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The Relationship between the Managerial Ability and the
Quiality of Risk Disclosure and its Impact on the Value
Relevance for Accounting Information- An Empirical Study
on Listed Firms in the Egyptian Stock Exchange

Abstract:

The study aimed to analyze the relationship between the
managerial ability of managers and quality of the risk disclosure
and its impact on the value relevance for accounting information,
by applying on companies listed on the Egyptian Stock Exchange
during the period (from 2018 to 2020). The management ability
was measured using the Demerjian et al., (2012) model, which
depends on the Data Envelopment Analysis (DEA) method. The
quality of risk disclosure was measured depending on three
indicators; the quantity of risk disclosure, the risk disclosure
coverage for financial and non-financial risks, in addition to the
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qualitative characteristics for accounting information quality
presented by the risk disclosure. Finally, the value relevance for
accounting information was measured depending on the
regression analysis method according to Ohlson (1995) model.

The study concluded that the managerial ability has a
positive and statistically significant relationship with the quality
of risk disclosure, while it has a positive and non-statistically
significant relationship with the value relevance for accounting
information. There is a positive and statistically significant
relationship between the quality of risk disclosure and the value
relevance for accounting information. Finally, there is a positive
and statistically significant relation between the interactive effect
of managerial ability and the quality of risk disclosure on the
value relevance for accounting information.

Accordingly, the study recommends companies to pay
attention to the managerial ability of managers for its positive
impact on the quality of risk disclosure and improving the value
relevance for accounting information. In addition, directing the
attention of authorities responsible for regulating the accounting
and auditing profession on the international and local levels to
provide the guidelines and standards required for organizing the
accounting disclosure on financial and non-financial risks, and
determine the auditor’s responsibilities towards these risks for
improving the quality of this disclosure.
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Keywords: Managerial ability, the quality of risk disclosure, the
quantity of risk disclosure, the risk disclosure coverage, the
qualitative characteristics for the quality of risk disclosure, the
value relevance for accounting information.
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2 e M) ) Lo 5 48 58 IS 8 Dlad Lgie mlad) i ) il a5
sl b ke
bl e Cl.mé‘;ﬂ aga yailad (z

(Characteristics for the quality of risk disclosure)

Chakroun & Hussainey,2014; ) <bul yall e 2l Gadicl)
Aa g laall ZLady) 83 sa (b8 e (Athanasakou & Hussainey,2014
A e slaall b e slaall 33 sl A gill [ailiaddl 81 55 a0 il e e
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