Securities & Exchange Organization, Research, Development & Islamic Studies (RDIS)
Journal of Securities and Exchange, Winter 2025, V. 18, No.72, pp. 301-336

Examination of the Sustainability Risk Disclosure in
Annual Reports of Firms: Meta - Synthesis Approach!

Najmeh Koohi’, Akram Taftiyan®, Nasim Shahmoradi*

Receive Date:28 February 2025 Revise Date: 24 December 2025
Accept Date: 27 December 2025 Publish Date: 27 December 2025

Research Paper

Highlights
e Sustainability risk disclosure drivers identified via meta-synthesis of 33 studies.
e 57 codes, 12 components, 3 dimensions (social, environmental, ethical).
e Circular economy practices rank highest in disclosure drivers.

Abstract

The present study has examined the disclosure of sustainability risk in
companies' annual reports. The present study was conducted using the meta-
synthesis qualitative research method. The meta-synthesis method has
systematically evaluated and analyzed the results and findings of previous studies
using the seven steps of Sandelowski and Barroso's (2007) method. The statistical
population is research published in domestic and foreign databases, which resulted
in a total of 33 articles. Using the quantitative Shannon entropy method, based on
the content analysis approach, the effect coefficients of the identified components
in the finalized studies were determined. The findings indicate that the data are
classified into 57 primary codes, 12 components, and 3 dimensions. Among the
identified components, reuse of substandard products in semi-finished parts by
reworking or converting into compounds, collection and separation of recyclable
waste, and replacement with clean energy such as solar energy are more important
than other components.: By comprehensively examining sustainability risk
disclosure in company annual reports, this study provides users of the research
results with a new perspective on examining the sustainability risk disclosure
pattern and improves stakeholders' awareness of this type of disclosure.
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Introduction

A sustainability risk report is a key tool for providing stakeholders with
the information necessary to assess a company's operations. For a company
to be considered sustainable, three conditions must be met. First, it must
be economically sound. Second, its operations must have minimal negative
impact on the environment. Third, it must align with the norms and social
expectations of society. Sustainability risk disclosure in corporate annual
reports refers to corporate practices where companies report risks
associated with their sustainability practices in their annual financial
disclosures. This reporting is increasingly recognized as a crucial
component of corporate transparency and accountability, driven by the
growing importance of environmental, social, and governance factors
among investors, regulators, and consumers. The shift from voluntary to
mandatory  sustainability disclosure, exemplified by regulatory
frameworks such as the European Union's Corporate Sustainability
Reporting Directive, underscores the rising expectation for companies to
transparently articulate their sustainability risks and performance
(Schneider et al; 2025). Notably, sustainability risk disclosure
encompasses various risk categories, including environmental, social,
economic, climate-related, and governance risks. Each category presents
distinct challenges and opportunities for companies, affecting their long-
term resilience and market performance. Companies are now compelled to
comprehensively assess and disclose these risks, as inadequate reporting
can lead to significant reputational damage and potential legal liabilities,
including allegations of green washing.

Methodology
Sampling Procedures

The research population for this meta-synthesis consists of previous
studies published between 2010 and 2024 (or 1394 to 1403 in the Persian
calendar) that were retrieved from reputable domestic and international
scientific databases. Subsequently, the samples were selected based on
criteria relevant to the research question.

Sample Size, Power, and Precision

In this study, the criteria for article inclusion or exclusion comprised
articles published in reputable databases and research employing
qualitative and mixed methods. To ensure the reliability of the research
data, a dual-coder agreement strategy was employed. Following the
identification and determination of the drivers, Shannon's entropy method
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was used to validate the meta-synthesis findings, and the output of the
meta-synthesis method was further validated through expert opinions.

Mixed methods research

For data validation through expert opinions, a questionnaire was
utilized, and to identify the experts, the snowball sampling technique—a
method of purposive sampling—was employed. In this sampling approach,
a few individuals with the desired characteristics are initially identified.
After they complete the questionnaire, they are asked to recommend other
qualified individuals to continue the process, thereby gradually increasing
the number of respondents (Mansouri Mohammadabadi et al; 2024).
Accordingly, a survey was conducted with 29 experts to comprehensively
categorize the conceptual codes. The selection of experts was based on
their specialization, experience, and familiarity with the research topic.
Their opinions were used to confirm the components related to the
extracted codes. Consequently, tables containing the codes and
components were provided to them for review and feedback. Furthermore,
given that there are no specific mandatory requirements or standardized
frameworks for preparing sustainability risk disclosure reports in Iran, it is
conceivable that practitioners within the profession may lack sufficient
theoretical mastery of the subject. Therefore, an effort was made to
leverage the insights of specialists with comprehensive theoretical
expertise on the topic. The experts consisted of professors and researchers
who have conducted studies in the fields of financial reporting and capital
markets in recent years, possess at least 15 years of relevant experience in
accounting and finance, and hold a PhD or Master's degree in accounting
or financial management.

Results

Based on the results obtained from the Shannon entropy method, the
relative importance and emphasis placed on the identified codes in
previous research were determined. The findings indicate that the
following drivers are most frequently reported by companies listed on the
stock exchange, ranked from 1 to 5: reusing out-of-specification products
in semi-finished sections through rework or conversion; collecting and
segregating recyclable waste; substituting clean energy sources such as
solar power; conducting daily inspections of electrical equipment to
prevent energy waste; utilizing wastewater for irrigation and cleaning;
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controlling the product lifecycle; and installing pollutant capture systems
at production hall outlets.

Discussion

Indeed, the research findings lend credence to the findings of Kumar (2024)
and Ramadhani and Firmansyah (2022). The results of the analysis of
sustainability risk disclosure drivers reveal that manufacturing companies
systematically prioritize and measure their sustainability risks. The driver
"Reuse of out-of-specification products," with the highest ranking (1), an
importance coefficient of 0.0289, and an uncertainty of -0.1139, clearly
indicates companies' primary focus on optimizing production processes and
reducing waste. This finding is entirely consistent with circular economy theory
and recent field studies (Zhang et al; 2023), which have reported a 15-20%
reduction in operational costs through such practices.

Conclusions

In accordance with the research findings, it is recommended that the
Tehran Stock Exchange establish a standardized framework for disclosing
sustainability risks, encompassing environmental, social, and governance
(ESG) risks. This framework should include both quantitative and
qualitative indicators to enable uniform and transparent reporting by
companies. By adhering to this framework, companies can structure their
annual reports to comprehensively address all sustainability-related risks.
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