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Abstract
This study examines the impact of board composition on the level of voluntary disclosure in the annual reports
of listed Jordanian firms. Content analysis is used to collect the required data form the 2012-annual reports of
103 firms listed on the Amman Stock Exchange. Overall, the empirical evidence provided by the study is in line
with the agency theory predictions. Furthermore, they have practical implications for firms and regulators in
Jordan on the importance of the board of directors and voluntary disclosure as control mechanisms for mitigating
the effect of the information asymmetries and agency problems. The study shows a moderate level of voluntary
disclosure in the annual reports of Jordanian firms. However, insurance firms tend to disclose more voluntary
information than industrial and services firms. Also, the results suggest that Jordanian firms with a high-level of
board ownership concentration tend to keep the level of voluntary disclosure low. On the other hand, the
presence of foreign directors on the board seems to influence, positively, the level of voluntary disclosure in
Jordanian firms. Likewise, the proportion of the old directors on the boards in Jordanian firms is very high and is
significantly associated with a higher level of voluntary disclosure.
Keywords: board composition, voluntary disclosure, listed firms, Amman stock exchange
1. Introduction
In their classical propositions of the perfect capital market, Modigliani and Miller (1958, 1963) assume that
management act exclusively on behalf of shareholders. This implies, among other things, that management
(insiders) and investors (outsiders) have the same information about the firm‘s future investment opportunities.
Thus, there is no information asymmetry problem. However, Jensen and Mekling (1976) argue that the
separation of ownership and control creates the agency problem, where management tends to set their personal
interests ahead of those of investors. The agency problem leads to the information asymmetry problem due to the
information superiority the management enjoys as insider. A self interested management may confiscate the
value of outsiders‘ (shareholders‘ and/or bondholders‘) investments by awarding themselves more perquisites,
investing in unprofitable projects, issuing more senior claims, etc. Myers and Majluf (1984) argue that
information asymmetries gives rise to the adverse selection problem, which leads to misvaluing the firm‘s equity
in the marketplace and causes a loss of wealth for existing shareholders. Consequently, if this problem is not
fully resolved it can harm the functionality of the capital market (Akerlof, 1970). Therefore, appropriate
monitoring mechanisms must be implemented to mitigate the influence of information asymmetries and agency
problem (Jensen & Meckling, 1976). Two mechanisms are suggested by Healy and Palepu (2001): transparency
and monitoring. The transparency mechanism requires management to disclose relevant information to help the
investors to evaluate whether the firm‘s resources have been managed in their best interest or not. Empirical
evidence provided by Welker (1995) demonstrates that higher disclosure policy reduces information asymmetry.
Bloomfield and Wilks (2000) show that higher-quality disclosure ensures investors pay a high price for shares.
According to Heflin, Shaw, and Wild (2002) a firm with high-quality accounting disclosure enhances its market
liquidity through reducing information asymmetries across traders.
The second mechanism is to, effectively; monitor the behavior and actions of management by the board of
directors. Monks and Minow (1995) argue that board monitoring improves the quality of managers‘ decisions.
According to Healy and Palepu (2001) board monitoring insures, that management behaves in the sense of
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increasing the shareholders‘ interests and discloses credible information. This is vital since management is less
inclined to provide investors with full and fair information if disclosure is left to their discretion (Singhvi &
Desai, 1971). However, the effectiveness of the board monitoring is determined among other things by its
composition (Mizruchi, 2004; Brick, Palmon, & Wald, 2006). Therefore, the purpose of this study is to,
empirically; investigate the relationship between board composition and the level of voluntary disclosure in the
annual reports of Jordanian firms listed on Amman Stock Exchange (ASE).
Examining the impact of board monitoring on voluntary disclosure is of a great relevance for the capital market
in a developing country like Jordan. The capital market in Jordan is described as being imperfect, thin, and small.
Management ownership is less than 4% (ASE, 2005). Accordingly, agency cost and information asymmetries
problems in such market are expected to be sever. These problems, if not resolved, may hinder the efficient
allocation of resources in the market. Transparency through voluntary disclosure and board monitoring plays an
important role in mitigating the impact of these problems on the market. Furthermore, research on this topic is
well established in developed countries. In contrast, there is a lacuna of studies as to whether the impact of board
composition on voluntary disclosure is similar in developing countries like Jordan.
The current study is expected to contribute to the literature on voluntary disclosure and corporate governance in
different ways. First, it demonstrates the applicability of voluntary disclosure theory in a developing country like
Jordan. Second, it provides empirical evidence on a number of potential factors that induces voluntary disclosure
in Jordan. Such evidence may help Jordanian regulators in evaluating the adequacy of the current mandatory
disclosure regulations (requirements) in Jordan. Third, the study provides a portrayal of corporate boards in
Jordan using a comprehensive measure of board composition. Understanding the board composition and their
impact on voluntary disclosure provides evidence on the sufficiency of the board of directors‘ guidelines in the
corporate governance code in Jordan.
The remainder of the study is organized as follows: section 2 provides a brief overview of related literature and
hypotheses development, section 3 presents the research methodology, section 4 reports and discusses the results
of the empirical model and testing the study‘s hypotheses, and in section 5 the summary and conclusion are
presented.
2. Related Literature and Hypotheses Development
2.1 Board Composition and Voluntary Disclosure
Transparency through disclosure and board monitoring are potential solutions to mitigating the agency and
asymmetric information problems (Healy & Palepu, 2001). Disclosure is viewed as the best vehicle for
communicating with investors (Ho & Wong, 2001). Firm‘s discloses mandatory and voluntary information in
their annual reports. Mandatory information is provided in accordance to laws, regulations, and adopted
accounting standards (Cheng & Courtenay, 2006). It is the minimum level of disclosure required by the market
to make it possible for investors to evaluate the firms in the market. Thus, it may be considered as a lawful way
to mitigate the information asymmetry problem (Balachandran & Bliss, 2004). On the other hand, voluntary
disclosure refers to the additional information disclosed beyond what is required by law. It aims to provide
investors with a clear picture about the economic realities of the firm (Boesso & Kumar, 2007) and solve the
information asymmetry problem (Healy & Palepu, 2001). The lack of adequate disclosure can create ignorance
in the market, which increase the information asymmetry problem (Baumol & Bowman, 1965). Furthermore, in
the absence of sufficient information, investment decisions are based on subjective rather than objective
measures, which lead to fluctuations in the shares‘ prices in the market. In addition, firms may face difficulties in
obtaining capital to finance their operations or they may incur higher cost of capital (Singhvi & Desai, 1971).
Different theories attempt to explain voluntary disclosure by firms. For example, the agency theory assumes that
firms disclose voluntary information to mitigate the agency problem through reducing the agency costs and to
demonstrate that they are effectively utilizing the firm‘s resources in the best interest of shareholders (Barako,
Hancock, & Izan, 2006). According to the signaling theory, voluntary information helps firms to discriminate
their performance from other firms (Campbell, Shrives, & Saager, 2001), enhance their reputation, and attract
new investments (Verrecchia, 1983). The capital need theory suggests that more voluntary disclosure enables
firms to obtain the funds they need at lower cost (Choi, 1973). In spite of the importance of voluntary disclosure,
it is left to the management‘s discretion (Chen & Jaggi, 2000) and therefore, is influenced by their
information-biased selection (Einhorn & Ziv, 2012). Management decides on the type and amount of voluntary
information to be disclosed in the firm‘s annual report (Eng & Mak, 2003). Therefore, the presence of the board
of directors in the firm is crucial for monitoring the managements‘ decisions and insuring that they disclose
credible rather than self-serving voluntary information (Healy & Palepu, 2001). This will help the firm to build a
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sound corporate disclosure system in the long run (Qu & Leung, 2006).
Board of directors is elected by the firm‘s shareholders to govern and manage its affairs (Monks & Minow, 2008).
As a primary corporate governance mechanism it plays an essential role in aligning management‘s interests with
those of the shareholders (Brennan, 2006) and reducing the agency and information asymmetry problems (Patelli
& Prencipe, 2007). However, the effectiveness of the board monitoring is determined among other things by its
composition (Mizruchi, 2004; Brick, Palmon, & Wald, 2006). Therefore, board composition is expected to affect
the level of voluntary disclosure. Board composition can be defined in various perspectives, including value
system, nationality, gender, board size, industry background, etc. (Van der Walt, Ingley, Shergill, & Townsend,
2006; Kang, Cheng, & Gray, 2007). However, in the current study the ―board composition‖ includes the
following perspectives: board size, board independence, board ownership concentration, institutional ownership,
foreign ownership, member‘s age, and gender. These perspectives and their impact on voluntary disclosure are
discussed in the next section.
2.2 Hypotheses Development
2.2.1 Board Size
Monitoring and controlling management actions are the most important functions of the board of directors (Fama
& Jensen, 1983). According to Gandia (2008) increasing the number of board members improves the capability
of the board in monitoring and controlling management actions. This enhances the transparency and the
disclosure of more information by management. Adam, Almeida, and Ferreira (2005) argue that larger boards
have varied experiences and dispersed opinions. This, in turn, increases their monitoring capacities, and
enhances the firm‘s disclosure policies. Empirical evidence reported by Cheng and Courtenay (2006) suggests
that larger boards tend to be associated to greater levels of information disclosure. It worth noting that the
corporate governance code for publicly listed firms in Jordan, recommends a board with more than five members
and less than fifteen for the industrial and services sectors (Jordan Securities Commission, 2009). However, for
the insurance sector the code recommends a board not less than seven members (Insurance Regulatory
Commission, 2006). The previous discussion leads to the following hypothesis:
H1: There is a significant positive relationship between board size and the level of voluntary disclosure in the
annual reports of Jordanian firms listed on ASE.
2.2.2 Proportion of Non-Executive Directors
Non-executive directors are board members who are not employed by the firm. They are viewed as a control
mechanism as they perform an independent monitoring function (Patelli & Prencipe, 2007). Their presence on
the board could control the agency problem and reduce the information asymmetry between management and
shareholders by providing more voluntary disclosure (Lim, Matolcsy, & Chow, 2007). Recent studies show that
the higher proportion of non-executive directors on boards, the more information they would like to disclose to
outside investors. For example, Ajinkya, Bhojraj, and Sengupta (2005) report that companies with more
non-executive directors are more likely to give a forecast in their annual reports. Cheng and Courtenay (2006)
provide further evidence that firms with a higher proportion of non-executive directors have significantly higher
levels of voluntary disclosure than firms with balanced boards. In Jordan, the Code of Corporate Governance
recommends that at least one third of the board members to be independent (Jordan Securities Commission,
2009). The previous discussion leads to the following hypothesis:
H2: There is a significant positive relationship between the proportion of non-executive board members and the
level of voluntary disclosure in the annual reports of Jordanian firms listed on ASE.
2.2.3 Duality of CEO and Chairman Positions
Duality of CEO and chairman positions means that the person who serves as a chief executive officer (CEO) is
the same person who serves as the chairman of the board of directors. This is a critical aspect of corporate
governance since it may distort the board independence and reduces the effectiveness and efficiency of the board
monitoring and controlling capabilities (Jensen, 1993; Khanchel, 2007). Role duality concentrates the power of
managing business affairs in the hands of a single individual (Ho & Wong, 2001; Gul & Leung, 2004). This may
reduce the quality and quantity of the information disclosed and consequently raises the information
asymmetries problem (Li, Pike, & Haniffa, 2008). According to Finkelstein, Hambrick, and Cannella (2009) the
combination of the role of CEO and chairman is an indicator of CEO power over a board. This suggests that role
duality reduces the board‘s ability to effectively control management, which consequently lowers the level of
disclosure. Empirical results reported by Ho and Wong, (2001); Gul and Leung, (2004); Donnelly and Mulcahy,
(2008) found a significant negative relationship between CEO duality and voluntary disclosure. The previous
69

www.ccsenet.org/ibr

International Business Research

Vol. 7, No. 6; 2014

discussion leads to the following hypothesis:
H3: There is a significant negative relationship between Duality of CEO and chairman positions and the level of
voluntary disclosure in the annual reports of Jordanian firms listed on ASE.
2.2.4 Board Ownership Concentration
Akhtaruddin and Haron (2012) discuss the effect of ownership concentration on voluntary disclosure. They argue
that ownership concentration reflects the influence of the majority shareholders. A major shareholder can acquire
information either through his position as a board member or directly from informal channels. Thus, the need for
additional disclosure decreases when the level of board ownership concentration is high. Chau and Gray (2002)
indicate that wider ownership is positively related to voluntary disclosure. Similar results are reported by other
studies such as: Barako, Hancock, and Izan (2006); Xiao and Yuan (2007); Lim, Matolcsy, and Chow (2007).
The previous discussion leads to the following hypothesis:
H4: There is a significant negative relationship between board ownership concentration and the level of
voluntary disclosure in the annual reports of Jordanian firms listed on ASE.
2.2.5 Institutional Ownership
Institutional investors are viewed as an important governance mechanism. They have greater ability than
scattered investors to monitor management behavior (Shleifer & Vishny, 1997). In addition, they play an
important role in aligning management interests with those of the shareholder (Solomon, 2010). Institutional
investors are very rigorous about the quality and timing of the information they demand (Healy & Palepu, 2001).
Because of the large stake they own in the firm, they have the motivation to monitor the management‘s behavior
(Jensen, 1993). Thus, they can compel management to improve the firm‘s reporting system to meet their
expectations. Empirically, Carson and Simnett (1997) find a significant positive relationship between the
institutional ownership and voluntary disclosure. Similar results are reported by Bushee and Noe (2000), Barako,
Hancock, and Izan (2006). The previous discussion leads to the following hypothesis:
H5: There is a significant positive relationship between institutional ownership and the level of voluntary
disclosure in the annual reports of Jordanian firms listed on ASE.
2.2.6 Foreign Ownership
Several studies investigated the impact of foreign ownership as a governance mechanism, and voluntary
disclosure. They argue that foreign ownership may enhance the firm‘s corporate reporting practices (Singhvi &
Desi, 1971; Leuz, Lambert, & Verrecchia, 2007; Haat, Abdul Rahman, & Mahenthiran, 2008). Due to the
geographical barriers, foreign investors are likely to face a higher level of information asymmetry compared with
their domestic counterparts (Oxelheim & Randoy, 2003). Accordingly, foreign investors tend to invest more in
firms that disclose more information (Mangena & Tauringana, 2007; Bokpin & Isshaq, 2009). To reduce
information asymmetry between foreign and domestic investors, firms are inclined to provide more information
(Mangena & Tauringana, 2007). Singhvi and Desi (1971) argue that the presence of foreign directors on the
board may significantly influence the firm‘s financial reporting system to meet their requirements. Through their
ownership power and voting rights foreign investors may encourage management to disclose more information
(Adam, Almeida, & Ferreira, 2005). Empirically, Haniffa and Cooke (2002) report a significant positive
relationship between foreign ownership and the level of voluntary disclosure. Similar results are reported by
Barako, Hancock, and Izan (2006); Barako (2007); Xiao and Yuan (2007); and Dhouibi and Mamoghli (2013).
The previous discussion leads to the following hypothesis:
H6: There is a positive significant relationship between foreign ownership and the level of voluntary disclosure
in the annual reports of Jordanian firms listed on ASE.
2.2.7 Director‘s Age
Corporate board is responsible for monitoring management decisions and behaviors. Their emphasis is on adding
value through aligning the interests of managements and investors (Fama & Jensen (1983). However, their
effectiveness in playing this role is influenced, amongst other things, by the directors‘ personal characteristics
such as gender, age, education and experience, to name few (Campbell & Minguez-Vera, 2008; Ahern & Dittmar,
2012). Age represents the extent of the individual‘s experience and risk-taking manner (Herrmann & Datta,
2005). Accordingly, it can be assumed that older directors, with their cumulative experience, may have a
substantial impact on the firm‘s performance (Hambrick & Mason, 1984; Reed & Defillippi, 1990). Empirically,
existing evidence does not provide support in favor of older age. Rather, it reports that younger directors
outperform older ones (e.g., Hambrick & Mason, 1984; Sonnenfeld, 2002; Rose, 2005; Nakano & Nguyen,
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2011). One possible explanation is that young directors are more open to change (Hambrick & Mason, 1984) and
new ideas (Zajac & Westphal, 1996). Furthermore, they are more risk-taker, more innovative, and more efficient
in governance oversight (Grimm & Smith, 1991). It worth noting that the Jordanian Companies Law No. 22 of
1997 and its amendments impose a minimum restriction on the age of the board member. According to Article
(147), a board member should be at least 21 years old (Ministry of Industry & Trade, 2010). The previous
discussion leads to the following hypothesis:
H7: There is a significant negative relationship between director‘s age and the level of voluntary disclosure in
the annual reports of Jordanian firms listed on ASE.
2.2.8 Director‘s Gender
Gender diversity has developed to be one of the challenging research issues as the numbers of women in top
management as well as on corporate board increases (Singh, Vinnicombe, & Johnson, 2001). Gender diversity
may benefit the board‘s decision making process. New perceptions are presented, and ideas are mutually
exchanged (Alvarez & McCaffery, 2000). Furthermore, diversity may become a competitive advantage because
it enriches the board‘s knowledge base, creativity and innovation (Watson, Kumar, & Michaelsen, 1993).
Gibbins, Richardson, & Waterhouse, (1992) argue that board gender diversity may explain the disclosure
practices of the firms in their annual reports. Empirical results reported by Huse & Solberg (2006) suggest that
women directors are more interested for meetings than men. Therefore they are more likely to take good
decisions. Adam & Ferriera (2008) report that female directors have strong effect on board input and output.
Furthermore, they have better attendance records than male, and are more likely to join monitoring committees.
Their results suggest that gender-diverse boards allocate more effort to monitoring. The previous discussion
leads to the following hypothesis:
H8: There is a positive significant relationship between director‘s gender and the level of voluntary disclosure in
the annual reports of Jordanian firms listed on ASE.
3. Method
For the purpose of estimating the research model for hypotheses testing, a sample of Jordanian firms listed on the
Amman Stock Exchange at the end of 2012 is selected. Content analysis is used to collect the required data from
the annual reports of the sampled firms. The research model is estimated using OLS method on the
cross-sectional data.
3.1 Sample
The population of the study includes all Jordanian firms listed on ASE. A total of 277 firms were listed on ASE
at the end of 2012 (ASE, 2013). However, the sample of the study includes the firms that meet the following
criteria:
 The firm should be listed on ASE for, at least, five years prior to the study.
 Firms ever going through consolidation, bankruptcy, or reorganization five years prior to the study are
excluded to avoid biased results due to the effect of these events on the type and amount of information
disclosed in their annual reports.
 Firms with unavailable data are excluded.
 Banks are excluded from the current study due to the nature of their business, and their special controlling and
monitoring requirements and regulations.
Applying these criteria resulted in a sample composed of 103 firms. These firms belong to three major sectors as
shown in Table 1. Furthermore, Table 2 shows summary demographic-statistics for the sampled firms.
Table 1. The distribution of the sample on the three sectors
Sector

Number of firms

Percentage

Industrial

47

46%

Service

39

38%

Insurance

17

16%

Total

103

100%

71
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Table 2. Summary demographic statistics for the sampled firms
Sector

Min.

Max

Mean

S.D

Size (JD)

500,000

1,080,000,000

62,000,000

160,000,000

Leverage

0.6

0.71

0.33

20.47

-0.37

0.45

0.03

0.12

ROE

According to Table 2, the sampled firms vary in their size with average total assets of approximately $ 62 million.
On average, these firms have a leverage percentage of approximately 33%. Their profitability measured by the
ROE ranges between -37% and 45%. In addition, the financial statements of almost 40% of these firms are
audited by one of the big-4 auditing firms.
3.2 Variables and Model
3.2.1 Measurement of the Dependent Variable
Voluntary disclosure is the dependent variable in the current study. A refined version of the disclosure index
developed by Lim, Matolcsy, & Chow (2007) is used to measure voluntary disclosure in the annual reports of
Jordanian firms. The refinement process is performed in three stages. Firstly, the index is compared with the
Jordanian financial reporting laws and regulations (the companies‘ law, the instructions of issuing companies
disclosure, accounting and auditing standards, and the corporate governance code for shareholding companies
listed on the ASE). As a result, items that appeared to be mandatory are excluded from the index. Secondly, to
reduce the subjectivity of the index, items are carefully reviewed and checked against the content of the annual
reports of three Jordanian firms from the industrial, service and insurance sectors. Those items that appeared to
be sector-specific are excluded. Thirdly, to keep the index simple, a total of 15 items are selected—amongst the
remaining items—to be included in the final version of the refined index. Variety of item types is carefully
considered during the selection process. Accordingly, the selected items reflect historical and forward looking
information, quantitative and qualitative information, and financial and non-financial information. Lastly, a
group composed of five certified auditors is asked to review and assess the selected items. Their comments and
suggestions are taken into account and the index is modified accordingly. A dichotomous procedure is used to
compute a disclosure score for each firm. Each disclosure item is assigned a score of 1 if it is disclosed and 0 if it
is not disclosed. The voluntary disclosure index is calculated as the total items disclosed by the firm divided by
15 (the maximum possible score for the firm).
3.2.2 Measurement of the Independent and Control Variables
Board composition is the independent variable in the current study. It includes the following perspectives: board
size, board independence, board ownership concentration, institutional ownership, foreign ownership, director‘s
age, and gender. Following the stream of previous studies, a number of firm characteristics are investigated as
control variables. These include: firm size, firm business sector, financial leverage, profitability, and type of
audit firm. The definitions of these variables are presented in Table 3.
Table 3. The definitions and proxies of the independent variables
Variable

Definition/Proxy

Board size

The number of directors on the board

Board Independence

Measured by two proxies:
- The proportion of non-executive directors to total number of board members
- Duality of CEO and chairman positions (Dummy variable: 1= duality, 0= no duality)

Board ownership concentration

The percentage of shares outstanding held by the board of directors

Institutional ownership

Measured by two proxies:
- Percentage of institutional ownership
- Percentage of directors representing institutional shareholders on the board.

Foreign ownership

Measured by two proxies:
- Percentage of foreign ownership
- The percentage of non-Jordanian directors on the board
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Director‘s age

Average age of directors

Director‘s gender

Percentage of female directors

Firm size

Log of the firm‘s total assets

Firm‘s Business Sector

Dummy variable: 0= insurance sector, 1 = other sectors

Financial leverage

Ratio of non-current liabilities to shareholder‘s equity

Profitability

Return on assets

Audit firm

Dummy variable: 0= Big-4 audit firm, 1= other audit firms

Vol. 7, No. 6; 2014

3.2.3 Model Development
The following model is estimated to examine the relationship between board composition and the level of
voluntary disclosure in the annual reports of Jordanians firms listed on ASE:
𝐷𝐼𝑆𝐶 = 𝛽₀ + 𝛽₁𝐵𝑂𝐷𝑆 + 𝛽₂𝑁𝐸𝑋𝐷 + 𝛽₃𝐷𝑈𝐴𝐿 + 𝛽₄𝐵𝑂𝑊𝑁 + 𝛽₅𝐼𝑁𝑆𝑇 + 𝛽₆𝐹𝑂𝑅𝐺 + 𝛽₇𝐴𝐺𝐸 + 𝛽₈𝐺𝐸𝑁𝐷
+ 𝛽₉𝑆𝐼𝑍𝐸 + 𝛽₁₀𝑆𝐸𝐶𝑇 + 𝛽₁₁𝐹𝐿𝐸𝑉 + 𝛽₁₂𝑃𝑅𝑂𝐹 + 𝛽₁₃𝐴𝑈𝐷𝑇 + ℰ
Where:
DISC

Voluntary disclosure;

BODS

Board size;

NEXD

Proportion of non-executive directors;

DUAL

Duality of CEO and chairman positions;

BOWN

Board ownership concentration;

INST

Institutional ownership;

FORG

Foreign ownership;

AGE

Director‘s age;

GEND

Director‘s gender;

SIZE

Firm size;

SECT

Firm business sector;

FLEV

Firm financial leverage;

PROF

Firm profitability;

AUDT

Auditing firm;

ε
βk

Error term (0, σ2);
Regression coefficients.

3.3 Data Collection
The data needed to carry out the current study are collected from the sampled firms‘ 2012-annual reports as well
as the companies guide for publicly held corporations available at ASE site. Content analysis is used to extract
the required data from the annual reports and the companies guide.
4. Results
4.1 Level of Voluntary Disclosure
Overall, the sampled firms show a moderate level of voluntary disclosure in their annual reports. The voluntary
disclosure ranges between 27% and 86% with an average of 60% (SD= .14). This level is higher than what has
been reported by other studies conducted in different countries such as: Lim, Matolcsy, & Chow (2007);
Clemente & Labat (2009); Yanesari, Gerayli, Ma‘atoofi, & Abadi (2012); Barros, Boubaker, & Hamrouni (2013);
Chakroun (2013); and Uyar, Kilic, & Bayyur (2013). On average, firms disclose voluntarily more financial
information (.72) than strategic (.58) and social responsibility (.49) information. This may be explained by the
quantitative nature of financial information which makes it easily verifiable and thus, more useful for investors
(Bozzolan, Trombetta, & Beretta, 2009). In addition, the result shows a variation in the level of voluntary
disclosure among business sectors. The insurance sector tends to voluntarily disclose more information than the
industrial and service sectors. The average scores for these sectors are 63% (SD= .15), 49% (SD= .13), and 44%
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(SD= .18) respectively. These results imply that there is a room for further improving voluntary disclosure
practices in all categories and business sectors in Jordan.
4.2 Composition of Corporate Boards in Jordanian Firms Listed on ASE
Table 4 shows summary statistics for the boards‘ composition in Jordanian firms. According to the table, the
average board size in Jordanian firms ranges between 5 and 13 directors with an average size of approximately 8
directors. Similar results are found in the industrial and service sectors. However, in the insurance sector the
average board size is approximately 9 directors. The average age of directors is approximately 57 years with the
majority of them (89%) above 40 years old. These members can be described as mature and responsible (1).
Moreover, these boards reflect a male-dominated culture where female directors range between 0 and 3 directors
with an average of 1.3 directors. Overall, female directors in the sampled firms constitute only 5% of the total
directors and belong, only, to the service sector. Non-executive Directors represents 35% to 92% of these boards
with an average of 88%. Duality of the CEO and chairman positions is found in 14% of the boards. Accordingly,
these boards can be described as being highly independent. On the other hand, board ownership concentration is
approximately 53%, with the lowest concentration 40% in the insurance sector and the highest concentration 74%
in the industrial sector. On average, institutional ownership ranges between 1% and 97% with an overall average
of approximately 45%. The directors representing institutional investors constitute 51% of total directors.
Foreign ownership ranges between 0% and 95%, with an overall average of approximately 35%. Furthermore,
the presence of foreign directors on these boards ranges between 0 and 9 directors with an average of 1.17
directors. Overall, foreign directors represent 23% of the total directors in the sampled firms.
Table 4. Summary statistics of corporate boards‘ characteristics in Jordanian firms
Sector

Min.

Max

Mean

S.D

BODS

5

13

8

1.2

NEXD

.35

.92

.88

.16

BOWN

.09

.99

.53

.22

INST

.01

.97

.45

.31

FORG

0

.95

.35

.24

AGE

28

83

57

.94

Female

Male

.05

.95

Combine

Separate

.14

.86

GEND

DUAL

4.3 Board Composition and Voluntary Disclosure
Multiple regression analysis relies upon a number of classical assumptions. Before running the regression
analysis, these assumptions have to be examined. The descriptive analysis presented in sections 3.1 and 4.2
shows dispersion in some independent variables. The appropriate functions are used to transform these variables
in order to reduce their disparity. The result of the bivariate correlation analysis between independent variables
shows that the highest value of the Pearson correlation coefficients (r) is 0.518. This indicates that there is no
apparent evidence on the presence of severe multicollinearity amongst the independent variables (Berry &
Feldman, 1985). A summary of the results of the regression analysis performed on the model is presented in
Table 5.
According to Table 5, the model has an adjusted R2 of 0.276. This means that the model explains almost 28% of
the variation in the voluntary disclosure amongst sampled firms. Furthermore, the high probability of the F
statistic (.000) means that the independent variables are jointly significant in explaining voluntary disclosure in
the annual reports of the sampled firms. The VIF test suggests that the model does not suffer from any
multicollinearity problem where the VIF of all variables ranges between 1.03 and 1.28. On the other hand, the
Breusch-Pagan-Godfrey test is found to be statistically significant (Chi2 = 0.09, ρ = 0.0419). This implies that the
homoskedicity assumption is violated (Gujarati, 2003). Fortunately, Stata 11 corrects the model‘s results to
adjust for hetroskedicity.
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Table 5 shows a positive relationship between the size of the board of directors BODS and the level of voluntary
disclosure. (β=.003, ρ= .874). This means that as more directors are added to the board, its monitoring capacity
increases and thus more voluntary information is disclosed. However, the relationship is found to be insignificant.
Therefore, Hypothesis 1 is not supported. This implies that the quality of the board monitoring is a function of
efficiency rather than size (Uyar, Kilic, & Bayyur, 2013). As explained by John & Senbet (1998) it seems that
the incremental cost of poor communication outweighs the benefit of adding a new director to the board.
Table 5 also shows that the coefficient of NEXE is positive as expected (β=.510). However, statistically, it is
insignificant (ρ= .720). Thus Hypothesis 2 is not supported. This implies that non-executive directors in
Jordanian firms, like in other developing countries, are not truly independent (Barako, Hancock, & Izan, 2006).
They may have strong family, business, or friendship relations with executive directors, which influence their
independency and weaken their monitoring role.
Table 5. Summary of the regression results
Dependent variable: DISC
Final Model1

Independent variables
BODS

.003
(.874)

NEXD

.151
(.720)

DUAL

-.069
(.496)

BOWN

-.299
(.018)**

INST

.067
(.539)

FORG

.354
(.004)*

AGE

.685
(.000)*

GEND

.068
(.465)

SIZE

.037
(.250)

SECT

-.162
(.024)**

FLEV

.002
(.896)

PROF

.078
(.781)

AUDT

.052
(.479)

Intercept
Adj R

-.442

2

.286

F sig

.000

VIF

1.03-1.28

Note. Numbers in brackets below the coefficient are the probability levels of significance.
1
Corrected for hetroskedicity.
* Significant at 1%, ** Significant at 5%.
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The table also shows that the coefficient estimate on DUAL is negative (β= .069) but statistically insignificant at
the .5 level (ρ= .496). Therefore, Hypothesis 3 is not supported. This result is consistent with those of Ho &
Wong (2001), Hanifa & Cooke (2002), Eng & Mak (2003), Barako, Hancock, & Izan (2006), Cheng &
Courtenay (2006), Li, Pike, & Haniffa (2008), Yuen, Liu, Zhang, & Lu (2009), Said, Hj Zainuddin, & Haron
(2009) who did not find a significant relationship between duality of CEO/Chairman positions and the level of
disclosure.
Board ownership concentration BOWN has a significant negative relationships with voluntary disclosure (β=
-.299, ρ= .018). This means that under a higher level of ownership concentration less voluntary information is
disclosed. Thus Hypothesis 4 is supported. This finding is in line with what has been reported by other empirical
studies (e.g., Eng & Mak, 2003; Ben Ali, Trabelsi, & Summa, 2009; Lakhal, 2007; Abdur Rouf & Al Harun,
2011; Yanesari, Gerayli, Ma‘atoofi, & Abadi, 2012; Chakroun, 2013; Jahmani, 2013). Furthermore, it supports
the argument that the presence of large shareholders encourages ―information retention‖, since they can rely on
internal sources for obtaining information (Banghøj & Plenborg, 2008).
The effect of institutional ownership INST on the level of voluntary disclosure is found to be negative (β= -.067)
and insignificant (ρ= .539). Accordingly, Hypothesis 5 is not supported. The unexpected direction of the
relationship implies that institutional investors in Jordanian firms have no concern in voluntary disclosure either
because they have access to the information in the firm (Chau & Gray, 2002), or because their interest is not
aligned with those of minority investors (Lim, Matolcsy, & Chow, 2007).
Foreign investment FORG is found to be significantly positively associated with voluntary disclosure (β= .354,
ρ= .004). This finding supports Hypothesis 6, and coincides with the empirical evidence reported by Haniffa &
Cooke (2002), Barako, Hancock, & Izan (2006), Barako (2007), Mangena & Turingana (2007), Xiao & Yuan
(2007), Wang, Sewon, & Claibone (2008), Dhouibi & Mamoghli (2013), Chakroun (2013) and Qu, Cooper, Wise,
& Leung (2012). In addition, it is consistent with the argument that firms tend to disclose more information to
reduce the high level of information asymmetry faced by foreign investors (Mangena & Turingana, 2007), and
thus, attract more foreign investments. Furthermore, foreign investors could be effectively monitoring
management and using their voting power to influence them to disclose more information (Adam, Almeida, &
Ferreira, 2005).
The relationship between director‘s age AGE and voluntary disclosure is found to be positive and highly
significant (β= .685, ρ= .000). This means that firms with corporate boards composed of older directors discloses
more voluntary information in their annual reports. Thus, Hypothesis 7 is not supported. According to
Sonnenfeld (2002) age is perceived as an asset since it reflects experience and maturity. Therefore, older
directors are viewed as having more experience, greater independence, and long-term connections that lead to
stronger corporate performance and transparency (Van Ness & Seifert, 2007).
Director‘s gender GEND is found to be positively related to voluntary disclosure (β= .086). This means that the
more female directors on the board, the more information voluntarily disclosed by the firm. However, this
relationship is statistically insignificant (ρ= .465). Thus Hypothesis 8 is not supported.
Turning to the control variables, Table 5 shows that, amongst the 5 control variables, only business sector is
found to be significantly associated with voluntary disclosure (β= -.162, ρ= .024). The negative sign of the
coefficient estimate suggests that insurance firms tend to provide more voluntary information than industrial and
service firms. This result may be attributed to the fact that insurance sector in Jordan is subject to additional
regulation and more severe internal control rules set by the Insurance Commission.
4. Discussion and Concluding Remarks
This study examines the impact of board composition on voluntary disclosure in the annual reports of Jordanian
firms listed on the ASE. Multivariate regression is used to analyze the data collected from 103 firms listed on
ASE at the end of 2012. The study also controls for those determinants of voluntary disclosure which have
previously been documented in the literature.
Overall, the results of the study provides theoretical and practical implications on the importance of the board of
directors and voluntary disclosure as control mechanisms for aligning the interests of management and share
holders in order to mitigate the effect of the information asymmetries and agency problems. First, the study
shows a moderate level of voluntary disclosure in the annual reports of Jordanian firms. This result provides
additional evidence for Jordanian regulators that there is a room for further improving voluntary disclosure
practices in Jordan. The amount of voluntary information disclosed by Jordanian firms in their annual reports
varies according to the firm‘s business sector. Insurance firms tend to disclose more voluntary information than
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industrial and services firms. This may be attributed to the extensive monitoring and regulations imposed on the
insurance sector not only by Jordan Securities Commission, but also by the Insurance Regulatory Commission.
Furthermore, corporate governance code for insurance firms came into effect three years earlier than the code for
the industrial and service firms. In addition, the nature of the insurance business that may be associated to higher
risk may explain the higher level of voluntary information disclosed by insurance firms. Second, in line with the
agency theory predictions, the study finds that Jordanian firms with a high-level of board ownership
concentration tend to keep the level of voluntary disclosure low. This implies that corporate boards in Jordanian
firms (controlling shareholders) are practicing what is called ―information retention‖ to confiscate minority
shareholders and make personal benefits. Therefore, Jordanian regulators need to protect the right of minority
shareholders in obtaining information in order to reduce the effect of information asymmetries and agency
problems.
Third, the presence of foreign directors on the board seems to influence, positively, the level of voluntary
disclosure in Jordanian firms. This finding reinforces the fact that foreign investors tend to invest more in firms
that disclose more information. Furthermore, it has some implications for Jordanian firms and Jordanian
regulators. For example, firms seeking to attract foreign investments may need to improve the quality of their
reporting systems. Regulators can help these firms by providing guidelines for appropriate voluntary disclosure
practices. Fourth, the proportion of the old directors on the boards in Jordanian firms is very high and is
significantly associated with a higher level of voluntary disclosure. It seems that the rich skills, greater
experience, and long-term connections of these directors contribute to improving information transparency in
Jordanian firms.
5. Limitations and Future Research Opportunities
The study has some limitations. Therefore, the results should be interpreted cautiously. First, the scope of the
study is limited to the publicly listed firms in the industrial, service and insurance sectors which may not
represent other firms such as banks. Thus, samples in future studies need to be expanded to include these firms.
Additionally, the study focuses on Jordanian firms only. Therefore, conclusions drawn from this study cannot
necessarily be applied to other countries. Future studies may focus on new countries. In addition, cross-country
comparative studies can reveal interesting results on the differences in the determinants of voluntary disclosure
level amongst different countries. Second, the study is based on a cross-sectional data set. In this way its findings
relate to voluntary disclosure practices at a specific point in time. However, disclosure practices tend to change
over time. Accordingly, different results may be obtained if another time-frame has been chosen. Therefore, the
use of longitudinal data may reveal more reliable insights and trends into the determinants of voluntary
disclosure. Moreover, the model in the current study implies several causal relations between the variables.
However, a cross-sectional design does not allow testing causality directly. Thus, claims of causality are based
on theoretical arguments. Third, the study focuses, only, on one channel for voluntary disclosure, that is; the
annual reports. Future studies may consider other channels for disclosing information such as interim reports,
firm‘s web page, the social media, and the press. The study investigates the influence of eight variables, only, on
the level of voluntary disclosure. Therefore, future studies may consider other variables such as firm‘s culture,
family directors on the board, audit committee, directors‘ education, experience, and knowledge. Furthermore,
alternative proxies for measuring the independent variables as well as the dependent variable may be used.
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Note
Note 1. There is a reference in Islam and other beliefs that 40 is the age of maturity and responsibility. For
example, it is reported by many scholars that most prophets and messengers received their first revelation from
Allah at the age of forty (Assoyotee, 1982). Furthermore, The Holy Qura‘an in Surat Al-ahqaf (verse 15), refers
to 40 as the age of responsibility, that being when the human reaches full maturity. The translation of verse 15:
―And We have enjoined upon man, to his parents, good treatment. His mother carried him with hardship and
gave birth to him with hardship, and his gestation and weaning [period] is thirty months. He grows until, when
he reaches maturity and reaches the age of forty years, he says, My Lord, enable me to be grateful for Your favor
which You have bestowed upon me and upon my parents and to work righteousness of which You will approve
and make righteous for me my offspring. Indeed, I have repented to you‖.
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