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Abstract:

In financial markets, corporate financial information serves as a vital
resource for investor decision-making and plays a key role in
reflecting economic realities in stock prices. The primary objective of
this research is to design a conceptual model to assess the impact of
financial information on stock price efficiency using the Mutual Effects
Analysis method (MICMAC). Within this framework, key variables
related to the usefulness of financial information were first identified,
and then the relationships among them were analyzed within a
dynamic system. The research population consisted of experts in the
financial and academic fields, and data were collected using the
Delphi technique and content analysis of specialized texts. The
findings indicate that factors such as disclosure transparency,
regulatory complexity, timeliness of information, financial reporting
quality, and political risks have the most significant impact on the
usefulness of financial information and, consequently, on stock price
efficiency. The results demonstrate that enhancing transparency,
standardizing disclosure practices, and considering social values and
beliefs can lead to increased investor trust and improved market
response to information. The proposed model not only provides a
practical tool for analysts and managers but also establishes a suitable
foundation for reforming regulatory policies and developing future
studies in the domain of capital market efficiency.
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Extended Abstract

Introduction

In today's world, financial markets are recognized as a fundamental pillar of the global economy,
where their ability to accurately reflect information directly influences economic decisions and the
optimal allocation of resources. A core issue in financial economics is the study of market
efficiency, specifically concerning the stock market's capacity to absorb and react to new
information. The Efficient Market Hypothesis posits that stock prices instantly and fully reflect all
available information, with price movements occurring only in response to new data.
Consequently, assessing the usefulness of information in the price formation process becomes
paramount. Information, as a key driver of investor behavior, plays a critical role in market
efficiency by facilitating faster and more accurate price adjustments. Empirical studies indicate
that financial markets exhibit varied reactions to different types of information, and these
variations can serve as indicators of market efficiency or inefficiency. Therefore, investigating the
distinct effects of both financial and non-financial information on stock price efficiency can
enhance our understanding of market dynamics and improve investor decision-making processes.
This study aims to examine the effect of information usefulness on stock price efficiency and its
manifestation in market prices. The primary objective is to propose a model for measuring the
impact of financial information on stock price efficiency. The following sections outline the
research problem, its significance and necessity, objectives and questions, target population and
sample, scope, methodology, and key conceptual definitions. Stock trading in Iran has experienced
rapid growth, largely propelled by advancements in information technology. These technological
developments have significantly enhanced transaction processing capabilities within the capital
market, contributing to its accelerated expansion. As a conduit for investment, the capital market
enables individuals to allocate capital with the expectation of future growth. It also functions as a
mechanism that facilitates investment activities. The proliferation of information technology
allows investors to access information more swiftly and comprehensively. In this context, financial
statements published by listed companies and the quality of financial reporting serve as essential
foundations for informed investment decisions, thereby promoting investment efficiency. These
disclosures provide shareholders and the general public with insights into capital market activities.
Information is deemed valuable to investors if there is empirical evidence of its impact on security
prices (Sytros & Morayingzare, 2019).

Case Study

Given the growing significance of financial information in investor decision-making and its role
in enhancing capital market efficiency, this study seeks to develop a systematic model for
measuring the usefulness of financial information, with a focus on its key influencing factors and
resultant effects. Consequently, in addition to enriching the theoretical foundations and extending
the related literature, the research findings are expected to be instrumental at both the policy-
making and implementation levels. They can help clarify the pathway toward improving
disclosure quality, advancing reporting standards, and promoting greater transparency in the
capital market.

Theoretical framework
Financial reports constitute the final product of the financial reporting process. This process
encompasses the creation, assurance, dissemination, and ultimate use of financial information. Its
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scope extends from the initial application of financial reporting standards in report preparation to
the subsequent stages of assurance, dissemination, and utilization by end-users. These users
require high-quality information to make informed judgments and decisions in the capital market,
evaluate contractual agreements, and oversee management performance.

The usefulness of information is synonymous with the concept of "information quality." Financial
reporting quality represents a specific and critical subset of this broader concept. It refers to the
degree to which financial reports faithfully represent the underlying economic reality of a
company (Dyfand & Gang, 2019). If researchers fail to examine the determinants of financial
reporting quality from the users' perspective, their conclusions regarding its economic
consequences may lack validity. Undoubtedly, the quality of financial reporting and its continuous
enhancement are of paramount importance to all stakeholders, including investors, creditors,
customers, suppliers, employees, governments, and society at large. Different user groups,
influenced by their unique experiences and objectives, assign varying weights to the characteristics
of reporting quality. Furthermore, auditors and report preparers may not fully appreciate the
relative importance that users assign to these specific characteristics. These divergent perspectives
are significant, as disagreements over accounting policy choices can often stem from
fundamentally different views on the factors that shape accounting information quality (Nai,
2018).

Methodology

This research is applied in purpose and employs a descriptive-analytical method within a mixed-
methods framework (integrating qualitative and quantitative approaches). The study is focused on
the design and validation of a model to measure the usefulness of financial information in
enhancing stock price efficiency. The statistical population comprises academic experts, financial
managers, auditors, and capital market analysts. Participants were selected using purposive
sampling based on the principle of theoretical saturation. Data were collected from two primary
sources: (a) authoritative domestic and international scientific literature in the fields of financial
reporting and market efficiency, and (b) a three-round Delphi questionnaire administered to
experts to assess the importance and impact of the identified variables. For data analysis, the
relevant indicators and variables were first extracted and refined. Subsequently, the relationships
among these variables were examined using the Structural Interaction Analysis method
(MICMAC). This method facilitates the identification of key variables that are highly influential
(drivers) and those that are highly dependent (outcomes).

Discussion and Results

The research findings indicate that variables associated with the legal and political environment
exert the most significant influence on the usefulness of financial information. Specifically,
regulatory complexity, political risk, and government instability directly impact the quality of
disclosure, transparency, and the reliability of information. Conversely, social values and beliefs
also play a critical role as intangible, informal factors in bolstering public trust in financial
reporting. The results further demonstrate that factors such as information transparency, investor
protection laws, industry-academia collaboration, and management strategies constitute key
variables. In combination, these elements can significantly enhance stock price efficiency. This
underscores the necessity of concurrently addressing structural, institutional, and social factors in
the design of capital market regulatory policies.
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Conclusion

The findings of this research suggest that beyond financial reporting quality, social beliefs
and corporate responsibility also exert a substantial influence on investor confidence and
market behavior—a dimension that has received less attention in the local research
context. The findings demonstrate that the usefulness of financial information is a
multidimensional construct. It cannot be achieved merely through improvements in
accounting quality but requires synergistic alignment with macro-level variables such as
the political environment, legal stability, and social expectations. This conclusion is also
congruent with emerging perspectives in behavioral finance. Overall, the proposed model
can serve as a practical framework for policymakers, managers, and analysts. It illustrates
that enhancing market efficiency necessitates concurrent reforms in legislation, the
promotion of transparency, the strengthening of institutional linkages, and responsiveness
to prevailing social values. Political risk refers to the uncertainty or potential disruptions
arising from government policies, political instability, or direct political intervention. It
can significantly undermine the usefulness of financial information. In high-risk political
environments, companies may adopt a more conservative or opaque approach to financial
disclosure to avoid conflicts with political actors. This behavior can erode stakeholder
trust in financial reports and diminish the information's utility for investors and analysts.
Furthermore, political risk can disrupt supply chains, deter investment, and drive away
foreign capital. Consequently, investors may place less reliance on financial information
for decision-making, anticipating that such data is tainted by underlying political
uncertainties.
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