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The Impact of Aggressive and Defensive Strategies in Business
on Transparency of Financial Reporting in the Steel Industry

Meisam Shahverdi *
Mohsen Fattahzadeh™

Abstract

Given the advancements in management science and the intense competition in the business
environment, adopting the right strategy leads to stabilization within the respective industry and gaining
market share. The impact of the chosen strategy on a business can be traced through its financial
information. Financial reports are prepared to meet the needs of various users with differing levels of
awareness regarding the activities of the reporting entity. Therefore, the clarity of financial information
significantly influences investors' investment decisions. This research evaluates the impact of
aggressive and defensive strategies on the transparency of financial reporting in steel industry
companies. A total of 32 companies listed on the Tehran Stock Exchange were analyzed over the period
from 2016 to 2023 using panel data analysis with ordinary least squares (OLS) method. The findings
from hypothesis testing indicate that in both strategies, various variables are related to the transparency
of financial reporting. In defensive and aggressive strategies, operating profit, subsidiary companies,
and financial leverage have a positive relationship with financial reporting transparency, meaning that
increases in these variables lead to enhanced clarity in financial reporting. Conversely, company size
and stock return volatility in defensive strategy, as well as company size and stock return volatility in
aggressive strategy, have a negative relationship with financial reporting transparency, indicating that
increases in these variables result in decreased clarity in financial reporting. These findings suggest that
business strategies can influence the transparency of financial reporting, and selecting an appropriate
strategy can help improve this transparency.
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