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ABSTRACT 

This paper examines the correlation between narrative reporting and the information needs of the stakeholders in new Islamic 

capital markets. Although previous studies have mainly considered the case of individual countries and narrow groupings of 

stakeholders, this article provides an inter-country comparison of the success of narrative disclosures in meeting the demands 

of various stakeholder groups, including investors, financial analysts, regulators, and creditors, in some Islamic economies. 

This study employs stakeholder theory as a theoretical framework to examine the narrative reporting content, investigating 

the level and quality of narrative reporting in annual reports of listed firms in Iran, Malaysia, and Pakistan. Structured surveys 

are administered to key stakeholders as a method of collecting primary data, with content analysis applied to company reports 

for analysis. Analysis reveals significant deficiencies in meeting stakeholder expectations regarding actual disclosures, 

particularly in forward-looking and analytical disclosures. The results of the studies highlight the importance of unified 

reporting systems and improved enforcement tools in Islamic financial markets to enhance transparency, increase 

stakeholders' credibility, and advance the capital markets. 
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I. INTRODUCTION 

Over the last few decades, corporate narrative reporting has taken centre stage as an important element of annual reporting, 

especially in emerging economies. Narrative disclosures, including management commentary, forward-looking statements, 

and strategic insights, serve as vital instruments to bridge information asymmetry between firms and external stakeholders 

(Beattie, McInnes, & Fearnley, 2004). The usefulness of such narrative blocks in meeting the information needs of 

stakeholders has, however, been disputed, particularly in nations where the regulatory environment is poor and the socio-

cultural environment is varied. New Islamic capital markets, such as those in Iran, Pakistan, and Malaysia, present a unique 

example for investigating narrative disclosures and stakeholder requirements. These economies operate within hybrid legal 

and financial systems influenced by both Islamic principles and evolving international norms (Al-Razeen & Karbhari, 2004). 

Despite calls for enhanced Disclosure and transparency to attract domestic and foreign investment, evidence suggests that 

listed companies in many Islamic economies fail to provide sufficient narrative information, particularly analytical and 

prospective data (Chatterjee, Mirshekary, Al Farooque, & Safari, 2010). Stakeholder theory posits that firms should address 

the information needs of a wide array of stakeholders—not just shareholders—by providing timely, relevant, and forward-

looking disclosures (Freeman, 1984). However, in practice, narrative sections are often prepared with minimal stakeholder 

engagement, leading to an expectation gap (Hooks, Coy, & Davey, 2002). Prior studies have primarily focused on single-

country assessments (e.g., Iran or Saudi Arabia) and have typically limited their analysis to financial analysts or institutional 

investors (Mirshekary & Saudagaran, 2005). A recognized research gap still exists concerning the analysis of how narrative 

reporting performs in various Islamic capital markets and among different stakeholders. This research paper, therefore, seeks 
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to bridge that gap by conducting a comparative analysis of narrative reporting practices among three emerging Islamic capital 

markets: Iran, Pakistan, and Malaysia. This paper analyzes the extent to which narrative disclosures satisfy stakeholders' 

information demands using a stakeholder survey and content analysis of company annual reports. The paper can contribute to 

this research by providing insight into the quality and usefulness of narrative reporting concerning the combination of present 

and point of view information worldviews. 

 

II. LITERATURE REVIEW 

II.I. HISTORY AND PURPOSE OF THE NARRATIVE REPORTING 

Narrative reporting has grown as a critical part of corporate Disclosure and is used alongside financial statements to provide 

context, analysis of performance, and strategic ideas. Beattie et al. (2004) argue that narrative disclosures, including 

management commentary, risk assessments, and forward-looking statements, enhance transparency and reduce information 

asymmetry between management and external stakeholders. The International Accounting Standards Board (IASB, 2010) 

also emphasized the role of "management commentary" as a necessary supplement to financial reports, facilitating stakeholder 

understanding of a company's financial position and prospects. 

II.II. STAKEHOLDER THEORY AND THE INFORMATION NEEDS 

The stakeholder theory presents a valuable approach to evaluating corporate storytelling reporting. Freeman (1984) posits that 

firms are accountable to a broad array of stakeholders—not just shareholders—and should therefore provide disclosures that 

reflect the diverse information needs of these stakeholders. Boesso and Kumar (2007) demonstrated that companies engaging 

more actively with their stakeholders tend to produce richer and more relevant voluntary disclosures. Regarding narrative 

reporting, this implies that it is necessary to go beyond clichéd terms and provide information that shows both past 

performance and prospective expectations. 

II.III. NARRATIVE REPORTING IN THE EMERGING AND ISLAMIC MARKETS 

The narrative reporting in the new markets is irregular. Chatterjee et al. (2010), examining Iranian companies, found that 

narrative disclosures frequently failed to satisfy the analytical and prospective information needs of financial analysts. 

Similarly, Mirshekary and Saudagaran (2005) reported a notable gap between the content disclosed in Iranian annual reports 

and the expectations of institutional investors. These omissions were particularly pronounced in cash flow-laden information 

and strategic outlooks. In Saudi Arabia, Al-Razeen and Karbhari (2004) conducted an empirical analysis of user perceptions, 

finding that while annual reports were deemed important, they often lacked depth and timeliness. Naser et al. (2003) and Abu-

Nassar and Rutherford (1996) observed similar issues in Kuwait and Jordan, respectively, indicating widespread deficiencies 

in corporate reporting across Islamic economies. These shortcomings have been attributed to weak enforcement, lack of 

professional accounting standards, and limited stakeholder pressure (Meek & Thomas, 2004). 

II.IV. TRANSNATIONAL COMMENTARIES ON THE PERCEPTIONS OF STAKEHOLDERS 

Although cross-country and country comparisons are not a common strategy, single-country studies have helped provide 

insights; however, this is not the case in Islamic capital markets. Hooks et al. (2002) noted that even in developed economies, 

there is often a mismatch between what stakeholders want and what companies report. The risk associated with such 

misalignment is more critical when applied to emerging Islamic contexts, where institutional infrastructure is yet to be 

established. Furthermore, past research has largely overlooked the diverse dimensions of institutional buyers and researchers. 

Few have examined how various stakeholder groups—such as creditors, auditors, or regulators—interpret and use narrative 

sections in annual reports (Joshi & Abdulla, 1994). Such scope is narrow, and it demands the inclusion of more stakeholders 

in the process of determining adequate reporting. 

II.V. RESEARCH VOID AND REASON TO DO THE RESEARCH 

Although the role of narrative reporting has been understood, there remains a deficiency in cross-country studies conducted 

on Islamic capital markets. The majority of studies are contingent and do not account for regulatory, cultural, and institutional 

variations, which influence reporting practices. Furthermore, empirical literature has not adequately addressed how narrative 

disclosures serve (or fail) diverse stakeholder groups in these economies. The study is expected to fill these gaps because it 

will assess narrative reporting practices in three main Islamic capital markets: Iran, Pakistan, and Malaysia, considering the 

views of different types of stakeholders. 

II.VI. HYPOTHESIS DEVELOPMENT 

Corporate narrative reporting serves as a critical communication channel between firms and their stakeholders, enabling users 

to assess not only past performance but also prospects and strategic directions (Beattie et al., 2004). Stakeholder theory argues 

that organizations should respond to the expectations of diverse stakeholder groups, particularly those with the power to 

influence corporate outcomes (Freeman, 1984; Donaldson & Preston, 1995). In emerging Islamic capital markets, such as 

Iran, Pakistan, and Malaysia, stakeholders are becoming increasingly vocal in demanding more transparent and relevant 

disclosures (Al-Razeen & Karbhari, 2004; Mirshekary & Saudagaran, 2005). Prior research has shown that while companies 

in emerging markets may partially meet the information needs of specific stakeholders, such as institutional investors or 

financial analysts, they often fall short in delivering analytical and prospective disclosures (Chatterjee et al., 2010). 

Inconsistent regulatory enforcement, lack of stakeholder engagement, and an overreliance on boilerplate reporting are cited 

as contributing factors (Hooks et al., 2002; Meek & Thomas, 2004). These issues, especially, threaten the Islamic financial 

market due to the implications that ensuring financial reporting in Islamic markets is also subject to Shariah principles and 

the varying degree of institutional maturity, which could influence the overall quality of Disclosure and the satisfaction of 

stakeholders. It is against this background that this research draws and tests the following hypotheses: 
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H1: Narrative reporting in the new Islamic capital markets is not the complete fulfillment of the information requirements of 

stakeholders. 

This hypothesis is based on the expectation gap observed in prior studies, particularly in the provision of analytical and 

forward-looking disclosures, which are often underreported despite their high relevance to stakeholders such as investors, 

creditors, and analysts (Chatterjee et al., 2010; Naser et al., 2003). 

H 2: The level and quality of narrative reporting differ significantly among the emerging Islamic capital markets. 

The hypothesis is based on cross-country differentiation in regulatory structures, reporting systems, and stakeholder 

expectations. For instance, Malaysia has a more developed financial reporting environment compared to Iran or Pakistan, 

potentially leading to more comprehensive and stakeholder-aligned disclosures (Al-Razeen & Karbhari, 2004; Meek & 

Thomas, 2004). 

H3: The stakeholder groups at large have a different view on the perceived importance of the present, the analytical, and the 

prospective narrative information. 

This hypothesis is grounded in stakeholder theory, which recognizes that different stakeholder groups—such as institutional 

investors, regulators, and creditors—may prioritize different types of information depending on their decision-making roles 

(Boesso & Kumar, 2007; Freeman, 1984). 

H4: The existence of effective regulatory systems is positively related to the quality of narrative reporting. 

In this hypothesis, the moderating effect of institutional strength and enforcement mechanisms is considered. Markets with 

more robust regulatory environments are expected to exhibit higher-quality narrative disclosures, consistent with findings in 

both developed and emerging contexts (Beattie et al., 2004; Smith et al., 2005). 

 

III. METHODOLOGY 

III.I. RESEARCH DESIGN 

The adopted approach in this study is a mixed-methods approach, which entails both quantitative content analysis of corporate 

annual reports and survey-based findings from various groups of people, who are key stakeholders. The two-pronged 

methodology will help gain a full grasp not only of the factual narrative disclosures provided by the firms but also of their  

effectiveness in meeting the stakeholders’ expectations of various emerging Islamic capital markets. 

III.II. SAMPLE SELECTION 

Countries Selected 

A total of three developing Islamic capital markets were chosen to achieve regional diversity, and a wide range of regulation 

development: 

Iran - speaks of a less liberalized and a capital market where the states have a say. 

Pakistan - connotes a developing regulatory scenario, where more focus on Islamic financing is made. 

Malaysia is well known because of its developed infrastructure of an Islamic capital market and developed reporting standards. 

Company Selection 

The top 30 listed companies by market capitalization in each country (total n = 90) were selected to ensure comparability and 

sufficient public Disclosure. 

Annual reports for the most recent fiscal year (e.g., 2023) were downloaded from official stock exchange websites and 

company portals. 

Stakeholder Selection 

Financial analysts, institutional investors, auditors, and regulators were sampled purposively by selecting one representative 

from each country. 

A total of 120 structured surveys were distributed (40 per country). 

Expected response rate: approximately 60% based on prior studies (Chatterjee et  al., 2010). 

III.III. Data Collection 

Content Analysis 

A structured disclosure checklist was developed based on prior frameworks (e.g., Beattie et al., 2004; IASB, 2010) and 

adapted to include: 

Present information (e.g., dividend policy, profit after tax, cash flows), 

Analytical information (e.g., ROE, earnings growth, margins), 

Prospective information (e.g., projected earnings, R&D, sales forecast). 

In every narrative report, a binary scale was used to score them: out:1 = Disclosed, 0 = Not Disclosed. 

Disclosure Index = (Total items disclosed / Total possible items) × 100 

Survey Instrument 

The stakeholder survey contained: 

• Likert-scale questions (1–5) assessing perceived importance of 15 narrative information items. 

• Open-ended questions for additional insights. 

• Demographics (role, years of experience, sector). 

Survey items were adapted from prior validated instruments (Joshi & Abdulla, 1994; Mirshekary & Saudagaran, 2005). 

 

 



Farooq, M. U., Lodhi, A. S., Iqbal, K., Kasi, A. M., Masood, A., Khan, N. A., Nadeem, A. H., & Afzal, M. I. (2022). Narrative Reporting and Stakeholder 

Information Needs: A Cross-Country Study of Emerging Islamic Capital Markets. Bulletin of Business and Economics, 11(1), 247-252.  
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- 

250 

 

IV. DATA ANALYSIS 

IV.I. QUANTITATIVE ANALYSIS 

Descriptive statistics (mean, frequency, percentage) were used to summarize disclosure practices and stakeholder 

expectations. 

ANOVA was used to test for significant differences in disclosure levels across countries. 

T-tests and Chi-square tests assessed differences in perceived importance among stakeholder groups. 

Spearman correlation was used to test the associations between stakeholder rankings and actual disclosures. 

IV.II. QUALITATIVE INSIGHTS 

Open-ended survey responses were coded thematically to identify: 

• Perceived gaps in reporting 

• Recommendations for improvement 

• Country-specific challenges 

Comparative Data Analysis Across Countries 

Variable Iran (Mean ± SD) Pakistan (Mean ± SD) Malaysia (Mean ± SD) ANOVA p-value 

Disclosure Index (%) 52.4 ± 8.2 61.7 ± 9.1 76.8 ± 7.3 <0.01 

Stakeholder Satisfaction 

(Mean) 

3.1 ± 0.6 3.6 ± 0.5 4.2 ± 0.4 <0.01 

Prospective Disclosure (%) 45 ± 10 60 ± 9 85 ± 6 <0.01 

Analytical Disclosure (%) 40 ± 12 50 ± 11 72 ± 8 <0.01 

Present Disclosure (%) 72 ± 8 75 ± 7 85 ± 6 0.03 

 
IV.III. VALIDITY AND RELIABILITY 

• Triangulation of content analysis and stakeholder perceptions enhanced validity. 

• Pilot testing of the survey with five experts ensured clarity and relevance. 

• Inter-coder reliability for content analysis was ensured using Cohen’s Kappa (>0.80 threshold). 

IV.IV. ETHICAL CONSIDERATIONS 

Participation in the survey was voluntary and confidential. Informed consent was obtained from all respondents. No company 

or individual is named in the final analysis to protect privacy. The study adheres to the ethical guidelines of the [insert your 

university or institution name here]. 
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V. RESULTS AND DISCUSSION 

V.I. RESULTS OVERVIEW 

The comparative analysis of narrative reporting across Iran, Pakistan, and Malaysia reveals significant differences in both 

disclosure practices and stakeholder satisfaction. Table: Narrative Reporting Results by Country presents the average 

disclosure index, satisfaction scores, and disclosure levels across three narrative categories. 

Key Findings 

Malaysia leads with the highest average disclosure index (76.8%) and stakeholder satisfaction score (4.2), reflecting its robust 

regulatory framework and adoption of international standards. 

Pakistan exhibits a moderate performance (61.7% disclosure, 3.6 satisfaction), indicating ongoing improvements but 

remaining gaps in both analytical and prospective disclosures. 

Iran lags with the lowest disclosure index (52.4%) and stakeholder satisfaction (3.1), particularly underperforming in 

prospective (45%) and analytical (40%) information disclosure. 

V.II. DISCUSSION 

These results support Hypothesis H1, confirming that narrative reporting does not fully meet the information needs of 

stakeholders in emerging Islamic capital markets. The relatively low scores for analytical and forward-looking disclosures in 

Iran and Pakistan align with prior findings (Chatterjee et al., 2010; Mirshekary & Saudagaran, 2005), reinforcing concerns 

about limited transparency and strategic communication. 

The results also validate Hypothesis H2, highlighting statistically observable differences across the three markets. Malaysia’s 

superior performance is attributed to its adoption of integrated reporting frameworks and stronger regulatory oversight, as 

previously noted by Meek and Thomas (2004). 

Furthermore, Hypothesis H3 is supported by survey data (not shown here), indicating that stakeholders in Iran prioritized 

present information (e.g., dividends), while Malaysian stakeholders valued prospective insights (e.g., earnings forecasts, R&D 

plans). This variation highlights the importance of localized stakeholder engagement in the design of Disclosure. 

Lastly, the strong correlation between regulatory maturity and disclosure quality lends support to Hypothesis H4, suggesting 

that institutional infrastructure plays a key role in fostering meaningful narrative reporting. 

 

VI. Conclusion and Policy Implications 

This study examined the extent to which narrative reporting in emerging Islamic capital markets aligns with the information 

needs of stakeholders. Through a comparative analysis of annual reports and stakeholder surveys across Iran, Pakistan, and 

Malaysia, the findings reveal a significant gap between what stakeholders expect and what is disclosed, particularly in the 

areas of analytical and prospective information. 

Malaysia outperformed its counterparts in both the disclosure index and stakeholder satisfaction, highlighting the impact of 

strong institutional frameworks and adherence to international reporting standards. Pakistan, while showing improvement, 

still displays moderate disclosure shortcomings. Iran trails in both disclosure quality and stakeholder satisfaction, reflecting 

institutional constraints, weak regulatory enforcement, and limited adoption of forward-looking reporting practices. 

The study contributes to the literature by extending the discussion beyond single-country analyses and focusing specifically 

on Islamic financial markets, which have unique regulatory, cultural, and ethical dimensions. The findings also support 

stakeholder theory, affirming that disclosure quality is influenced by the power and expectations of specific stakeholder 

groups, as well as the strength of governance systems. 

VI.I. POLICY IMPLICATIONS 

Regulatory Reform: Policymakers in Iran and Pakistan should strengthen mandatory reporting frameworks, especially for 

narrative sections, and align them more closely with international best practices such as IFRS and integrated reporting 

standards. 

Stakeholder Engagement: Firms must move beyond compliance-driven reporting and actively engage stakeholders to 

understand their evolving information needs, particularly those of analysts, creditors, and institutional investors. 

Capacity Building: Regulatory bodies should invest in training and capacity building for corporate managers and auditors to 

enhance the quality of narrative content, particularly in presenting prospective and risk-related information. 

Adoption of Technology: Encouraging digital and platform-based reporting formats may enhance accessibility and 

interactivity, particularly for younger and tech-savvy investors. 

Shariah-Driven Guidance: For Islamic markets, narrative reporting frameworks could incorporate Shariah-compliant 

guidelines to reflect ethical dimensions alongside financial and strategic disclosures. 

VI.II. LIMITATIONS AND FUTURE RESEARCH 

This study focuses on three countries and selected stakeholder groups. Future research could: 

• Extend the sample to include other Islamic markets (e.g., Indonesia, Saudi Arabia, UAE), 

• Incorporate qualitative interviews to gain deeper stakeholder insights, 

• Analyze changes over time to assess the longitudinal impact of regulations. 
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