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Introduction

Risk disclosure is vital for informed decision-making, as it ensures that
stakeholders are aware of threats and opportunities affecting a firm’s future
(Miihkinen, 2013). Recent global shocks — notably the 2007—2009 financial crisis,
the European debt crisis, subsequent recessions, and the COVID-19 pandemic —
have underscored deficiencies in how companies identify, monitor, and
communicate risk. These events have revealed gaps in systematic risk monitoring
and reporting, spurring regulators and standard-setters worldwide to demand more
transparent disclosure practices. For example, the Reform and Act, (2010) in the
U.S. requires major financial firms to establish board-level risk committees to
oversee risk assessment and disclosure. In general, prior research indicates that
explicit discussion of risk has become an integral part of annual disclosures,
providing increased transparency and investor confidence in developed markets.
Nonetheless, many studies note that firms in both emerging and developed
economies often disclose minimal risk information — just enough to comply with
regulations or legitimacy expectations — leaving stakeholders concerned about
remaining blind spots. Indeed, Oliveira et al. (2011) observe ongoing issues with
inadequate risk reporting and incomplete transparency, especially in emerging
markets. Motivated by these gaps and Iran’s volatile emerging capital market
context, the present study seeks to develop a comprehensive model (pattern) for
risk disclosure in financial reporting of Tehran Stock Exchange companies,
thereby providing a practical analytical tool to help managers, investors, and
regulators identify and communicate risk more effectively.
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Literature Review

A growing literature has examined risk disclosure in corporate reports. Early
studies (Linsley and Shrives, 2006; Linsley and Lawrence, 2007; Abraham and
Cox, 2007; Hasan et al., 2008) find that risk information in annual reports tends
to be limited in scope and quantity. These authors note that firms often provide
only the minimum risk detail required by law or driven by legitimacy motives.
Linsley and Shrives (2006) also highlight a fundamental challenge in risk
reporting: the ambiguity of the term risk, which generally refers to the distribution
of future outcomes — an inherently uncertain distribution that cannot be known
with certainty. For instance, Cambridge and Oxford dictionaries define risk
simply as the possibility of something bad happening, while Dobler (2008) treats
any information related to that uncertain distribution as risk information.

Other researchers have explored determinants of risk disclosure. Several studies
(Beasley et al., 2008; Pagach and Warr, 2007) find that firms facing high earnings
volatility or financial distress are more likely to adopt enterprise risk management!
and to disclose financial risks. Aliabadi et al. (2013) report that implementing
enterprise risk management tends to reduce managerial risk-taking and improves
risk disclosure processes. However, such evidence mainly comes from developed
markets; empirical studies on risk disclosure in emerging economies remain
scarce. Al-Maghzom et al. (2016) show that many firms aim to provide sufficient
risk information to meet stakeholder demands, yet concerns about inadequate
disclosure persist (Oliveira et al., 2011).

Methodologically, most prior work on risk disclosure has been guantitative or
content-analytic, focusing on disclosure metrics, the quality of risk narratives, and
voluntary versus mandatory disclosures (Abraham and Cox, 2007; Oliveira et al.,
2011; Rajab and Handley Schachler, 2009). For example, Abraham and Cox
(2007) and Amran et al. (2008) examine how companies report various risk
categories, while Lajili and Zéghal (2005) and Mohobbot (2005) explore risk
content in narratives. Overall, the literature generally finds that companies use risk
disclosure to signal compliance with regulations or to bolster their legitimacy, but
often only with minimal detail.

Ibrahim and Hussainey (2019) emphasize that the controversial and complex
nature of risk reporting regulations has generated a rich scholarly debate about
what should be disclosed. They argue that focusing disclosure only on adverse
outcomes can be misleading, as true risk encompasses both potential losses and
gains. Other studies (Hassan and Marston, 2019; Solomon et al., 2000) note that
annual reports alone may be insufficient for full transparency, suggesting the need
for interim reports or alternative channels to convey timely risk information. In
sum, the theoretical framing of this study builds on stakeholder and legitimacy
perspectives: firms disclose risk information to meet the informational needs of
investors, regulators, and other users, but this disclosure is influenced by

1. enterprise risk management (ERM)
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contextual factors (market development, regulations, culture). By integrating
these strands, the current research seeks to address the gap in multi-dimensional,
qualitative models of risk disclosure — especially in emerging markets — that
existing literature has not directly confronted.

Research Methodology

This study adopts an exploratory, qualitative approach to build an inductive model
of risk disclosure. In combining grounded theory with document analysis, the
researchers employed a Delphi-like iterative process. First, they conducted in-
depth, semi-structured interviews with financial and accounting experts to capture
their insights on risk disclosure. Participants were selected via purposive snowball
sampling, targeting professionals with extensive experience in finance,
accounting, auditing, and regulatory roles. In total 11 experts were interviewed (9
initially, plus 2 more to ensure diversity), at which point the researchers judged
that theoretical saturation had been reached. The interviewees included
academics, auditors, and industry practitioners with long tenures, as shown in the
profile table Table (2) of the article.

To complement the interviews, the study also involved extensive document
analysis. The researchers reviewed relevant financial reporting standards,
regulatory guidelines, and prior empirical studies on risk disclosure to ground their
findings in existing knowledge. In sum, data were gathered through expert
interviews and secondary documentation, forming a rich qualitative dataset.

For data analysis, the grounded theory method was explicitly applied. After
transcribing the interviews, the authors performed open coding to identify
meaningful concepts in the responses. Then, through axial coding, these concepts
were grouped into higher-level categories. Finally, selective coding was used to
integrate these categories around a core phenomenon. The article explains that
coding followed the classical three-stage grounded theory process: open coding to
discover concepts, axial coding to relate categories (identifying conditions,
context, strategies, and consequences), and selective coding to synthesize a central
framework. For example, initially separate codes such as risk assessment, risk
identification, and risk management were continuously compared and then
subsumed under the single label risk management through higher-level
abstraction. This iterative coding produced nine main categories (or themes) that
capture the dimensions of risk disclosure in financial reports. The coding process
was facilitated by multiple rounds of expert review to validate the emerging model
structure.

Results

The qualitative analysis yielded a comprehensive taxonomy of factors influencing
risk disclosure, which were integrated into a theoretical model (see Figuer (10) of
the article). In total, nine major categories (themes) of factors were identified:
Environmental factors, Social factors, Regulatory and Legal factors, Accounting
and Audit factors, Risk-related factors, Disclosure-related factors, Organizational
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factors, Educational factors, and Standards-related factors. These nine themes
encompass a broad range of influences on how risks are disclosed.

Crucially, the categories were positioned into the grounded theory paradigm as
follows. Environmental (market conditions, geopolitical risks, natural disasters)
and Social factors (culture, corporate social responsibility practices) emerged as
intervening or contextual conditions that facilitate or constrain disclosure
strategies. Regulatory and Legal factors, Accounting and Audit factors, and
Standards-related factors were identified as causal conditions that give rise to risk
disclosure practices. For instance, events such as regulatory reforms or auditing
requirements create the situations that compel firms to engage in risk reporting.
Educational factors (management’s financial literacy, awareness of risk concepts)
were classified as contextual conditions influencing how strategies are
implemented.

Among the categories, Risk-related factors themselves constitute the central
phenomenon of the model. This central core reflects the firm’s actual risk profile
(magnitude of risk exposures, volatility, types of risk) around which disclosure
decisions revolve. Correspondingly, Organizational factors (such as corporate
governance practices, internal controls, managerial attitudes) were seen as action,
interaction strategies that stem from the central phenomenon. In other words,
organizational responses (like forming a risk committee or adopting ERM
procedures) arise because of the firm’s risk environment.

Finally, Disclosure-related factors were treated as the consequences or outcomes
of the model. These include the actual risk reporting choices, such as the breadth
and depth of information disclosed, the methods of communication, and the timing
of risk reporting. The experts’ input suggested that improvements in any of the
antecedent categories (stronger regulations, better education, supportive
environment) would lead to more comprehensive risk disclosures as captured by
this outcome category. In summary, the model weaves together these elements:
regulatory, accounting, and standard-setting drivers (causes) shape how
organizations (strategies) disclose risk in a given cultural and market context
(intervening, background factors), with the level of disclosure (outcome)
reflecting the firm’s underlying risk profile (central phenomenon).

Discussion and Conclusion

The findings have important implications for multiple stakeholder groups. First,
the breadth of factors identified — environmental, social, educational, auditing,
accounting, risk-specific, disclosure-process, standards, organizational, and
regulatory, legal — highlights that risk disclosure is not merely a checkbox exercise
but a systemic process tied to many dimensions of reporting quality. In particular,
the study underscores that enhanced risk disclosure contributes directly to key
qualitative characteristics of financial reporting such as transparency, validity, and
fairness. For instance, experts in the study noted that environmental factors (like
economic stability or political climate) strongly affect the transparency of
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financial reports; likewise, robust auditing and accounting systems were cited as
vital for ensuring the accuracy of disclosed figures; and management training,
education was linked to fairness in how information is distributed among
stakeholders.

These relationships suggest that improvements in risk disclosure can yield
tangible benefits: higher-quality financial reports, better informed investors, and
more trust in corporate communications. The authors conclude that each category
of factors has a positive, significant effect on report quality. For example,
strengthening environmental risk assessment improves overall transparency,
while elevating audit quality boosts report validity. Even organizational culture
and manager education showed positive links with equity and fairness in
disclosure.

Practically, this model provides guidance for companies and regulators. Managers
and boards can use it to identify which areas (legal compliance, staff training, CSR
practices) to target in order to enhance risk reporting. Auditors and standard-
setters can refer to the model when evaluating or prescribing disclosure practices.
Specifically, the study suggests that regulators and supervisory bodies could
develop or update disclosure guidelines to cover not only financial risks but also
related environmental, social, and organizational influences. As the authors note,
the results can aid regulators in drafting risk-disclosure regulations and enable
firms to benchmark and improve their risk reports. In turn, investors and other
stakeholders benefit from increased awareness of a company’s risk status and
from more transparent, consistent reporting that supports better decision-making.
This research makes several contributions. It develops the first empirically
grounded pattern for financial risk disclosure tailored to an emerging market
context, thereby filling a gap in the literature. By combining qualitative interviews
and document analysis, it captures nuanced insights that quantitative studies may
miss. The resulting model elaborates how diverse factors — from macro-
environmental and social conditions to firm-level governance and standards —
interact in shaping risk disclosure. This extends theoretical understanding by
integrating multiple dimensions (causal, contextual, strategic, intervening, and
consequential) into one coherent framework, as opposed to prior fragmented
approaches. The study also informs practice by suggesting a comprehensive set of
disclosure drivers that can serve as a basis for evaluating and improving corporate
reports. Notably, it contributes to the sparse literature on risk reporting in
emerging economies and supports the development of a risk disclosure index
aligned with accounting standards and legal requirements.

Future work should build on this model in several ways. One important direction
is to examine the interplay and coordination among the identified factors: for
example, how regulatory reforms and corporate governance jointly influence
disclosure quality, or how social expectations modulate the effect of audit quality.
Empirical testing of the model in other emerging markets or with larger samples
could validate and refine it. The authors explicitly suggest paying attention to the
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effective interaction and alignment of these factors within organizations to further
enhance reporting performance. Addressing the study’s limitations (such as
expanding the sample and contexts beyond Iran) would also strengthen
generalizability. Overall, implementing and extending this risk-disclosure pattern
holds promise for improving transparency, investor trust, and decision-usefulness
of financial reports, particularly in emerging market settings where enhanced risk
communication is most needed.
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Table (3) concepts and final themes of the qualitative section

o3l @)
b Jelge
oelozrl Jolge
SISl g )l Jalgs
Sy & bgryo Jolgs
oples g g)lulas 4 by Jolse
Lidl & bospo Jelgs
Slojlo Jelge
Sigel Jelgs
b )lbisl &y bgsyo Jolos

—

L > < v & 4 -t =

b dgie & 5 doaslias ] o gltl GlosS 93 e sanlie (1) Jpin 53 & poboglos
Slodds (gandiws Lol dn

o b atilyn 55 25 Sb S5 3 b 1) Jgse 55 aalgin ] oS a5 (slaeilye
ol o 03l LS Al g ladlsie I plas”

ol 0as 020> (L AlBlas &jgods dlgie 5l plS o o8 sladdlge 35 5 sla S

(0) oyl wiliwl 4y bgyyo Jolge

kS slaylailivl whlE pac wuplwe g Gl ol slasyluliwl leilbl slgize 4y azgi pic
(4) Sy g wllo (1) adlylagils

wy Cuas fog wuwlioli L wal)fan )3 35250 DML Slellbl Cud g )8yl 5o cass

(3) wupbu slogilis (1) wlladlga wloylailiwl ]

o R0 35 5 Sy 5128l 5 53 ns il & by e Jolgs (1) S5
Figure (1) Factors related to standards in the risk disclosure pattern in financial reporting
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Figure (3) Organizational factors in the risk disclosure pattern in financial reporting
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Figure (4) Factors related to disclosure in the risk disclosure pattern in financial reporting
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Figure (5) Factors related to accounting and auditing in the risk disclosure pattern in financial
reporting

Sy g canlio bl pd 395 (o plas (aasS Jald & g plu g (gylulus 2 by o Jolge
pv.ﬁ:f cJ.m.m.o u»).:lmo ¢)l§u>'.¢> LY L)")’l“‘) LSJLM] ‘_Swa‘s cu.w)gh» 4$)> P lew
o S Clio 5 8> (el )3 (gete Hlis A it (g plus dieS g (ool
syl Jlo SleMb) oo ) e 63 liabl g ool oS cypas 3 (sl 3o
Sl SSPNF 4 (oges dlotel (il Wl o canlio bl jd 3929 9 (o plus 48> 5 ol
Sy sty 3 S colo 4 ol (e0latdl Sl A8 (KaS ooyl (slod il £li5 |
Olisebl g (o plus S and 53 (st s QA (g0l e Cal 0 g5kae Sl Jole
ol Mt Lais 45 351 s o5l clis ol sl 138 oo i) e (sl jt I35 il §
(sl CandeS (o )3 (gl WieS B (ol g (ol 0jg> 53 el Cold) 4y 329l
&b g Jbo (6,5 )55 4 eges slasel sl 4 wilgs o loladl plaiil aily glofg dng
wigles oS g plus i



\\"\‘)u/Y’o)lo.»)/Wb)s.)/d)lﬁ%l.o)mg‘.;nndlmgﬁw a¥

CHl

(0) Sgy 4 bgy s Jolge

] ] ]
) S (6 My ol (4) By 1S il gz ez Sy ol iy i
] ] ] ] ]

(7) Sy waley! (5) Sy nlio yoslis 24 (4) Sy Cunle (3 Sy ) S bl (2) Saaay 08 3zl malio wogluwlivth

Sl 6)55)55 15 Sy gLl 631 5> Sy 4 by Jolge () JSi
Figure (6) Factors related to risk in the risk disclosure pattern in financial reporting

Sty (21 1Sy culio (a3l 395 Sy Copde Jols &S Sy 4 by Joloe
eplie g oSy b plsll Sy 01Sbn] plie (plolid (S cunle « Sy ololi
5 Sy Jo iy o5 s Sy G101 I3l 229 s (S o Sy oS S5 o]
bglejlo 3,8las d9i 5 Chbbre b dgzlye )3 (Sl jlue (i it Sty Jlie (2351
Om g Sy (b))l g (alolid «Sun) Co e oS am3 oo LIS gl I Jols ol )l
pie 5 il pealie 5 oS, b ol pae 5)0)8 5 (0L el S Sy 2280l plie
Sy Al S5 0Ll 39 yomie Say) Cup o )3 (g OISUe & SilgF o0 Sty ol iy yo5
dil) ol 53 A8 S8 S Copdo AT S0t 5 Uit 4 BP0 Sy 00 e
ORIBl a8 Ny s 4 ead oLl Glacis ) g Cins blE ada gl ub bl
L agalse can opde OMoled Do 5 cunlio glayadlis ool « Sy Copie ) (sliailys
LS S8 e Sy ol
]

(0} )38 505 5 wiyliai Jolge

AN

Wl slaoly ¢lsle S wliyluiliwl g5 55 ML (1) Oljyhs g oilyh jagai syl (1) Slall § Guilgh @ Srinl pic
(6) (1) 6ylylu>

o 65158 50 Sy slidl o1 3 (0 JiSTE 5 )l Jolge (V) S5
Figure (7) Regulatory and legislative factors in the risk disclosure pattern in financial reporting
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Figure (8) Social factors in the risk disclosure pattern in financial reporting
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Figure (9) Environmental factors in the risk disclosure pattern in financial reporting

Ll g STy ol b sl (Slar Jlo slaglon Jols o Jas Jlse
b balypd (oolail ad) 25 (b LM Sy (oldlpe Sy ()55 9 j9uiS (wlow
odlaiwl gus g b yiiie STy ¢ l5L STy 5L S dagyliS cedd o ol )lS Cunlow Slowouas
S a3 g0 s 5l ol 3,Shac 5 (65lly (o 05 s S 53 it 13, Lo
2 gl cp g U a8 S8 bplojle 4 Slg e Jolosnj g Jole cnl 3:85 (o)
(JB oy yd a8 Ol (olaiBl g wlow Sl 5 )5k Sl ¢ Slea b slaylzo boyss p
4 o g Gl b b amd e ) GGl pl ol 4 bele ol s g g blis 5l alS]
Lad ioli8l 1y 0gs  2d5h g Wil Jexe lbbre b agalse 3 045 3 Slee (g5lodinge

55 e i 55 5 ol b led 5 sl ol oxad LS iagsy el Jae
5 oglyel bgy y &S cawldlieshy a ke ol G151 S Jae ol il ool
balpd (laige; lulyd e bulpd sbvcwnd oo ol 058 (00 58 0oLl g0 (ym)e8
ol 00 S ladoly 9 b3l piol ¢ gy90 dlato ¢ Salslie



W Sl GBI 3 Sy glisl 1 a3l

Sk ofsh &S Gimok ey SGF I (r ke Il Se bbb Jae (Al
b o )I8S 50wl Joys  (00b Caedl l laedly 55 o ols (g5l e ka5 )0 .l slisesls
S U8 asidio A58 o e 9 2P W SISy 9 dlsie (sl & S il
Sopllss )5 &) badlgio (g p9t0 (IS )3 S oo S 0AB xS (slodmy Jsbo )3 vl g 498>
Sl g i jS )5S (IS8 5l poes alspo 13 igd o 031> Kigey badlgion; b g wbldgur
bl phgg el Jue

L8l 595 oo Yl 990 & Cunmd Fpale g Doglite ()55 Sbml 1 (ores Gim03 (2l 5
dgie g badely b Saldlio syl glaine; o Jolge yome 7 L Jlo (6 SIS 53 S
23,5 LB s a5l gels g0 4 (g)92e

@l ] a

0) whigel Jolge () pelaisl Jolge (0 wbaimo Jalse

(0) ewplws g §)lulus @ by Jolge
C]e——0]= @]
(0) wiojlor Jalse  (0) S 2w boggo Jolse (0) by liaal @ bogao Jolge
l (0) 8190 g iyl Jalge

@———————»@

(0) Sblgiin shol §1yb il 2940 (0) Lisl e bogyyo Jolge
|

l

@]

0) wdlo iy 5o Sy wliss 3gups
o @R8I 3 Sy gLl (oS (V) S5
Figure (10) Risk disclosure pattern in financial reporting
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