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Abstract: The aim of this study was to investigate the effect of
environmental reporting and future information on the spillover of
return volatility risk. The present study is applied in terms of purpose
and descriptive and post-event in terms of method. The statistical
population of this study is companies listed on the Tehran Stock
Exchange. In order to select the research sample, the systematic
exclusion sampling method was used. The selected sample was 181
companies in the period 1402-1398, based on the determined
indicators. Eviews econometric software was used to analyze the data.
The results showed that environmental reporting disclosure had a
significant effect on return volatility with a value of 0.4487, which is
greater than the error level of 0.05 and indicates non-significance.
Also, the effect of future information disclosure on the return volatility
variable was calculated to be 0.0246970 and the t-statistic of the test
was -2.930275, which, considering the significant value of 0.0035,
which is smaller than the error level of 0.05, there is a 95% probability
that future information disclosure has a negative and significant effect
on return volatility. The coefficient of influence of environmental
reporting disclosure on risk spillover was obtained as -5.110544 and
the t-statistic was -8.200955, showing that environmental reporting
disclosure has a negative and significant effect on risk spillover.
Finally, future information disclosure on risk spillover was examined,
and the coefficient of influence of future information disclosure on the
risk spillover variable was obtained as -0.025938 and the t-statistic was
-0.686384. Therefore, it can be said that future information disclosure
does not have a significant effect on risk spillover.
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Extended Abstract

Introduction

In modern economic conditions, an important role is given to the concept of sustainable
development, which assumes the development of an organization based on a balance between
solving social and economic problems and preserving the environment. Its use is manifested in the
integration of sustainable development principles into its business models, followed by the
disclosure of information regarding its contribution to value creation and the achievement of
sustainable development goals in an integrated report. Due to the increasing dynamism and
uncertainty of the external environment, organizations need to formulate a vision-based strategy
and understand their mission, taking into account the risks of not achieving the goals set in the
strategy, in order to face new related challenges.

. Disclosure of environmental accounting data enables the public to understand the organization's
position on environmental protection and to examine how the organization addresses
environmental issues. In addition, a proper understanding of environmental costs and knowledge
of the environmental performance of manufacturing processes and products can improve product
costing and pricing and help companies design processes and products that are more
environmentally friendly. Therefore, attention to environmental issues by developed countries is
one of the most important programs of companies in the field of environmental accounting, if This
issue has not received much attention in developing countries and has increased the vulnerability
of the environment due to the activities of organizations (Azizi et al., 2019).

In addition, organizations must establish a risk management system as well as an internal control
system, the functioning of which aims to ensure financial stability, effective economic activity,
compliance with current legislation, reliability of reporting and disclosure of information to
stakeholders. Disclosure of information related to risks in reporting depends on the specific type
of report (financial and non-financial (social, environmental, sustainable development, strategic,
integrated, ...) as well as on legal requirements and current orientations and stakeholders'
information needs in a competitive context. Stakeholders are able to make a more balanced
assessment of organizations' activities based on information about the risks that these
organizations manage to achieve sustainable development goals from a corporate social
responsibility perspective and how this affects the organization's value creation process

It can be argued that integrated reporting, as well as the aspects of corporate social responsibility
reflected in it, considered by stakeholder theory, are the result of the interaction between
organizations and stakeholders (Spallini et al., 2021). Sharing the approach of Hasted and Allen
(2000) regarding the fact that incorporating corporate social responsibility (CSR) into corporate
management creates long-term value (Crane et al., 2014) for stakeholders (Catino et al., 2019;
Unerman et al., 2018), It should be noted that the disclosure of information related to risks and
their management also aims to increase the value of the organization, which is manifested in the
growth of financial, natural, social, intellectual, productive capital, without which it is impossible
to achieve sustainable development goals.

Processes to improve disclosure in reporting by international organizations are initiated based on
the information needs of stakeholders. In addition, international organizations themselves are
undergoing significant changes. In this regard, the importance and necessity can be stated in
several ways. First, it is expected that by conducting the present study, new theoretical foundations
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and new results will be presented in line with the research topic. It is also expected that the research
results can help managers, investors, shareholders, and other users of financial statements.

Case Study
The statistical population was companies listed on the Tehran Stock Exchange.

Theoretical framework

The theoretical framework of the present research is based on a combination of fundamental
theories in the field of accounting, which explain the impact of financial and non-financial
reporting, such as: Agency Theory, Accountability Theory, Signaling Theory.

Each of these theories, from a specific perspective, strengthens the research hypotheses and
contributes to the improvement of the quality of the information presented.

1. Agency Theory

Based on agency theory, due to the existence of conflicts of interest between managers (agents)
and owners, there is always the possibility of opportunistic behaviors and concealment. In such
conditions, providing transparent, accurate, and reliable reports can lead to the reduction of these
conflicts and the increase of owners’ trust.

2. Accountability Theory

According to accountability theory, organizations are not merely accountable for financial results,
but are also responsible to society, the environment, employees, customers, and other stakeholders.
In this regard, non-financial reporting, as a tool for social and environmental accountability, has
growing importance and can collect, process, and present non-financial information related to
social performance, sustainability, organizational ethics, and human resources. This increases
transparency, strengthens responsibility, and enhances the level of accountability of the
organization.

3. Signaling Theory

Signaling theory was first introduced by Spence (1973), and states that in conditions of asymmetric
information, actors possessing superior information (such as companies) can present a positive
image of themselves through sending credible signals. These signals are effective when they have
three characteristics: observable, costly, and credible.

In relation to the present research, they can be considered as positive signals from the company.
For example:

Transparency in financial and non-financial reports is a signal of the company’s ability,
competence, and financial soundness to investors; and the publication of credible non-financial
reports (such as environmental performance) indicates the organization’s sustainability,
responsibility, and long-term vision.

Methodology
The purpose of this research is to examine the impact of the environment and future information
on risk. In this research, risk refers to adverse risk and entropy of financial statements.
The research hypotheses include:
e Hypothesis 1: Environmental reporting disclosure has a negative and significant effect on
adverse risk

e Hypothesis 2: Disclosure of future information has a negative and significant effect on
adverse risk



Management and Sustainable Development Studies, 5(2): 45-62, Summer 2025 48

e Hypothesis 3: Environmental disclosure has a negative and significant effect on the
entropy of financial statements.

e Hypothesis 4: Disclosure of future information has a negative and significant effect on
the entropy of financial statements.

Based on the above assumptions, information related to 181 companies admitted to the securities
market during the period 2019-2023 has been collected. The collected data has been analyzed with
Excel software and calculated with Eviews software.

Discussion and Results

The results showed that environmental reporting disclosure had a significant effect on return
volatility of 0.4487, which was greater than the error level of 0.05 and indicated a lack of
significance. The effect of future information disclosure on return volatility was calculated to be
0.0246970, and the t-statistic of the test was -2.930275, which, considering the significance level
of 0.0035, which is smaller than 0.05, therefore, future information disclosure has a negative and
significant effect on return volatility. The coefficient of the effect of environmental reporting
disclosure on risk spillover was obtained with a value of -5.110544 and a t-statistic of -8.200955,
indicating that environmental reporting disclosure has a negative and significant effect on risk
spillover. Finally, the coefficient of influence of future information disclosure on the risk spillover
variable was -0.025938 and the t-test statistic was -0.686384, so it can be said that future
information disclosure does not have a significant effect on risk spillover.

Conclusion

The results show that with a probability of 95%, environmental disclosure has a negative
and significant effect on adverse risk. Also, the coefficient of influence of future
information disclosure on the adverse risk variable is greater than the 5% error level,
indicating non-significance. Therefore, it can be said that disclosure of future information
does not have a significant effect on adverse risk. Finally, the results of the coefficient of
influence of environmental reporting disclosure and disclosure of future information on
the entropy variable have a negative and significant effect.
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