.worldbank.org/
https://doi.org/10.1111/corg.12050
https://doi.org/10.1111/j.1467-8683.2008.00661.x
https://doi.org/10.1111/j.1467-8683.2008.00661.x
https://doi.org/10.1111/j.1467-8683.2011.00866.x
https://doi.org/10.1007/s11156-006-0044-1


324 

 

Appendices  

Appendix 1: AHP questionnaire 

Professor/Doctor/Sir… 

The researcher aims to prioritise the risk disclosure criterion by applying Analytical Hierarchy 

Process (AHP) technique in order to complete the PhD requirements under the title: 

‘The effects of multi-layer governance on risk disclosures: EU evidence’ 

In this questionnaire, you are to express your opinion regarding the importance of 4 main 

attributes of risk disclosure, by comparing them in pairs, according to the following 

Judgement scale  

Table: Scale of relative preferences for pairwise comprise: 

1 Equal importance (Attribute A is of equal importance as B) 

3 Moderate importance (Attribute A is moderately more important than B) 

5 
Essential or strong importance (Attribute A is strongly more important than B) 

7 Very strong importance (Attribute A is very strongly more than B) 

9 
Extreme importance (Attribute A is extremely more important than B) 

2,4,6,8 Values for inverse comparison 

 

Precisely, from the below table, you can pick the value 1 when both variables are equally 

important. Or a value from the left scale when the risk attribute organised in the first column 

is well-thought-out and more significant. Correspondingly, choosing a value from the right 

scale means that the attribute of the last column is considered more important. 

I. Business risks compared to operational, management and fluctuations risks 

Attribute Attributes scale judgment Attribute 

      more important than             equal           less important than    

Business 

risks  
9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 

Operational risks 

Business 

risks  
9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 

Management 

risks 

Business 

risks  
9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 

Fluctuation risks   
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II. operational risks compared to management and fluctuations risks 

Attribute Attributes scale judgement      Attribute 

      more important than            equal           less important than    

Operational 

risks 
9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 

Management 

risks 

Operational 

risks 
9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 

Fluctuation risks   

 

III. Management risks compared to fluctuation risks 

Attribute Attributes scale judgement      Attribute 

    more important than                  equal           less important than    

Management 

risks 
9 8 7 6 5 4 3 2 1 2 3 4 5 6 7 8 9 

Fluctuation 

risks   

                   

Glossary of risk categories:  

i. Business Risk: These types of risks are taken by business enterprises 

themselves in order to maximise shareholder value and profits. Also, it can refer 

to the possible losses that arise from the competitive skills that a company has. 

Business risks include just a few 

  

1. Capital adequacy/insolvency 

2. Concentrate/Business portfolio  

3. Hedging  

4. Liquidity  

5. Credit  

6. Pricing 

 

ii. Operational Risk: This type of risk arises out of operational failures such as 

mismanagement or technical failures. Operational risk arises from internal and external 

factors; consequently, it can be classified into Fraud Risk and Model Risk. Fraud risk arises 

due to the lack of controls, and Model risk arises due to incorrect model application. 

Consequently, the operational risk may have negative effects on a firm’s assets or liabilities. 

These types of risks include: 

1. Information technology  

2. Health and safety  

3. Sourcing/raw material 

4. Social contribution/community support 

5. Internal audit and control 

6. Derivatives 

7. Competition/proprietary/copyright 
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8. Employee fraud 

9. Business ethics/corruption 

 

iii. Management Risk: This type of risk arises out of mismanagement or failure of governance 

mechanisms. It includes:  

1. Performance/Fraud management 

2. Disclosure of risk governance 

3. Research and development 

4. Acquisitions, alliances, joint ventures 

5. Compensations of executives 

6. Disclosure of committee existence 

 

iv. Fluctuation risk: is caused on account of changing market prices, interest and currency 

rates. Based on this, fluctuation risk can be classified into various types such as Market 

Risk, Credit Risk, Liquidity Risk, interest rate risk, and cash flow Risk. 

 

Thanks for your interest 
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Appendix 2. Examples of corporate risk disclosures coding rules application 

Country Company  Year Disclosed Risk statement Risk disclosure 

category 

Risk disclosure 

subcategory 

Classification/ 

coding 

UK 4imprint 

Group plc 

2012 SPS has manufacturing risks at its Blackpoll premises, which are 

not risks faced by 4imprint Direct Marketing.  

Operational risk Production 

development 

risk 

Qualitative/ 

negative 

2012 The Group believes that factors such as interest rates, inflation, 

investor sentiment, the availability and cost of credit and the 

liquidity of the global financial markets can affect the marketing 

and promotional spending of the customers of the Group. 

Fluctuations/business 

risks 

Credit/liquidity/ 

interest rate risk 

Historical/ 

negative/ 

quantitative  

2012 As promotional product spending could be considered a 

discretionary item, in periods of economic downturn, the Group’s 

customers may seek to economise by reducing promotional 

spending, leading to a decline in demand for the Group’s products. 

Business/ 

Fluctuations risk 

Hedging/ cash 

flow risk 

Negative/ 

Quantitative 

UK 888 Holdings 2018 888 has taken an RCF from Barclays Bank plc in order to finance 

its activities. The credit facility contains covenants by the Group 

regarding the maintenance of certain financial ratios, as well as 

various regulatory compliance matters. 

Business  risk Hedging risk Qualitative/ 

monetary/ 

positive/historical 

2018 888 has made a number of acquisitions in the online gaming and 

betting space. Acquisitions of gaming companies carry business 

risks, such as overpaying for what are mainly intangible assets, as 

Management risks Acquisitions, 

alliances, joint 

ventures 

Quantitative/ 

negative/ 

monetary 
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well as legal and regulatory risks, including the receipt of necessary 

regulatory approvals for the transaction and exposure to legacy 

non-compliance of the seller. 

UK AA plc 2016 The competitive threat from aggregators has not changed during the 

year; the launch of our in-house insurer should help to mitigate the 

risks to our insurance business in due course, reducing the present 

high impact and likelihood. This is a new Principal Risk. Without 

reinsurance and best practices in claims handling, the potential 

impact would be high. We have put in place processes to reduce 

both the potential impact and the likelihood of this risk occurring.  

Management risks Acquisitions, 

alliances, joint 

ventures/ 

Hedging 

Qualitative/ 

negative/ 

Non-monetary 

2016 The AA launched a new partnership with Bank of Ireland UK, who 

will now provide most of the AA’s non-insurance related Financial 

Services products.  

Management risk Investment 

plans  

Positive/ 

quantitative 

Germany ADVA 

Optical 

Networking 

 

 

2016 The market for innovative connectivity solutions for cloud and 

mobile services is highly competitive and subject to rapid 

technological change. Competition in this market is characterised 

by various factors, such as price, functionality, service, scalability 

and the ability of systems to meet customers’ immediate and future 

network requirements.  

Operational/ 

Management risk 

Information 

technology/ 

Research and 

development 

Qualitative/ 

positive/ non-

monetary 

2016 Technological obsolescence, as well as short-term changes in 

customer demand and manufacturing processes, may trigger 

significant inventory depreciation. Preventive measures to 

Operational/ 

Management risk 

Source/raw 

material/inform

ation technology 

Quantitative/ 

positive 
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minimise inventory depreciation include an integrated sales and 

operations planning process and quarterly reviews of inventory 

depreciation at item levels involving the finance and operations 

departments.  

France Accor Hotels 2017 Acquisition for subsequent resale of a Sofitel in Budapest for €43 

million (this hotel was immediately reclassified as held for sale).  

Operational risk Derivatives Quantitative/ 

negative/ 

monetary/ 

forward-looking  

2017 Decreases over the period mainly comprise the disposal of 4 

Mercure and 2 ibis in Poland, representing a net book value of €8 

million 

Business risk Pricing Quantitative/ 

monetary/ 

negative 

Italy A2A 2018 The commodity price risk is related to the volatility of energy 

commodity prices (gas, electricity, fuel oil, coal, etc.) and prices of 

environmental securities (EUA/ETS emission rights, white 

certificates, etc.). 

Fluctuations risk Commodity  Quantitative/ 

monetary/ 

negative 
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2018 As part of the optimisation of the portfolio of greenhouse gas 

emission allowances (see Directive 2003/87/EC), the A2A Group 

has stipulated Future contracts to be on the ICE ECX (European 

Climate Exchange) price. These are considered hedging 

transactions from an accounting point of view in the event of 

demonstrable surplus/deficit quotas. The fair value, on December 

31, 2018, was 10.2 million euro (1.4 million euro on December 31, 

2017). 

Business/ Fluctuation 

risks 

Hedging  Quantitative/ 

monetary/ 

positive  
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Appendix 3: Samples of risk disclosure phrases captured by NVivo 12  

Country Company  Year Disclosed Risk statement   Risk disclosure 

category 

Risk disclosure 

subcategory 

UK 4imprint 

Group plc 

2012 SPS has manufacturing risks at its Blackpoll premises, which are not risks 

faced by 4imprint Direct Marketing.  

Operational risk Production development 

risk 

2012 As promotional product spending could be considered a discretionary item, in 

periods of economic downturn, the Group’s customers may seek to economise 

by reducing promotional spending, leading to a decline in demand for the 

Group’s products. 

Business/ 

Fluctuations risk 

Hedging/cash flow risk 

UK 888 Holdings 2018 888 has taken an RCF from Barclays Bank plc in order to finance its activities. 

The credit facility contains covenants by the Group regarding the maintenance 

of certain financial ratios, as well as various regulatory compliance matters. 

Business  risk Hedging risk 

2018 888 has made a number of acquisitions in the online gaming and betting space. 

Acquisitions of gaming companies carry business risks, such as overpaying for 

what are mainly intangible assets, as well as legal and regulatory risks, 

including the receipt of necessary regulatory approvals for the transaction and 

exposure to legacy non-compliance of the seller. 

Management risks Acquisitions, alliances, 

joint ventures 

Germany ADVA 

Optical 

Networking 

2016 The market for innovative connectivity solutions for cloud and mobile services 

is highly competitive and subject to rapid technological change. Competition 

in this market is characterised by various factors, such as price, functionality, 

Operational/ 

Management risk 

Information technology/ 

Research and 

development 
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service, scalability and the ability of systems to meet customers’ immediate 

and future network requirements.  

2016 In 2016, on a net basis, the Group saw significant GBP inflows and USD 

outflows. To combat fluctuations, the USD net cash flows in part are hedged 

against EUR using forward exchange agreements, based on the Group’s 

forecasted EUR/ USD exposure for the current year and the next year. 

Business/ fluctuation 

risks 

Exchange rate  

2016 Technological obsolescence, as well as short-term changes in customer 

demand and manufacturing processes, may trigger significant inventory 

depreciation. Preventive measures to minimise inventory depreciation include 

an integrated sales and operations planning process and quarterly reviews of 

inventory depreciation at item levels involving the finance and operations 

departments.  

Operational/ 

Management risk 

Source/raw 

material/informatio 

technology 

France Accor Hotels 2017 

 

Acquisition for subsequent resale of a Sofitel in Budapest for €43 million (this 

hotel was immediately reclassified as held for sale).  

Operational risk Derivatives 

2017 Decreases over the period mainly comprise the disposal of 4 Mercure and 2 

ibis in Poland, representing a net book value of €8 million 

Business/fluctuation 

risks  

Pricing  
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Italy A2A 2018 

 

If a derivative financial instrument is designated as a hedge against exposure 

to changes in the fair value of an asset or liability attributable to a specific risk, 

the gain or loss resulting from subsequent changes in the fair value of the 

hedging instrument is recognised in the Income Statement. The profit or loss 

deriving from the adjustment to the fair value of the item hedged, for the part 

attributable to the hedged risk, changes the book value of this item and is 

recognised in the Income Statement. 

Operational risk  Derivatives  

2018 The Group is exposed to price risk, including the currency-related risk, on all 

of the energy commodities that it handles, namely electricity, natural gas, heat, 

coal, fuel oil and environmental certificates; the results of production, 

purchases and sales are similarly affected by fluctuations in the prices of such 

energy commodities. These fluctuations act both directly and indirectly 

through formulas and indexing in the pricing structure. 

Fluctuation risk  Currency exchange  

2018 As part of the optimisation of the portfolio of greenhouse gas emission 

allowances (see Directive 2003/87/EC), the A2A Group has stipulated Future 

contracts to be on the ICE ECX (European Climate Exchange) price. These are 

considered hedging transactions from an accounting point of view in the event 

of demonstrable surplus/deficit quotas. The fair value, on December 31, 2018, 

was 10.2 million euro (1.4 million euro on December 31, 2017). 

Business/ Fluctuation 

risks 

Hedging  

 

 
 


