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Abstract

Based on data of all listed insurance companies in Jordan over
the period of 2008-2018, the study investigates the effect of
chairman of the board of directors (chair) and chief executive
officer (CEO) age variation on risk-taking behavior via different
chair-CEO age variation proxies. Risk-taking behavior is measured
by total risk, a proxy set up on the market’s risk perception. Thus,
the study finds evidence that the chair-CEO age variation tends to
decrease risk-taking practice in Jordan’s insurance companies, only
if a generation gap exists. It doesn’t matter whether the chair or
CEO is older. These results are consistent with Goergen, Limbach,
and Scholz (2015) and Zhou, Kara, and Molyneux (2019). Different
robustness tests (CEO-firm fixed effect, random effect, and
dynamic panel estimation) confirm results. Overall, this study
contributes to corporate governance literature; thus, enhancing
the internal corporate governance mechanism is essential. Finally,
it has a practical implication for stakeholders, policymakers, and
researchers.
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1. INTRODUCTION

Ip, 2017). Empirical studies suggest that members
from the same age generation share the same

Stockholders elect the board of directors (BODs)
to lead the corporation on behalf of them, in which
each BODs has a chair who guides the supervisory
board (Goergen, Limbach, & Scholz, 2015). The BODs
are considered an essential part of the internal
corporate governance mechanism (Fama & Jensen,
1983). The tremendous global financial crisis
of 2007-2009 has shed more light on the unique role
of effective corporate governance in limiting
risk-taking behavior (OECD, 2010).

One of the BODs’ key roles is to hire a chief
executive officer (CEO) with a leading ability (Bhagat,
Bolton, & Subramanian, 2010). Therefore, it is
essential for the chair and the CEO to communicate
and interact with each other. The chair-CEO
relationship can be affected by demographic
variables such as age, education level, working
experience, and gender. To date, the form of optimal
chair-CEO relationship is still not clear.

Age demography affects individuals’ attitudes
and behaviors (Taylor, 1975; Rhodes, 1983; Mak &
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historical and social events, therefore may faceless
communication problems (Wagner, Pfeffer, &
O’Reilly, 1984; Pelled, Eisenhardt, & Xin, 1999), and
subsequently decrease cognitive conflict (Goergen
etal, 2015; Zhou, Kara, & Molyneux, 2019).
Consequently, chair-CEO age variation may lead to
cognitive conflict.

Recently, corporate governance studies
examine BODs’ demographic variables’ effect on
risk-taking behavior and performance (Wang &
Hsu, 2014; Minton, Taillard, & Williamson, 2014;
Dong, Girardone, & Kuo, 2017). However, few
literature studies investigate the chair-CEO
relationship and its effect on risk-taking behaviors
and performance (Goergen et al., 2015; Zhou et al,,
2019) focused on the banking industry.

A small amount of literature studies
the risk-taking behavior of insurance companies
compared to literature for banks. They argued that
insurance companies are thought to be less affected
by conflicts in financial markets. Recent decades
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have witnessed several vital factors that have made
the insurance companies more exposed to risk, such
as the growth of financial derivatives (Baluch,
Mutenga, & Parsons, 2011); the close relationship
between insurance companies and banks (Lehmann &
Hofmann, 2010; Lee, Lin, & Zeng, 2016); and
financial crisis (Rose & Hudgins, 2013).

Stable and a-developed insurance industry is
essential for promoting the stability of financial
markets (Rothstein, 2011), and transferring risk
(Lee, 2013), and more specifically in case of natural
catastrophes (Ward & Zurbruegg, 2000).

This study aims to contribute to corporate
governance literature connected to board diversity
and its significance as a potential driver of
risk-taking behavior, moreover, given the importance
of the Amman Stock Exchange (ASE), in which
foreign investment percentage in one of the largest
in worldwide security exchanges (OECD, 2006).
This study has an important implication for
stakeholders, policymakers, and researchers.

Therefore, this study examines the chair-CEO
relationship and its effect on risk-taking behavior on
Jordan’s insurance companies. Following Goergen
etal. (2015) and Zhou et al. (2019), the study
indicates that the chair-CEO relationship is formed
by age variation. And the study also controls for
other than age variations (gender and education)
and management, BODs, and insurance companies
characteristics. This study is the first to evaluate
the effect of the chair-CEO relationship on risk-taking
behavior in insurance companies in Jordan to
the best of our knowledge. The sample provides
a comprehensive and contemporary period from
2008 to 2018 to reach valid and consistent findings.
Moreover, the study conducted further tests to
confirm the results and control potential
heterogeneity and endogeneity, which are common
corporate governance issues.

The study consists of five sections, apart from

this introduction: Section 2 reviews empirical
literature and hypothesis development. Section 3
provides data and methodology, followed

by the analysis in Section 4. Section 5 provides
the endogeneity and robustness test, and
the conclusion and recommendations are stated
in Section 6.

2. LITERATURE
DEVELOPMENT

REVIEW AND HYPOTHESIS

Agency theory suggests that managers avoid risk
due to reputational and employment risk (Fama,
1980). Meanwhile, management compensation ties to
performance plans; an example of EPS (earning per
share) growth might motivate managers to take
more risk (Jensen & Murphy, 1990). Thus, the BODs
are suggested to encourage managers with incentive
plans and compensation tied to share price
(Jensen & Meckling, 1976).

Manager’s risk-taking behaviors are increased
due to the extensive management incentives.
Moreover, Pathan (2009) and Minton et al. (2014)
argued that large management incentives largely
contributed to the great financial crisis of 2007-2009.
Therefore, Staikouras, Staikouras, and Agoraki (2007),
Andres (2008), and Pathan (2009) suggested that
internal corporate governance mechanisms can
reduce agency problems.
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Pearce and Zahra (1992) introduced board
diversity as a primary internal corporate governance
mechanism. Several literature works have recently
explored the effect of BOD diversity (such as BODs
size, gender, education, and age) on risk-taking
behavior and performance. For instance, researchers
found mixed evidence of BOD size and performance.
Aebi, Sabato, and Schmid (2012) found a positive
impact of BODs size on performance. On the other
hand, Wang, Lu, and Lin (2012) and Liang, Xu, and
Jiraporn (2013) found a negative effect of BODs size
on performance. However, Minton et al. (2014) found
no impact of BODs size on performance. Zhou et al.
(2019) argued that larger boards might decrease
risk-taking behavior, while larger panels may have
a communication problem. Pathan (2009), Wang and
Hsu (2014), and Battaglia and Gallo (2017) found
a positive impact on risk-taking behavior.
Conversely, Erkens, Hung, and Matos (2012) found
a negative effect.

Gender is also suggested to influence firm
performance. Many studies (Erhardt, Werbel, &
Shrader, 2003; Post & Byron, 2015) found positive
evidence of females’ presence on BODs on firms’
risk-taking behavior. In comparison, Nguyen,
Hagendorff, and Eshraghi (2015) found no evidence
of females’ presence on BOD on firms’ risk-taking
behavior.

Education is considered as a significant board
structure that affects a firm’s performance.
For instance, various literature (Koyuncu, Firfiray,
Claes, & Hamori, 2010; Darmadi, 2013; Kokeno &
Muturi, 2016) found positive evidence of
the education level on a firm’s performance.
Differently, Gottesman and Morey (2010) indicate no
evidence of the education level.

One of the most important demographic
variables is age. It is well known that age
demography affects individuals’ investment
attitudes and behaviors (Taylor, 1975; Rhodes, 1983;
Mak & Ip, 2017). It is also known that individuals
become more risk-averse as they get older (Grable,
McGill, & Britt, 2009; Bucciol & Miniaci, 2011).
Consistently, Campbell (2011) indicates that younger
investors invest more in equity instruments.
Similarly, Berger, Kick, and Schaeck (2014) suggest
that firms with younger BODs face higher portfolio
risk. It is also revealed that directors of the same age
generation tend to witness the same historical and
social events, therefore, are more connected (Bantel &
Jackson, 1989; Pelled et al.,, 1999). More recently,
Talavera, Yin, and Zhang (2018) inspect whether
the impact of age BODs diversity on risk-taking
behavior exists in China, where they found
no evidence.

Another prominent attribute is the chair-CEO
relationship. Empirical evidence confirms
the friendship ties of BODs-CEO on a firm’s
performance. Houston, Lee, and Suntheim (2018)
inspected the effect of friendship ties on firms’
performance and found a positive impact.
In contrast, Fahlenbrach and Stulz (2011) and
Fracassi and Tate (2012) inspected the effect of
friendship ties on firms’ performance and found
a negative impact.

Recently, serious attention moved toward
examining the relationship between chair-CEO,
in which it is affected by demographic variables
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such as age, education, working experience, and
gender. To date, the form of optimal chair-CEO
relationship is still not clear. Goergen et al. (2015)
and Zhou et al. (2019) indicated that the chair-CEO
relationship is formed by age variation. Goergen
etal. (2015) examine the impact of chair-CEO
age gap generation on firms’ performance (board
meetings, ROA, and Tobin’s Q) for 172 German firms
from 2005 to 2010. They found a positive impact
of chair-CEO age gap generation on a firm's
performance. Consistently, Zhou et al. (2019)
examined the effect of chair-CEO age gap generation
on banks’ risk-taking behavior (loan-loss reserve,
impaired loan to gross loan, equity risk, and Z-score)
for 100 European banks during the period from
2005 to 2014. They found a negative effect of
chair-CEO age gap generation on risk-taking behavior.

Overall, it can be concluded that there is
scarceness in corporate governance literature related
to demographic variation (especially age) and its
effect on risk-taking behavior. Moreover, most of
the studies so far were conducted for developed
countries, in which there was a lack for MENA
countries, and more specifically for Jordan.

Therefore, this study contributes to filling
the lack of literature by investigating whether
chair-CEO age variation affects risk-taking behavior
in Jordan’s insurance companies from 2008 to 2018.
More specifically, this study is interested in more
considerable age variation (age generation gap).
Hence, the following hypothesis will be tested
(following Goergen et al.,, 2015, and Zhou et al,
2019):

HI: Chair-CEO age gap generation has an effect
on risk-taking behavior in insurance companies
in Jordan.

3. DATA AND METHODOLOGY

The study sample includes all listed insurance
companies except Islamic insurance companies
(Takaful); because they operate differently from
conventional insurance companies'.

Given that, Jordan is a small and developing
country and the insurance industry is relatively
ayoung sector, which limits the final database to
19 insurance companies for the years 2008-2018.

Collecting data was a challenging process, in
which the board of directors’ characteristics data
was carefully and manually collected from annual
reports. Furthermore, insurance companies’ financial
data was collected from the ASE bulletin.

3.1. Study variables

Dependent variables: as for dependent variables,
the study uses real risk to determine whether chair-
CEO age variation affects insurance companies’
risk-taking behavior.

Total risk: this reflects the overall variability in
insurance company stock return.

Following Chakraborty, Gao, and Sheikh (2019)
and Zhou et al. (2019), total risk is measured as

! “Takaful companies are based upon risk-sharing model, where it removes
risk within a particular social group. On the other hand, conventional
insurance companies are based upon risk-transfer model, where it removes
risk for policyholders” (Baker & Simon, 2002, p. 37).
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the standard deviation of the insurance company’s
daily stock return (SR«) for each year:

SRyt =1In (P /Pit-1) 1)
where, P;; is the stock price for insurance company i
and time t.

Chair-CEO age variation: following Goergen
etal. (2015) and Zhou et al. (2019), the study uses
four proxies for chair-CEO age variation:

1. Age difference is calculated by subtracting
CEO age from chair age. Any discrepancy will
indicate the existence of cognitive conflict, no
matter who is older.

2. Age absolute is calculated as the total
amount of age difference used to control whosever
is older.

3. Age squared is calculated as the squared
amount of age difference, which is used to manage
the existence of any non-liner relationship.

4. Age gap generation, according to Strauss-
Howe generation theory (1997), the gap generation
is defined as a gap generation if there is 20 years
or more age difference.

Hence, to consider the generation gap for
chair-CEO, it is set for a dummy variable, which
equals 1 in case the existence of the generation gap
for chair-CEO, and O if not.

Other chair-CEO variation: there are other
factors than age variation that affect cognitive
conflict and communication between chair-CEO.
Thus, it may affect risk-taking behavior. Therefore,
the study uses other than age variation variables to
control chair-CEO variation (Goergen et al.,, 2015;
Zhou et al., 2019; Zhu, Gao, & Tan, 2020). Education
is set for a dummy variable, which equals one if
the chair-CEO has a similar educational background,
and O if not. Gender is set for a dummy variable,
which equals one if the chair-CEO has unlike gender,
and 0 if not.

Management and BODs characteristics: the study
used the most relevant management and board
characteristics that may affect risk-taking behavior.
Board size is calculated as the natural logarithm of
the sum of all BODs members, and it reflects
the strength of the BOD (Pathan, 2009; Goergen et al.,
2015; Field, Lowry, & Mkrtchyan, 2013; Elyasiani &
Zhang, 2015; Zhou et al., 2019). CEO retirement is set
for a dummy variable, which equals 1, in case if
the chair is retired (older than 60 years), and equals
0 if not (Onmali, Galiakhmetova, Molyneux, &
Torluccio, 2016; Zhou et al., 2019).

Insurance companies’ characteristics: moreover,
the study uses a set of firm characteristics to control
their effect on risk-taking behavior. This is Firm size
(Log (total assets:)), following Pathan (2009), Goergen
et al. (2015), and Zhou et al. (2019). Firm activity
is the yearly growth in the gross written premium,
following Shiu (2007), Caporale, Cerrato, and Zhang
(2017); Firm leverage (total equity./total assets:)
(Shiu, 2007; Goergen et al., 2015; Caporale et al.,
2017; Zhou et al., 2019).
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3.2. Empirical methods

The following model is applied to examine the effect
of chair-CEO age variation on risk-taking behavior,
following Goergen et al. (2015) and Zhou et al. (2019).

Total risk;; =
a + [5,Chair — CEO age variation;; +
B, Other chair — CEO variation;; +
B3 Management and BODs characteristics;y +  (2)
Be Insurance companies characteristics;; +
Year dummies + 0; + €

where, Total risk is set as the dependent variable to
measure risk-taking behavior, 0 denotes the fixed
effect of the insurance company i(1,2,...,19)
t(2008,2009,...,2018), and ¢ represents the residual
term.

The study uses a fixed-effect model as
the primary estimator based on balanced panel data,
as for robustness check (see Section 5).

4. RESULTS

4.1. Descriptive statistics

Table 1 reports summary statistics of the study
variables; the first group reports different chair-CEO
age characteristics of insurance companies listed on
ASE from 2008 to 2018. The average age difference
is 12.5 years. They were indicating that in most
Jordanian insurance companies, the chair is older
than the CEO. The average age absolute is 17.6 years.
There is also a generation gap chair-CEO for 38.65%
of insurance companies in Jordan. Thus, 22.7%
of CEOs are older than 60. On the other hand,
the study finds that 43.54% of chairs and CEOs
in Jordanian insurance companies have a different
educational background. Thus, almost all chairs and
CEOs in Jordanian insurance companies are male,
where only 4% of insurance companies in Jordan
have female chair-CEO.

Board of directors characteristics imply that
on average, board size is about 9, indicating that
insurance companies in Jordan comply with
corporate governance law (BOD should consist of
at least 7 members). The mean of the study sample’s
total risk is 0.34; these values are consistent with
the levels of risk reported in Chakraborty et al. (2019).

The average insurance companies’ total assets are
JD 32,125,238. The average growth in gross written
premium is 9.01%, and the average firm leverage
is 40.93%.

4.2. Empirical results

Table 2 reports the regression results estimating
chair-CEO age variation on insurance company
risk-taking behavior. The age variation measures are
employed separately; thus, fixed effects of firm and
year are employed. In columns 1 to 4, regressions
are employed with gender and education variables,
but in columns 5 to 8, regressions are employed
without those variables.

The results indicated a statistically significant
and negative effect of age gap generation on
insurance companies’ total risk at a 5% confidence
level (columns 1 and 5).

On the other hand, there is no statistically
significant effect of age difference on insurance
companies’ total risk (columns 2 and 6). Thus, there
is a statistically significant and negative impact of
age squared on insurance companies’ total risk
at a 10% confidence level (columns 4 and 8).
These results indicate the consistency that only
considerable age variation affects insurance
company risk-taking behavior. Also, it shows
a statistically significant and negative effect of age
absolute on insurance companies’ total risk at a 10%
confidence level (columns 3 and 7). This result
indicates that the sign of the difference is not
essential. Hence, it is irrelevant whether the chair
or CEO is older.

Therefore, the study accepted the hypothesis
that chair-CEO age variations affect Jordan’s
insurance companies’ risk-taking behavior. This
acceptance is due to the chair-CEO cognitive conflict
(as age variation between the chair and CEO
increases, a cognitive conflict may exist), increasing
chair independence (Goergen et al.,, 2015). Hence,
the chair requires more reasonable monitoring of
the CEO’s risk-taking activities (Zhou et al., 2019).
And therefore, it decreases the total risk in
insurance companies.

These results are consistent with Goergen et al.
(2015) and Zhou et al. (2019), where Goergen et al.
(2015) found that chair-CEO age variation positively
affects the bank’s performance. Thus, Zhou et al.
(2019) found that chair-CEO age variation will
assume less risk-taking behavior.

Table 1. Descriptive statistics

Variable | Mean [ SD [ Min Max
Chair-CEO age variation
Age difference (years) 12.50 15.93 -29 44
Age absolute 17.59 9.99 0 44
Age squared 408.99 390.66 0 1936
Age gap generation 0.39 0.49 0 1
Other chair-CEO variation
Education 0.44 0.49 0 1
Gender 0.04 0.20 0 1
Management and BODs characteristics
Board size 8.79 1.53 4 15
CEO retirement 0.23 0.42 0 1
Insurance companies characteristics
Firm size (JD) 32125238 23477273 8027811 110513441
Firm growth (%) 9.09 19.32 -34.07 138.74
Firm leverage (%) 40.93 13.76 9.05 74.42
Total risk 0.34 0.24 0.02 27.8
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Table 2. Firm-fixed effects results

Variable Total risk
a ] 2 ] 3 ] [Z)) 6 ] © 7 (8)
Chair-CEO age variation
Age gap generation 0107+ -0.109*
(-2.12) (-2.17)
. -0.127 -0.137
Age difference 0.73) 0.79)
-0.388* -0.3981*
Age absolute 1.67) (1.73)
Age squared -0.0977* -0.0991*
(-1.70) (-1.75)
Other chair-CEO variation
Education -0.0182 -0.0129 -0.00346 -0.0185
(-0.26) (-0.18) (-0.05) (-0.26)
Gender -0.0313 -0.0374 -0.0545 -0.0398
(-0.25) (-0.30) (-0.44) (-0.32)
Management and BODs characteristics
Board size -0.437 -0.489 -0.507 -0.573 -0.450 -0.495 -0.504 -0.586
(-0.95) (-1.06) (-1.10) (-1.24) (-0.99) (-1.09) (-1.11) (-1.29)
. -0.00491 -0.0129 -0.00327 -0.0144 -0.00384 -0.0126 -0.00274 -0.0155
Retirement
(-0.06) (-0.15) (-0.04) (-0.14) (-0.05) (-0.15) (-0.03) (-0.16)
Insurance companies characteristics
Firm leverage -0.211 -0.306 -0.289 -0.361 -0.203 -0.300 -0.290 -0.353
(-0.83) (-1.25) (-1.17) (-1.47) (-0.81) (-1.25) (-1.20) (-1.46)
Firm size -0.581** -0.565** -0.599** -0.623** -0.612%* -0.594** -0.633** -0.659**
(-2.09) (-2.01) (-2.15) (-2.21) (-2.27) (-2.18) (-2.35) (-2.42)
. 0.00518 0.00536 0.00572 0.00370 0.00584 0.00588 0.00594 0.00435
Firm growth
(0.53) (0.54) (0.58) (0.37) (0.62) (0.61) (0.62) (0.45)
(Fflrm, year) Contained | Contained | Contained | Contained | Contained | Contained | Contained | Contained
ixed effects
No. of obs. 200 200 200 200 200 200 200 200
Within R? 0.278 0.271 0.271 0.261 0.277 0.270 0.270 0.259

Note: ***, ** * indicated statistical significance at 1%, 5%, and 10% level of confidence, respectively.

As for other chair-CEO variations, the study
indicates no statistically significant effect of gender
on insurance companies’ risk-taking behavior. This
result can be explained by the low gender variable,
where only 4% of insurance companies in Jordan
have female chair-CEO. This finding is consistent
with a recent study by Bruna, Dang, Scotto, and
Ammari (2019) who document no effect of gender
on French banks’ risk from 2006 to 2010.
Consistently, Nguyen et al. (2015) and Kilic (2015)
found no evidence of gender on firms’ behavior for
the US and Turkey, respectively. Moreover, this
result is also in regularity with Al-Shammari and Al-
Saidi (2014), who show evidence that gender has no
effect on the performance of all listed Kuwaiti firms.
Similarly, Jhunjhunwala and Mishra (2012)
document no effect of gender on Indian firms’
performance for 2011.

However, it’s inconsistent with Erhardt et al.
(2003), Pathan and Faff (2013), and Post and Byron
(2015), who document evidence that gender affects
banks’ risk-taking behavior.

Similarly, the study indicates no statistically
significant effect of education on insurance
companies’ risk-taking behavior. This result is
consistent with Jalbert, Rao, and Jalbert (2002),
Lindorff and Jonson (2013), and Goergen et al. (2015),
who found evidence that education has no effect on
firms’ performance. Thus, Bhagat et al. (2010)
provide evidence that education did not affect
the long-term firms’ performance, using a sample
of 1,500 US firms during the period of 1992-2007.
Gottesman and Morey (2010) introduce supporting
evidence. They show that education has no effect on
US firms’ performance for the year 2002.

Furthermore, for management and BODs
characteristics, the study indicates no statistically
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significant effect of either BODs size or retirement
on insurance companies’ total risk. This result is
consistent with Cicero, Wintoki, and Yang (2007)
who found evidence that BODs size has no effect on
firms’ performance. Similarly, Topak (2011) provide
evidence that BODs size did not affect the long-run
firms’ performance, using a sample of 122 Turkish
firms during the period of 2004-2009. Thus, Minton
et al. (2014) introduce supporting evidence. They
show that BODs size has no effect on US banks’
performance. This result is also in regularity with
Goergen et al. (2015) and Zhou et al. (2019), who
show evidence that BODs size has no effect on firms’
performance in a vast number of European countries.
On the other hand, it’s inconsistent with Hermalin
and Weisbach (2003) and Pathan (2009), who
document evidence that BODs size affects firms’
risk. As for retirement results, it can be explained by
the low retirement variable, where only 22.7% of
CEOs are older than 60. This result is also in line
with the results of Goergen et al. (2015) and Zhou et
al. (2019).

Finally, and concerning control variables, firm
size is the only variable that indicates a statistically
significant and negative effect on insurance
companies’ total risk. This point out that larger
insurance company has less risk. Thus, this result
agrees with Pathan (2009), Goergen et al. (2015), and
Zhou et al. (2019).

5. ENDOGENEITY AND ROBUSTNESS TEST

Overall, the results reveal that age gap generation
decreases the risk-taking behavior of insurance
companies in Jordan. To confirm the main results,
the study conducted additional tests.

@

NTERPRESS

53



Journal of Governance and Regulation / Volume 10, Issue 1, 2021

Corporate governance research is most likely
addressed with endogeneity issues (Wintoki, Linck, &
Netter, 2012). Therefore, the study addresses
unobserved heterogeneity. The study re-examines
the analysis using the CEO-firm fixed effect (CEO
retirement) (Goergen et al., 2015; Zhou et al., 2019).
Table 3 illustrates and confirms the main results, it
is evident that age gap generation is statistically
significant at a 5% confidence level. This finding
provides evidence that the study results cannot be
referred to as unobserved heterogeneity.

Then, the generalized method of moments
(GMM) is applied, where Wintoki et al. (2012) argue
that traditional fixed effect estimation may lead to

biased results due to endogeneity. Table 4 illustrates
and confirms the main results, it is clearly evident
that age gap generation is statistically significant at
a 1% confidence level. This finding provides evidence
that the study results cannot be referred to as
dynamic endogeneity or negligent variables.

Finally, the study re-examines the analysis
using random effect (Andres, 2008). Table 5
illustrates and confirms the main results, it is
evident that age gap generation is statistically
significant at a 1% confidence level.

Table 3. GMM results

. Total risk
Variabl
ariable ) 18
. -0.847 *** -0.882%**
Total riskt-1 (8.52) 7.95)
Age gap generation 0.170 * 0.197 7
ge gap g (-2.04) (-2.03)
i 0.0257
Education 0.26)
0.0922
Gender 0.69)
CEO and board characteristics Contained Contained
Insurance companies characteristics Yes Yes
No. of obs. 178 178
Arellano-Bond test AR (1) 0.254 0.215
Arellano-Bond test AR (2) 0.148 0.146
Hansen test-identification 0.588 0.436
Diff-in-Hansen test GMM 0.498 0.429
Note: ***, ** * indicated statistical significance at 1%, 5%, and 10% level of confidence, respectively.
Table 4. Unobserved heterogeneity and endogenous results
. Total risk
Variabl
ariable ) 2]
Age gap generation 0.107% -0.109™
ge gap g (-2.12) (-2.17)
. -0.0182
Education 0.26)
-0.0313
Gender 0.25)
CEO and BODs characteristics Yes Yes
Insurance companies characteristics Yes Yes
(CEO-firm, year) Fixed effects Contained Contained
No. of obs. 200 200
Within R? 0.278 0.277
Note: ***, ** * jndicated statistical significance at 1%, 5%, and 10% level of confidence, respectively.
Table 5. Random effects results
. Total risk
Variable
ana 1 @
Age gap generation -0.0437 0.0572"
ge gap g (1.38) (-1.79)
. 0.0678"
Education (2.16)
-0.0328
Gender 0.55)
CEO and BODs characteristics Yes Yes
Insurance companies characteristics Yes Yes
No. of obs. 200 200
Within R? 0.0482 0.0750

Note: ***, ** # indicated statistical significance at 1%, 5%, and 10% level of confidence, respectively.
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6. CONCLUSION

The form of optimal chair-CEO relationship is still
not clear. Therefore, this study attempts to fill
the literature gap by examining the chair-CEO
relationship formed by age variation and how it
affects risk-taking behavior in insurance companies
in Jordan, based on data from all listed insurance
companies over the period of 2008-2018.

The results indicate that the chair-CEO age
variation tends to decrease the risk-taking behavior
of insurance companies in Jordan, only if a generation
gap exists, and it doesn’t matter whether a chair or
CEO is older. Moreover, chair-CEO age variation
tends to increase cognitive conflicts. These results
are robust in a variety of robustness tests.

These findings have important implications to
stakeholders, where they should pay attention to
the demographic variable: age, either when electing

the BODs, or when hiring the CEO. Moreover,
these findings also have important implications
for policymakers, indicating the importance of
introducing  demographic  variation between
the chair and the CEO.

Corporate governance regulations and rules
may have in each country different specific
characteristics, and, given that, these findings only
explain the effect of age variation on the risk-taking
behavior of insurance companies in Jordan, therefore,
these findings cannot explain all companies. Further
and future research in this domain is recommended
by examining the chair-CEO relationship formed by
other variables, such as cultural characteristics.
Moreover, although the insurance industry is
important to be investigated, however, including
more sectors could have been more exploratory.
Thus, investigating other countries, especially in
MENA countries, is recommended.
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