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Abstract:

The objective of this study is to develop an institutional theory—based model explaining the determinants of voluntary
disclosure of non-financial information among listed companies. This applied and descriptive—analytical research utilized
panel data from 114 firms listed on the Tehran Stock Exchange over the period 2012—-2021. Fixed-effects panel regression
was employed after conducting the F-Limer and Hausman tests. The dependent variable was the non-financial disclosure
index, while independent variables represented coercive, discretionary, and normative institutional factors. The results
showed that voluntary disclosure of non-financial information is significantly affected by multiple institutional drivers. Among
coercive factors, ownership concentration, institutional ownership, CSR disclosure, audit firm size, and firm size had positive
effects, while management changes had a negative impact. Regarding discretionary factors, audit committee independence,
board independence, and audit quality were positively associated with disclosure. Among normative factors, international
treaty membership, CSR awards, additional global/national certifications, and market-share growth exhibited significant
positive influences. 1ISO 9001 and ISO 14001 certifications showed no significant effect. Across all models, R-squared values
ranged from 0.70 to 0.79, indicating strong explanatory power of institutional mechanisms. The findings demonstrate that
voluntary non-financial disclosure is shaped by an interplay of coercive, normative, and firm-level discretionary institutional
pressures. Enhancing corporate governance structures, strengthening audit quality, and expanding institutional affiliations
can improve transparency. In contrast, some widely adopted standards such as ISO certifications no longer differentiate firms
due to their commoditization.
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Extended Abstract

Introduction

In recent years, the global landscape of corporate reporting has undergone a profound transformation, shifting from a
narrow emphasis on financial information toward a broader, multidimensional reporting paradigm that incorporates
environmental, social, and governance (ESG) disclosures. This shift is driven by increasing institutional, regulatory, and
societal pressures, which have compelled firms to enhance the transparency of their non-financial information. Institutional
theory provides a powerful lens through which to analyze these developments, positing that organizations respond to
coercive, normative, and mimetic pressures in order to secure legitimacy and align with the expectations of stakeholders and
the wider institutional environment (Alvarez-Etxeberria et al., 2023).

Evidence from various jurisdictions demonstrates that regulatory interventions, such as the European Union’s Directive
2014/95/EU, have significantly shaped the evolution of non-financial disclosure practices, elevating both the breadth and the
depth of ESG communication (Agostini et al., 2021). Yet, scholars also observe that these regulatory mechanisms can produce
heterogeneous responses: while some firms improve the substance of their disclosures, others resort to symbolic or
boilerplate reporting that satisfies the formal requirements but contributes little substantive transparency (Aluchna et al.,,
2022).

A parallel stream of research shows that institutional investors—especially those aligned with global responsible
investment movements—play an increasingly influential role in shaping corporate disclosure behavior. As the salience of
investors adhering to the Principles for Responsible Investment (PRI) has grown, companies have intensified their climate-
related and sustainability disclosures in response to normative investor pressures (Azuma & Higashida, 2024). Similarly,
shared institutional ownership has been found to create powerful incentives for enhanced investor-focused transparency,
particularly regarding financially material ESG issues (Schiehll & Kolahgar, 2024).

Cultural, governance, and contextual institutional factors further moderate how companies interpret and respond to
disclosure pressures. For instance, the cultural context embedded in Confucian traditions has been shown to shape firms’
strategic approaches to environmental reporting in East Asian markets (Zhao et al., 2023). Board-level attributes—including
gender diversity, social capital, and independence—also exhibit a strong influence on non-financial reporting behaviors, as
organizations seek to demonstrate conformity with prevailing governance norms and societal expectations (Arafat et al.,
2024; Nicolo et al., 2021).

Institutional and market dynamics are also central to understanding the relationship between ESG practices and firm-level
outcomes. Recent evidence from the United Kingdom highlights that audit quality moderates the link between ESG
performance and the cost of capital, amplifying the benefits associated with enhanced sustainability reporting (Hazaea et al.,
2025). Moreover, firms with more extensive risk disclosure practices tend to experience higher valuation effects,
underscoring the relevance of transparent non-financial communication in capital market environments (lbrahim & Aboud,
2024).

From a global perspective, the ongoing shift toward sustainability-driven corporate reporting has been accompanied by
concerns regarding the comparability and substantive usefulness of non-financial information. Studies examining the
implementation of European non-financial reporting regulations emphasize improvements in comparability but also warn

that mandatory frameworks can inadvertently incentivize generic, less informative disclosures (Breijer et al., 2024; Breijer &
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Orij, 2022). Bibliometric analyses further indicate that the academic discourse around non-financial disclosure is rapidly
expanding, highlighting the increasing complexity and interdisciplinary nature of sustainability reporting research (Diwan &
Sreeraman, 2023).

Similarly, sustainability reporting linked to the United Nations Sustainable Development Goals (SDGs) has grown
significantly, though research suggests that SDG disclosures do not always reflect substantive sustainability performance
(Nicolo, Zanellato, et al., 2024). Longitudinal work on SDG reporting underscores the influence of institutional determinants
as well as potential positive financial implications arising from more extensive SDG integration (Galeazzo et al., 2023).

In developing economies, where institutional environments may be weaker or less mature, governance mechanisms and
ownership structures strongly influence the quality and credibility of non-financial reporting. Firms in such settings often rely
on enhanced disclosure practices to mitigate financial distress risks and strengthen legitimacy in the eyes of investors (Younas
et al., 2021). Regulatory benchmarking also shows that ESG policies differ markedly across countries, reinforcing the need to
understand how institutional pressures shape voluntary disclosure decisions across contexts (Singhania & Saini, 2021).

Technological advancements have also emerged as an enabler of transparency. Novel applications such as blockchain-
based smart contracts integrated with Building Information Modeling (BIM) have demonstrated that digital infrastructures
can improve the accuracy and traceability of contractual and financial information, suggesting broader implications for non-
financial reporting ecosystems (Sigalov et al., 2021).

Overall, the existing literature highlights that voluntary non-financial disclosure is not simply a function of managerial
discretion but a multidimensional construct shaped by institutional pressures, governance mechanisms, cultural attributes,
investor expectations, and technological evolution (Krueger et al., 2023; Liu et al., 2022; Raghunandan & Rajgopal, 2021;
Santamaria et al., 2021). Yet, despite substantial international research, limited empirical evidence exists regarding how these
institutional dynamics influence voluntary non-financial disclosure in emerging markets such as Iran.

Given this gap, the present study aims to develop and empirically test an institutional theory—based model explaining the
drivers of voluntary non-financial information disclosure among companies listed on the Tehran Stock Exchange.

Methods and Materials

This study follows an applied, descriptive—analytical research design. The statistical population consists of all companies
listed on the Tehran Stock Exchange during a ten-year period (2012-2021). A total of 114 firms were selected based on the
availability and completeness of financial and non-financial reporting data.

Panel data models were estimated using fixed-effects regression after applying the F-Limer and Hausman tests to
determine the appropriate estimation method. The dependent variable was the voluntary non-financial disclosure index.
Independent variables were grouped into three institutional categories:

1. Coercive factors (e.g., ownership concentration, institutional ownership, audit firm size).
2. Discretionary/firm-specific factors (e.g., board independence, audit committee independence, audit quality).
3. Normative factors (e.g., international certifications, CSR awards, international treaty memberships).

All analyses were conducted using EViews 9.

Findings

The statistical results confirmed that voluntary disclosure of non-financial information is significantly influenced by

multiple institutional and organizational variables.
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In the first model, ownership concentration, institutional ownership, CSR disclosure, audit firm size, and firm size were
positively associated with higher non-financial disclosure. In contrast, managerial changes had a significant negative effect,
while gender diversity and firm age showed no meaningful impact.

In the second model, audit committee independence, board independence, and audit quality exhibited strong positive
effects on disclosure. Meanwhile, changes in the CEO or board had no significant effect, and non-executive board
membership did not show a meaningful relationship with disclosure levels.

In the third model, international treaty membership, CSR awards, other international certifications, and market share
growth significantly increased voluntary disclosure. However, holding 1ISO 9001 or ISO 14001 certifications did not show any
meaningful impact.

Across the three models, R-squared values ranged between 0.70 and 0.79, indicating strong explanatory power. Durbin—
Watson statistics confirmed the absence of autocorrelation. Overall, the results demonstrate that both internal governance
mechanisms and external institutional pressures substantially shape non-financial disclosure practices among Iranian listed
firms.

Discussion and Conclusion

The findings demonstrate that voluntary non-financial disclosure is strongly shaped by the interplay of institutional
pressures and firm-specific governance characteristics. Companies with more concentrated and institutional ownership
structures appear more inclined to disclose non-financial information, suggesting that monitoring-oriented shareholders
value transparency as a means of reducing information asymmetry. The positive effect of CSR activities and audit-related
variables underscores the role of responsible management practices and governance structures in enhancing disclosure
quality.

The negative effect of managerial turnover indicates that corporate instability can hinder transparency, likely due to
shifting organizational priorities and transitional uncertainty. Meanwhile, normative factors such as international affiliations
and CSR recognition were found to significantly enhance disclosure, illustrating how legitimacy-seeking behavior influences
reporting decisions.

Interestingly, the insignificance of ISO certifications suggests that once such standards become commonplace within
industries, they no longer contribute meaningfully to signaling transparency or differentiated reporting practices.

Overall, the results emphasize that voluntary non-financial disclosure in emerging markets is neither arbitrary nor purely
discretionary; rather, it is embedded in a broader institutional environment that shapes firms’ incentives, constraints, and
legitimacy needs. Strengthening internal corporate governance systems and fostering external institutional support may

therefore play a critical role in advancing sustainable, transparent reporting practices within these contexts.
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