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Financial reporting quality, as one of the key pillars of transparency in capital markets,
plays a critical role in reducing information asymmetry and enhancing market efficiency.
This study employs an ordered logit regression model to investigate the determinants of
financial reporting quality ratings in companies listed on the Tehran Stock Exchange over
the period 2018-2024 (1397-1403 SH). The sample consists of 125 firms from the
petrochemical, banking, automotive, and basic metals industries, selected through
purposive sampling. The dependent variable is a composite index of two criteria:
timeliness (the time lag between the fiscal year-end and the release of the audit report)
and transparency (the number of voluntary disclosure items in the notes to the financial
statements). The two criteria are normalized using the min—max method and combined as
a simple average, yielding a score between 0 and 1. The accuracy criterion was excluded
because the mandatory disclosure of earnings forecasts was abolished in the second half
of 1396 SH (2017-2018). Based on numerical thresholds (below 0.40 = low, 0.40 to 0.70
= medium, and 0.70 and above = high), the dependent variable is classified into three
ordinal levels. The independent variables are firm size (natural logarithm of total assets),
board independence (proportion of non-executive directors), and market competition
(Herfindahl-Hirschman Index), and the control variables are financial leverage,
profitability, auditor size, and industry type. The main model was estimated in Stata, and
the complementary ordered probit model and robustness checks were carried out in R.
The results indicate that firm size, board independence, and market competition
significantly increase the likelihood of firms being in higher reporting quality categories.
Larger firms, benefiting from greater resources and stricter oversight, provide more
transparent reports; board independence mitigates conflicts of interest; and market
competition encourages voluntary disclosure. The negative effect of the banking industry
is likely attributable to regulatory complexities. The ordered probit model, with a pseudo
R? of 0.245, confirms the robustness of the findings. These results are consistent with
agency and signaling theories and provide a basis for policymaking and enhancing
investor confidence in Iran’s capital market.
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