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Abstract 

Some theories, as agency theory or signalling theory raised the problem related with the 

information asymmetry between the shareholders and the managers. One way of 

reducing this asymmetry is to pressure the companies to disclose more risk-related 

information. In our research we try to determine the risk reporting practices among 

Portuguese non-financial companies. For this purpose a content analysis of 81 

individual and consolidated annual reports, from the year 2005, of Portuguese 

companies listed on the Eurolist Lisbon stock exchange market, and on the un-regulated 

market and not listed companies was made. We concluded that managers, at the time of 

reporting information about risk, adopt strategies of “impression management” 

consistent with the attribution theory. We also conclude that almost all of the 

information disclosed was generic, qualitative and backward-looking, expressing a gap 

between the risk reporting practices and the usefulness of this kind of information. 

Therefore, this study is relevant for risk disclosure regulation. 
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1. Introduction 

With the aim of reducing risk and uncertainty, companies are being under pressure to 

disclosure more information to the market (Cortis, 2000). One way of improving the 

disclosure of financial information could be increasing the disclosure of information 

about risk factors and risk management activities implemented to manage those risks.  

Dobler (2007, p.5) argues that “corporate risk management determines risk reporting in 

two ways. First, risk management provides information for external risk reporting. 

Second, the risk report can be used as an instrument for risk handling” influencing the 

alternative risk reporting choices, its format, or precision, according to the possible 

reactions of the users of the financial statements. This second implication is the base of 

the actual discussion which concerns whether companies should disclose more risk and 

risk management information within their annual reports and the present paper focus on 

this perspective. 

If firms manage risk for reasons that are not transparent to investors, then risk 

disclosures can reduce information asymmetries between managers and investors. 

Because investors cannot observe the risk management activities, any quantitative and 

forward-looking information will be more useful than qualitative and backward-looking 

information in order to assess appropriately the future cash-flows (Zeff and Dyckman, 

1999; Linsmeier et al., 2002). 

In order to know, for the first time, the risk reporting practices of Portuguese companies 

our main research questions are then: what kind of risk and risk management 

information do Portuguese companies disclose? Which companies or industries disclose 

more risk and risk management information? Did they choose to disclose? When they 

disclose risk information do they quantify the amounts of risk they are facing? The 

disclosures are made in a backward-looking perspective or in a forward-looking 

perspective? 

The answer to the research questions will contribute to determine potential gaps 

between risk disclosures and the usefulness of this kind of information for investors 

and, therefore, in the future, to the improvement of risk regulation. 
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The remainder of the paper is organised as follows: Section 2 provides a brief regulatory 

background. Section 3 presents previous literature related to the risk reporting practices 

and describes the development of the hypotheses. Section 4 explains the research design 

which includes a description of the sample selection process, the sample characteristics 

and the methodology adopted. Section 5 gives the main statistical results while Section 

6 discusses the research results and draws some conclusions. 

2. Regulatory Background 

In Portugal there is no standard establishing a holistic treatment for risk and risk 

management disclosures. There are several, but specified disclosure rules for certain 

types of risk factors and risk management policies such as the adjustments and 

provisions contained in the Portuguese Accounting Act, the accounting for future 

contracts covered by the Accounting Directive 17, the segmental reporting stated in 

the Accounting Directive 27, and the environmental issues covered by Accounting 

Directive 29. In the case of listed companies there is the Regulation n.º 7/2001 

amended by the Regulation 11/2003, Regulation 10/2005 and Regulation 3/2006 and 

Recommendations about corporate governance practices issued by the Portuguese 

Stock Exchange Committee. But they merely states the importance of describing the 

existence of a risk management system within the company. 

The Portuguese Companies Code in its article 66º express the need to disclosure the 

main risks and uncertainties the company faced in the management report. In spite of 

being focus on the financial risks, it indicates the need to of disclose other risk 

factors such as environmental or operational risk (related with labour disputes). It 

also suggests that the companies are obliged to disclose information about risk 

management activities related with financial risks. These requirements were the 

result of the adaptation to the Portuguese law of the European Directives 

2001/65/EC, 2003/51/EC, 2004/109/EC and the Recommendation 2001/453/EC. 

In 2002, the European Parliament and the Council adopted the Proposal of Regulation 

(Regulation 1606/2002) of the European Commission regarding the use and adoption of 

International Accounting Standards/ International Financial Reporting Standards 

(IAS/IFRS) within the European Union. This regulation states that for each financial 

year starting at the 1st January 2005, companies whose securities are traded on a 
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regulated market shall prepare their consolidated accounts in accordance with 

International Accounting Standards.  

The international accounting standards refer to risk too. For example, the Conceptual 

Framework and the IAS 1 enforce companies to report about their risks and 

uncertainties and this information can be reported in the management report, in the 

notes or even in the supplementary schedules. Standards such as IAS 32, IAS 39, IFRS 

4 e IFRS 7 establish accounting treatments for financial risks, and IAS 37 deals with 

other kinds of risk factors that could arise from contingent liabilities or contingent 

assets, and allows disclosures omissions when some disclosure is expected to prejudice 

seriously the position of the entity on a dispute with other parties. 

The accounting standards adopted by the sampled companies were: a) companies listed 

on the Eurolist Lisbon stock exchange market adopted the IAS/IFRS; b) companies 

listed on un-regulated markets adopted the Portuguese Accounting Plan; c) the other 

issuers adopted the Portuguese Accounting Plan and some of them the IAS/IFRS. 

To sum up, all regulations are in fact rather vague in treating risk-related information. 

They show a piecemeal approach (Dobler, 2007; Beretta and Bozzolan, 2004) instead of 

a comprehensive approach where there is a consideration of all risk factors faced by the 

company. They neither require risk forecast, nor risk quantifications in terms of 

performance indicators. But the Discussion Paper “Management Commentary” issued 

by IASB in October 2005, might be the answer to this gap of information, in spite of 

being only a discussion paper, its objective relates with the need to provide “other 

financial reporting” (IASB, 2006, p. 11) outside the financial statements, containing 

quantified measures of performance, and making references to “the main trends that are 

likely to affect the entity’s future” (IASB, 2006, p. 19). 

3. Prior Literature, Theoretical Framework and Development of Hypotheses 

3.1. Review of Literature on Risk Reporting Practices 

There are several studies which focus their attention to the disclosure practices in the 

risk and risk management field, using in almost all the cases the content analysis 

methodology.  
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They retain their attention into different kinds of companies: a) non-financial companies 

(Papa, 2007; Kajüter, 2006; Linsley and Shrives, 2006; Combes-Thuélin et al., 2006; 

Lajili and Zéghal, 2005; Linsley and Shrives, 2005; Beretta and Bozzolan, 2004; 

Shrives and Linsley, 2003; Carlon et al., 2003); b) financial companies (Linsley et al., 

2006; Frolov, 2006; BIS, 2001; BIS, 2002; BIS, 2003); c) non-financial and financial 

companies (Korosec and Horvat, 2005; Lajili, 2007; ICAEW, 2005). 

This distinction between non-financial and financial companies is crucial when we talk 

about risk disclosures, because there are substantial differences in risk factors between 

them (Kajüter, 2006; Linsley and Shrives, 2006; Linsley and Shrives, 2005). 

Moreover, because almost of all risk information is voluntary, these studies also 

analyse: a) voluntary risk disclosures (Papa, 2007; Linsley and Shrives, 2005; Lajili and 

Zéghal, 2005; Beretta and Bozzolan, 2004; Carlon et al., 2003, Linsley and Shrives, 

2003); b) mandatory disclosures (Combes-Thuélin et al., 2006; Kajüter, 2006). 

Other studies, are cross-country studies, which try to investigate the level of risk 

disclosure between different countries (Linsley and Shrives, 2003; Linsley et al., 2006). 

3.2. Theoretical Framework 

The disclosure of risk factors and its management can be made either on a mandatory or 

on a voluntary basis. In fact, in many countries the financial reporting on risk are mostly 

voluntary, since the few existing standards are related with specific risk factors, mainly 

financial ones (v.g. financial instruments) (Lajili, 2007; Papa, 2007; Kajüter, 2006).  

Both of these disclosure regimes have advantages and disadvantages and some 

restrictions too (Papa, 2007; Kajuter, 2006; Jorgensen and Kirschenheiter,2003; 

Jorgensen and Kirschenheiter, 2000; Verrechia, 1983). But most managers prefer go 

beyond mandatory requirements and disclose risk information on a voluntary basis 

(Papa, 2007; Linsley and Shrives, 2005; Lajili and Zéghal, 2005; Beretta and Bozzolan, 

2004; Carlon et al., 2003, Shrives and Linsley, 2003). The reasons to do so is quite 

complex and a number of theories have been developed to explain it, such as, agency 

theory (Jensen and Meckling, 1976), the signalling theory (Ross, 1977; Morris, 1987), 

the neo-institutional theory (Olivier, 1991; Fernández-Alles and Valle-Cabrera, 2006), 

the legitimacy theory (Shocker and Sethi, 1974), the stakeholder theory (Freeman, 
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1984), the political costs theory (Watts and Zimmerman, 1986; Birt et al., 2006) and the 

attribution theory (Bettman and Weitz, 1983; Staw et al., 1983, Salancik and Meidl, 

1984; Clapham and Schwek, 1991). 

Agency theory explains how the information asymmetry between shareholders and 

managers can be reduced by the implementation of risk management systems and 

incentives to managers, in order to monitor their attitudes towards risk and to assure the 

disclosure of information beyond the strictly necessary about risk factors and their risk 

management activities (Jensen and Meckling, 1976; Shrives and Linsley, 2003). 

Signalling theory explains the managers attitudes to voluntary disclose more 

information to the market, than the required by regulations, to signal their behaviour of 

best practice, as a tactic  to promote transparency with the intention of attracting more 

investment (Ross, 1977; Morris, 1987; Christensen, 2002). Consequently, the 

companies belonging to the same industry will be interested in disclosing at least the 

same level of information, because they do not want to be unevaluated by the market, 

expressing mimetic isomorphism behaviour (DiMaggio and Powell, 1983).  

The neo-institutional and the legitimacy theories try to explain that this mimetic 

isomorphism behaviour is a way of reducing the transaction costs associated with the 

information asymmetry, in order to generate conformity with institutional and society 

pressures (2006; Shrives and Linsley, 2003; Deephouse, 1996) and gain legitimacy 

towards society by showing that the entity’s actions are desirable, proper, or appropriate 

within some socially constructed system of norms, values, beliefs, and definitions.  

Stakeholder theory explains the influence of stakeholders in the firm decisions and, 

consequently, the role of management in order to achieve the exact level of stakeholder 

demand, because if the level of stakeholder power increases so the importance of 

meeting stakeholders demand (Freeman, 1984). If risk management activities are 

viewed as an effective management activity for dealing with stakeholders, a positive 

relationship between power, management performance and risk and risk management 

disclosures is expected (Ullman, 1985). 

Political costs theory explain that to mitigate potential political costs politically visible 

companies increase their disclosures, in order to manipulate their image and distract 

other’s attention (Birt et al., 2006; Linsley and Shrives, 2000; Deegan and Gordon 
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1996; Watts and Zimmerman, 1986). This behaviour can be explained by cheap talk 

models (Farrell and Gibbons, 1989) if risk reporting is seen as a risk handling process 

(Dobler, 2007). In other words, if there is room for managerial discretion in choosing 

reporting features as disclosure format or precision, managers can report on risks in 

different ways depending on their perceptions of potential reactions of the users of 

financial statements to that information, in order to fulfil their decisions of investments 

or disinvestments policies.  

Knowing that risk information is non-verifiable its disclosure will be made with some 

discretion. This discretionary behaviour of disclosing non-verifiable, non-binding and 

costless risk information could be explain, in economic theory, by cheap talk models 

(Farrell and Gibbons, 1989). Here the manager, who have private information, wish to 

influence decisions of two classes of uninformed agents: shareholders and competitors. 

To do it managers provide a public sign of its private information but the sign need not 

to be truth. While managers could make some truthful disclosures about their private 

information, noisy disclosures can also be made with the intention of distracting, for 

example, the competitor’s attention. Because of this some public disclosures are 

deliberately inexact and as Kajüter (2006: 3) said “this implies rather vague information 

about risks impairing the usefulness of risk reports”. 

Attribution theory explains that managers try to “attribute bad things to factors beyond 

the directors’ control and good things attributed to their personal achievements in 

controlling risk” (Linsley and Shrives, 2005, p. 299). Thus, any risk disclosure is 

followed by a risk management disclosure in order to demonstrate to the stakeholders 

their ability to manage the external factors faced by the company. 

3.3. Hypotheses 

Because agency problems exists, it is most common that managers will be willing to 

inform the stakeholders not only about the company’s level of risk exposure, but also 

about the company’s level of risk management activities implemented to manage the 

risk factors identified within the company (Linsmeier et al., 2002). This behaviour is 

expected because they need to demonstrate to the shareholders that they are able to 

manage the risks faced by the company and therefore they are capable of safeguarding 

the best interests of the shareholders. 



 8

According to the agency theory, the managers will at least disclose the same levels of 

risk and risk management information (Combes-Thuélin et al., 2006). Therefore we 

propose a development of hypothesis where we isolate the risk disclosures from the risk 

management disclosures, in order to discuss the possible differences afterwards. 

Because stakeholders cannot observe the risk management activities, any quantitative 

and forward-looking information will be more useful than qualitative and backward-

looking information in order to assess appropriately the future cash-flows, since it will 

reduce their uncertainties, improve transparency and market efficiency. (Zeff and 

Dyckman, 1999; Linsmeier et al., 2002; Linsley and Shrives, 2000; Linsley and Shrives, 

2005; Dietrich et al., 2001; Christensen, 2002). 

Some studies showed that it is common to find more qualitative risk-related information 

than quantitative risk-related information. (Shrives and Linsley, 2003; Beretta and 

Bozzolan, 2004; Linsley and Shrives, 2005, Lajili and Zeghal, 2005; Linsley and 

Shrives, 2006). Therefore the first hypothesis is: 

Hypothesis 1: The number of non-monetary risk and risk management disclosures will 

be significantly greater than the number of monetary risk and risk management 

disclosures. 

Hypothesis 1a): The number of non-monetary risk disclosures will be significantly 

greater than the number of monetary risk disclosures. 

Hypothesis 1b): The number of non-monetary risk management disclosures will be 

significantly greater than the number of monetary risk management disclosures. 

Forward-looking information usually has greater value and is more useful than 

backward-looking information. So, trough the eyes of stakeholders, it will be expected 

that most of the risk-related information would be forward-looking. Some studies, such 

as, Beretta and Bozollan (2004) and Beatties et al. (2004) had shown the reluctance in 

providing forward-looking information. On the other hand, Shrives and Linsley’s 

(2003), Linsley and Shrives’s (2005) and Linsley and Shrives’s (2006) studies had 

shown the opposite.  

Despite these divergent conclusions, we must not forget that forward-looking 

information is rather sensitive, because once released to outside, it is probable that 

managers will be required to justify their “premonitions”. They will be exposed to 
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potential claims. Thus, it is likely that managers will disclose more backward-looking 

information than forward-looking information. Therefore, it is wise to hypothesize the 

following: 

Hypothesis 2: The number of past risk and risk management disclosures will be 

significantly greater than the future risk and risk management disclosures. 

Hypothesis 2a): The number of past risk disclosures will be significantly greater than 

the number of future risk disclosures. 

Hypothesis 2b): The number of past risk management disclosures will be significantly 

greater than the number of future risk management disclosures. 

Concerning outlook orientation, Deegan and Gordon (1996) argue that companies 

should disclose bad news as well as good news in order to gain credibility in their 

annual reports. If companies disclose only good news, it is quite probable that the 

stakeholders would be rather suspicious about the management disclosure policies. It is 

likely that the management is hiding some problems. If so, this will increase the 

managers’ reputational costs and/or litigation threats (Skinner, 1994).  

Other incentive to disclose bad news also arises when the company faces disclosure and 

property costs (Suijs, 2005). Given a fixed disclosure cost, if a competitor decides to 

enter in the market where the company works, there will be a property cost since future 

returns will be smaller. To mitigate that fact, managers will disclose more bad news in 

order to avoid them to enter. Thus, it is wise that the disclosure practices would include 

both good and bad news. 

Clatworthy and Jones (2003) when analysing the reporting practices of good and bad 

news between improving and declining performance companies they found that 

companies with improving performance report more good news than companies with 

declining performance and vice-versa. The results also show that strategies of 

“impression management” consistent with attribution theory (Bettman and Weitz, 1983; 

Staw et al., 1983, Salancik and Meidl, 1984; Clapham and Schwek, 1991) are adopted 

by the management. The managers seek to attribute good news to themselves and bad 

news to the environment. They avoid blaming themselves for the bad news and try to 

influence the perceptions of users reporting in accordance with the attribution theory 

(Abrahamson and Park, 1994; Beretta and Bozzolan, 2004). 
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Some studies which investigate risk reporting practices confirm the disclosure patterns 

found by Clatworthy and Jones (2003): the disclosures of good news are higher than the 

disclosure of bad news. In these studies, the authors included other item of outlook 

orientation, neutral news. Almost all of the disclosures concerning neutral news were 

related to the description of internal controls and risk management systems (Linsley and 

Shrives, 2005; Linsley et al., 2006). Linsley and Shrives (2006) found that the 

disclosure of good news were significantly greater than bad news. Therefore our third 

hypothesis is: 

Hypothesis 3: The number of good, bad and neutral risk and risk management 

disclosures will be significantly different from one another. 

Hypothesis 3a): The number of good, bad and neutral risk disclosures will be 

significantly different from one another. 

Hypothesis 3b): The number of good, bad and neutral risk management disclosures will 

be significantly different from one another. 

It is acknowledged that risks are firm specific (Beretta and Bozollan, 2004). It is also 

acknowledged that across industry the risk management system might be different, 

since it would be used to express the economic reality of each industry and their 

industry requirements (Kajüter and Barth, 2007). Therefore, it is quite probable find 

different disclosure patterns across industries. Watts and Zimmerman (1990) stated that 

political costs are related with industry. Belonging to certain industry leads to some 

disclosure practices in order to avoid those costs. Thus, industry could be a determinant 

of voluntary disclosure, as suggested by Hannifa and Cooke, 2002.  

According to signalling theory some industries with the intention of attracting 

investments might disclose more information. Companies within the same industry will 

then behave mimetically (DiMaggio and Powell, 1983; Deephouse, 1996), disclosing at 

least the same level of information, because they do not want to be under-evaluated by 

the market. The conclusions about disclosure patterns across industries have been quite 

divergent (Cooke, 1992; Raffounier, 1995; Beretta and Bozzolan, 2004) and there is a 

lot to do in this field (Linsley and Shrives, 2006). The next hypothesis will highlights 

the signalling theory and neo-institutional theory, because mimetic isomorphism 

behaviour might occur. The fourth hypothesis is as follow: 
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Hypothesis 4: The number of risk and risk management disclosures varies across 

industries. 

Hypothesis 4a): The number of risk disclosures varies across industries. 

Hypothesis 4b): The number of risk management disclosures varies across industries. 

Beretta and Bozzolan (2004) studied a sample of Italian non-financial companies listed 

on unregulated markets, with the argument that in this market, companies disclose risk-

related information in a voluntary basis, since there are not any regulations on this topic. 

On the other hand, Kajüter (2006) suggested as a future empirical research the study of 

risk reporting practices between listed and not listed companies, with the argument that 

not listed companies exhibit a lower level of risk disclosures.  In order to test the level 

of disclosure of risk-related information among regulated market, unregulated market 

and non-listed companies we propose the following hypothesis: 

Hypothesis 5: The number of risk and risk management disclosures made by companies 

listed on regulated markets, un-regulated markets or even not listed will be significantly 

different from one another. 

Hypothesis 5a): The number of risk disclosures made by companies listed on regulated 

markets, un-regulated markets or even not listed will be significantly different from one 

another. 

Hypothesis 5b): The number of risk management disclosures made by companies listed 

on regulated markets, un-regulated markets or even not listed will be significantly 

different from one another. 

As discussed above, in hypothesis 1, managers are willing to demonstrate to the 

shareholders that they are able to manage the risks faced by the company and therefore 

they are capable of safeguarding their best interests. According to the agency theory, the 

managers will at least disclose the same levels of risk and risk management information 

(Combes-Thuélin et al., 2006). Thus, the sixth hypothesis is: 

Hypothesis 6: The number of risk disclosures will be significantly greater than the 

number of risk management disclosures. 
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4. Research Design 

4.1. Sample selection 

This study analyses the risk disclosures within the 2005 annual reports for a sample of 

Portuguese non-financial companies. The sample embraced all 42 non-financial 

companies listed on the Eurolist by Euronext Lisbon as at 1 September 2006, 15 non-

financial companies listed on the unregulated market, and 24 other issuers (Table 1 and 

2). The choice is justified by the fact that they are the major Portuguese companies and 

because they are registered on the Portuguese Stock Exchange Committee (PSEC). As 

PSEC imposes several reporting rules, it is supposed that companies will disclose more 

financial information and will be more advanced in their risk disclosures than the non-

listed companies. Also as listed companies are usually big companies it is believed that 

the financial reporting about risk factors and its management policies are better and 

greater. 

(Table 1) 

(Table 2) 

The sample includes companies from 8 different economic sectors (Table 3).  

(Table 3) 

4.2. Method 

To measure the level of risk and risk management information disclosed by Portuguese 

companies, this study uses what is commonly known as “content analysis”. We chose 

this method because risk disclosures, according to the findings of recent studies (Lajili 

& Zéghal, 2005; Linsley & Shrives, 2005; Linsley and Shrives., 2006; Linsley et al., 

2006) are largely disclosed qualitatively and content analysis may capture the extent and 

volume of such disclosures. 

According to Jones and Shoemaker (1994) we can perform a content analysis using two 

different approaches: thematic approach, where we extract and analyse themes inherent 

within the message, or synthetic approach, where we analyse and quantify the cognitive 

difficulty of reading the message. Beattie et al. (2004a) considered five approaches: 

disclosure index approach, thematic approach, meaning-oriented content analysis, 
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readability studies and linguistic analysis. However, Papa (2007) considered only two 

relevant approaches: disclosure index approach, characterised as a partial type of 

content analysis, because of ex ante defined list of items used to study the level of 

information disclosed for a specific topic; and, thematic approach. 

On thematic approaches it is possible to perform multi-dimensional studies, as defended 

by Beattie et al. (2004a) and earlier suggested by Beattie (2000). One of the main critics 

made to studies which have used content analysis is that they are essentially, one-

dimensional studies, since they were only interested on the quantification on the content 

properties (the quantification of the pre-defined topics), forgetting the semantic 

properties of that disclosed topic (the attributes of the information related with the 

topic). To sum up, these multi-dimensional studies embrace not only the quantification 

of certain pre-defined categories, but also three levels of semantic properties: the 

economic sign, the type of measure and the outlook orientation (Beattie, 2000; Beattie 

et al., 2004a; Beretta and Bozzolan, 2004). 

The economic sign comprises forward-looking and/or backward-looking information. 

The type of measure comprehends the possibility of measurement being expressed in a 

quantitative or qualitative way, classified in monetary or non-monetary information. 

The outlook information relates to communication of good, bad or neutral news, which 

will define the possible actions or reactions of management in order to communicate or 

manage risks. 

Another critic made to studies which have used content analysis is that they are partial 

studies, since they rely on the analysis of specific documents, such as, president’s letters 

to shareholders (Clapham and Schwenk, 1991). Consequently, Beattie et al. (2004a) 

recommend a detailed analysis of the entire narrative content of corporate annual report. 

The present paper follows a thematic approach. As Jones and Shoemaker (1994) the 

sampling and context units used were the individual and consolidated 2005 annual 

reports and the recording units used were sentences, because sentence analysis is 

deemed more reliable than other coding methods (v.g. words, pages) (Milne & Adler, 

1999). The manual coding method was used instead of computer coding methods. 

Other criticism is related with the reliability of the technique used. As described by 

Milne & Adler (1999, p. 251) “content analysts need to demonstrate the reliability of 
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their instruments and/or the reliability of the data collected using those instruments to 

permit replicable and valid inferences to be drawn from data derived from content 

analysis”. 

Following Krippendorf (2004), in order to assure content analysis reliability we 

developed the following activities: a) the coding instrument was constructed based on 

several studies published in this field (Lajili & Zéghal, 2005; Linsley & Shrives, 2005; 

Linsley and Shrives., 2006; Linsley et al., 2006); b) one single coder perform the 

content analysis who had undergone a period of training before coding the entire 

sample; c) after this training period decision rules were established and to reduce the 

degree of variance in coding over time the annual reports were coded twice. 

Therefore, we established a well-specified categories and well-specified risk 

management policies, according to Lajíli and Zéghal (2005). Within each it was 

developed sub-categories of risk factors and risk management activities more often used 

for each category of risk factor considered.  

The categories proposed by the authors were larger than the adopted by Lajíli and 

Zéghal (2005). That is because we considered that the risk related with supplier, natural 

resources, seasonality and cyclicality were sub-elements of market risk, and so they 

were reclassified. Risks related with weather were also reclassified to operational risks. 

After this categories reorganization we reduced the initial 13 categories to 8 categories 

as shown in Table 4 and 5. This grid has 8 categories of risk factors against 12 possible 

sentence characteristics, which creates a matrix containing 96 mutually possible cells 

(8x12). 

5. Empirical evidence 

5.1. Descriptive analysis 

The study identifies a total of 3582 risk-related disclosures, where 1765 of them 

concerns risk factors and 1817 risk management disclosures (Table 4 and 5). The risk 

categories more disclosed were financial (890 disclosures), market (600 disclosures) 

and governmental risks (100), which represent 94.1% of the total risk of disclosures 

made (Table 4).  Table 6 shows that within financial risks the sub-categories more 

disclosed were RFcr2 – “Default of the counterparties respecting any commitments” 
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with 458 disclosures representing 51.46% of total financial risks disclosed. Then the 

most disclosed sub-category were RFir – “Rising of interest rates” with 111 disclosures. 

Both of these sub-categories represent 63.9% of total financial risks disclosed. 

(Table 4) 

(Table 5) 

(Table 6) 

Within market risks, the sub-categories more disclosed were Rm1 – “High 

competition”, with 129 disclosures and Rm3 – “The sudden variation in the number of 

products sold”, with 379 disclosures. Both of these sub-categories represent 84.67% of 

total market risk disclosures. 

Almost all of these disclosures are mandatory too, because the Portuguese Companies’ 

Code refers that companies must describe the management evolution in the different 

sectors where it works, mainly, the market conditions. However, almost of all these 

disclosures have attributes “non-monetary/bad news/past”, confirming the vague 

information they convey. 

Within governmental risks the sub-category more disclosed were Rgr1 – “Adverse 

changes of governmental control, regulation and taxation”, with 66 disclosures, 

representing 66% of total governmental risk disclosures. Once more, 59% of these 

disclosures have attributes “non-monetary/bad news/past”, confirming the previous 

conclusion. 

Looking at the risk management disclosures (Table 5), the categories more disclosed 

were financial (433 disclosures), risk management framework (399 disclosures), market 

(329 disclosures), operational (319 disclosures) and environmental (263 disclosures).  

Within financial risk management disclosures the most disclosed sub categories were 

“Hedging using derivatives”, in order to manage currency, interest rate and credit risks. 

This item comprises 244 disclosures, representing 56.35% of total financial risk 

management disclosures. It should be noticed, nevertheless, that these disclosures are 

rather qualitative since 326 disclosures (75.29%) have the attribute “non-monetary/good 

news/past”.  
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Within risk management framework disclosures the attribute more often used was “non-

monetary/neutral/past”, assuming 247 disclosures. This information includes 

descriptions about the implementation or existence of risk management systems, 

located, mainly, in the corporate governance reports. 

Within market risk management disclosures the most disclosed sub-categories were 

Rmpm8 – “Innovation (new products)” with 84 disclosures, Rmpm5 – “Widening of the 

major customers base” with 63 disclosures, Rmpm1 – “Reduce costs”, with 33 

disclosures, Rmpm7 – “Developing customer loyalty” with 31 disclosures and Rmpm10 

– “Entering new markets” with 31 disclosures. They represent 73.56% of total market 

risk management disclosures. 

These activities are obviously implemented in order to manage the market risk 

identified above, such as Rm3 – “Sudden variation in the number of products sold” and 

Rm1 – “High competition”. Once more, 272 disclosures (82.67%) are “non-

monetary/good news/past” and they describe the implementation or existence of market 

risk management activities. 

In operational risk management disclosures the Rmpo4 – “Developing control quality 

system and equipments maintenance (quality certification)” with 101 disclosures, the 

Rmpo7 – “Involving engineering, administrative and operating staff to identify risks 

and develop control programs” with 61 disclosures, the Rmpo3 – “Hiring and retaining 

highly trained and experienced staff” with 48 disclosures and the Rmpo1 – 

“Restructuring business for better manage the quality, process and costs” with 37 

disclosures were the most disclosed sub-categories, representing 77.43% of total 

operational risk management activities disclosures. From the total of these disclosures, 

296 (92.79%) were qualitative ones. 

In environmental risk management disclosures the categories Rmpe4 – “Meet world 

and/or national environmental standards (environmental certification)” with 105 

disclosures, the Rmpe1 – “Implantation of procedures for managing materials 

containing environmentally sensitive substances” with 69 disclosures and Rmpe6 – 

“Recycling” with 35 disclosures were the most disclosed. Within them, 230 (87.45%) 

were qualitative. 
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In spite of knowing that forward-looking and quantified information facilitate decision-

making process by stakeholders, this study shows an opposite reality. Table 5 and Table 

6 show that almost all of the risk-related information is qualitative and backward-

looking. Therefore, it seems that this kind of information released by Portuguese 

companies is rather vague, as previously shown by Kajüter (2006). 

(Table7) 

This remark is confirmed by the data on Table 7 when we look at risk or even risk 

management disclosures. It is interesting the managers’ behaviour in reporting good, 

bad and neutral news. It is shown the possible application of attribution theory to 

explain this behaviour, since good news and bad news represent respectively 44.97% 

and 43.22% of total disclosures made. In fact, we notice, when we were reading the 

annual reports, that it was common to find disclosures explaining or describing external 

risk factors attributed to circumstances beyond the management control followed by a 

description of a risk management activity to manage that risk.  

Table 7, irrefutably, show the idea that companies report on risk management activities 

to explain how they manage risk factors. Thus, ignoring the “neutral news” attribute that 

describes generally the existence of risk management systems that are in place, the “bad 

news” attribute assumes 1529 disclosures of risk factors against 74 disclosures of “good 

news” attribute. But when looking at risk management disclosures, 1537 of them are 

“good news” and only 19 disclosures are “bad news”. This behaviour might confirm the 

agency theory, where the managers will be willing to disclose at least the same level of 

risk and risk management information. 

On the other hand, because the risk management disclosures were generally classified as 

“good news” is quite likely that the risk-related reporting practices followed by 

Portuguese companies might be explained on the basis of attribution theory, as 

previously suggested by some studies (Linsley and Shrives 2003; Linsley and Shrives 

2005; Linsley and Shrives 2006). 

Table 7 shows, as well, that the mean disclosure rate per report is 44 sentences. But the 

variation between the minimum and maximum number of disclosures is huge, assuming 

values of 4 and 143 sentences, respectively. Concerning the patterning and sections of 

annual report more often used to report on risks, Table 8 shows that the management 
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report, the notes to the financial statements and the corporate governance report are the 

sections of the individual and consolidated annual report more often used to report on 

risks. 

 (Table 8) 

5.2. Hypothesis testing results 

The statistical tests made in order to test the hypothesis were T-tests and Mann-Whitney 

U-Test (hypothesis 1, 2 and 6) and One-way ANOVA and Kruskal-Wallis test 

(hypothesis 3, 4 and 5). For this purpose we established the following variables:   

(Table 9) 

The application of T-tests is only possible if the samples normality is assured. The 

original variables, do not follow a normal distribution, since in the Kolmogorov-

Smirnov Test all Sig.’s < 0.05 (p = 0.05). In order to apply these tests we transformed 

the original variables and compute the square roots (SQRT) and the logarithms (LOG) 

of those variables. After these transformations some variables still do not follow a 

normal distribution (SQRT*TM3, LOG*ES2, LOG*OLO2, LOG*OLO2, LOG*OLO3, 

LOG*OLO3). To these samples it should be applied non-parametric tests. 

One-way ANOVA tests are only possible if the samples follow a normal distribution, 

are independents and the sample variances are equal. The violation of the normality is 

not restrictive for the application of One-way ANOVA tests, since the homocedasticity 

is assured (Pestana and Gageiro, 2005). As homocedasticity is tested by Levene’s test, if 

this requirement is not assured, then non-parametric tests will be performed. 

The results of T-tests and non-parametric tests (Mann-Whitney U-Test) are shown in 

the following table: 

(Table 10) 

To test hypothesis 1, 1a) and 1 b) the T-test for SQRT*TM1 and SQRT*TM2 variables 

and the Mann-Whitney U-test for TM1, TM2, TM3 and SQRT*TM3 confirm that exist 

a significant difference between the non-monetary and monetary disclosures, since Sig. 

< p-value = 0.05 in all of the tests. 
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Looking at mean values or even at mean ranks values, it will be seen that M0 >M1 and 

Ro > R1 in all of the variables. As Sig./2 < p-value = 0,05 it can be concluded that there 

is statistical evidence that the number of non-monetary (risk-related, only risk or only 

risk management) disclosures are significantly greater than the number of monetary 

disclosures. 

The Mann-Whitney U-test for ES1, ES2 and ES3 variables and the T-test for the 

LOG*ES1, LOG*ES2 and LOG*ES3 transformed variables supports hypothesis 2, 2a) 

and 2b). Since M0 > M1, R0 > R1 and Sig./2 < p-value = 0.05 for all variables, there is 

statistical evidence that the number of past (risk-related, only risk or only risk 

management) disclosures are significantly greater than future disclosures. 

(Table 11) 

Table 11 supports hypothesis 3a) and 3b) but not 3. When we analyse the homogeneous 

groups from the application of Mann-Whitney U-test when performing Kruskal-Wallis 

test, a significant difference is verified among good, bad and neutral news for OLO2 

and OLO3 variables, since in all the variables Sig. < p-value = 0.05. In OLO1 variable, 

despite the Kruskal-Wallis test conclude about the existence of significant differences, 

when performing Mann-Whitney U-test the significant difference is found only between 

the disclosure of neutral news and bad/good news. 

Therefore, the number of good, bad and neutral risk and risk management disclosures 

are not significantly different from one another, except when comparing the following 

groups of disclosures: bad/good news and neutral news. The number of good, bad and 

neutral risk disclosures is significantly different from one another. And, the number of 

good, bad and neutral risk management disclosures is significantly different from one 

another. 

The results exhibited on Table 11 do not support hypothesis 4, 4a) and 4b). As, in all the 

variables Sig. > p-value = 0.05 this means that statistical evidence do not confirm that 

there are significant differences in the number of risk disclosures made across 

industries. It seems that they are having the same reporting practices concerning risk-

related information. 
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Table 11 does not support hypothesis 5a) and 5b), since Sig. > p-value = 0.05 in all 

variables. Thus, statistical evidence confirms that when companies disclose risk factors, 

the reporting practices among regulated market companies are not significantly different 

than those among un-regulated market companies or even other issuers. Also statistical 

evidence confirms that when companies disclose risk management activities, the 

reporting practices among regulated market companies are not significantly different 

than those among un-regulated market companies or even other issuers. 

But, when we analyse the results for TOT_DISC variable, the conclusion are quite 

different. The One-way ANOVA test show that there are significant differences 

according to companies’ listing status, since Sig. < p-value = 0.05. However, after 

performing Mann-Whitney U-test, the difference is significantly greater only between 

regulated markets and un-regulated markets and between regulated markets and other 

issuers. 

The Mann-Whitney U-test and the T-test do not support hypothesis 6 (Table 10). The 

Sig. > p-value = 0.05. Consequently the number of risk disclosures is significantly 

similar to the number of risk management disclosures, confirming agency theory. 

6. Discussion of the results and future research 

The primary objective of this study was to analyse the risk reporting practices applied 

by Portuguese non-financial companies. This study contributes to the extant literature 

on risk reporting in three principal ways. First, it provides empirical evidence in a 

research area not yet inspected: risk reporting practices among Portuguese non-financial 

companies. Second, it investigates the risk disclosures isolated from the risk 

management disclosures and analyses possible relations between them for the first time. 

Third, it investigates samples that include both listed and not listed companies to 

confirm the presumed differences in reporting practice, as suggested by Kajüter (2006). 

The most reported risks were the financial, market and governmental risks and the most 

reported risk management activities were related with financial, description on 

corporate risk management systems implemented, market, operational and 

environmental. The descriptive analysis and hypotheses results show that the risk and 

risk management disclosures are generally qualitative and backward-looking. This result 
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is expected by the political costs theory and economic theory of cheap talk models and 

support the prior literature (Beretta and Bozzolan, 2004; Beattie et al. 2004). The risk 

reporting practices among Portuguese non-financial companies are, therefore, deficient 

as regard depth and precision. They inform in a general way the investors about the 

risks faced and the risk management activities implemented. These findings confirm the 

prior literature (Kajuter, 2006) confirming the rather vague information disclosed about 

risk.  

Concerning the outlook orientation attribute, the results show that when we isolate risk 

disclosures from risk management disclosures the good, bad and neutral news disclosed 

are significantly different from one another. But when we analyse the risk and risk 

management activities all together the only difference was found between bad and 

neutral news. This supports the idea that managers adopted strategies of “impression 

management” consistent with attribution theory. They avoid to blaming themselves for 

the bad news, since they attribute the good news to themselves ad the bad news to the 

environment. They try to influence the perceptions of users reporting in accordance with 

the attribution theory.  

The statistical tests shown no significant differences across industries, as prior 

demonstrated by Raffournier (1995) and Beretta and Bozollan (2004). Consequently, it 

is quite probable that companies were mimicking each other in order to avoid being 

under-evaluated by the market.  

Beretta and Bozollan (2004) suggested that companies within unregulated markets will 

disclose more information on a voluntary basis than companies within regulated 

markets. On the other hand, Kajuter (2006) suggested as a future empirical research the 

study of risk reporting practices between listed and not listed companies, with the 

argument that not listed company’s exhibit a lower level of risk disclosures. The results 

show that there are significant differences between the level of risk-related information 

disclosed by companies listed on Eurolist Lisbon stock exchange market and companies 

listed on un-regulated market or even other issuers. The study only confirms that the 

level of risk related information disclosed by companies listed on Eurolist Lisbon is 

greater than the other one’s.  
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To sum up, there is a gap between risk reporting practices and the usefulness of this 

kind of information for investors (Linsley and Shrives, 2006). Therefore, the findings of 

this study could be relevant for the future improvement risk regulation towards the 

development of a standard which embraces a comprehensive risk approach considering 

all risk factors faced by the company.  

Further research is need in the analysis on the determinants of risk reporting, the impact 

of risk management systems on the improvement of risk reporting and how this risk 

reporting improvement can perfect the design and the effectiveness of corporate risk 

management systems. Moreover, as risk management activities are viewed as an 

effective management activity for dealing with stakeholders, future research could 

investigate the positive relation between the power of the stakeholders, management 

performance and risk and risk management disclosures (Ullman, 1985). 
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Table 1 – Sample Structure 
 Eurolist Lisbon Segments 
 A B C Foreign 

Non-Regulated 
Market 

Other 
issuers Total 

Companies 11 13 23 5 25 212 289 
Download from CMVM 11 13 23 4 0 26 78 
Download from Company’s site 0 0 0 1 8 17 25 
Sent by e-mail 0 0 0 0 8 0 8 
Companies in the sample 11 13 23 5 16 43 111 
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Table 2 – Financial and non-financial companies within the sample 
 Eurolist Lisbon Non-Regulated Market Others Issuers 
 Financial Non-Financial Financial Non-Financial Financial Non-Financial 
Sample 10 42 1 15 19 24 
                                         

                                        Table 3 – Sample sectoral distribution 
N %

Industry 33 40.74%
Commerce 11 13.58%
Utilities 6 7.41%
Technologies 4 4.94%
Telecommunications 4 4.94%
Construction 5 6.17%
Transportation 4 4.94%
Other's 14 17.28%
Total 81  

 
Table 4 – Disclosure coding grid of risk categories for non-financial companies 

N % N % N % N % N % N % N % N % N %
Monetary/good news/future 4 0.2               4 0.2
Monetary/bad news/future 55 3.1               55 3.1
Monetary/neutral news/future 7 0.4               7 0.4
Non-monetary/good news/future 4 0.2 4 0.2 2 0.1     2 0.1     12 0.7
Non-monetary/bad news/future 44 2.5 20 1.1 2 0.1 2 0.1 4 0.2 7 0.4     79 4.5
Non-monetary/neutral/future 2 0.1   2 0.1 4 0.2 1 0.1 1 0.1     10 0.6
Monetary/good news/past 10 0.6               10 0.6
Monetary/bad news/past 507 28.7 119 6.7 5 0.3 15 0.8 4 0.2 1 0.1   12 0.7 663 37.6
Monetary/neutral news/past 4 0.2               4 0.2
Non-monetary/good news/past 14 0.8 24 1.4 3 0.2 3 0.2 2 0.1 2 0.1     48 2.7
Non-monetary/bad news/past 138 7.8 421 23.9 10 0.6 59 3.3 62 3.5 25 1.4 6 0.3 11 0.6 732 41.5
Non-monetary/neutral news/past 101 5.7 12 0.7 1 0.1 17 1.0 6 0.3 2 0.1 2 0.1   141 8.0

Total 890 600 25 100 79 40 8 23 1765
% 50.4 34.0 1.4 5.7 4.5 2.3 0.5 1.3 100.0
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Table 5 - Disclosing coding grid of risk management framework and policies for non-financial companies 
 

N % N % N % N % N % N % N % N % N %
Monetary/good news/future         1 0.1       1 0.1
Monetary/bad news/future                   
Monetary/neutral news/future     1 0.1           1 0.1
Non-monetary/good news/future 1 0.1 2 0.1 41 2.3 10 0.6 2 0.1 13 0.7 1 0.1 2 0.1 72 4.0
Non-monetary/bad news/future     4 0.2     2 0.1     6 0.3
Non-monetary/neutral/future                   
Monetary/good news/past   92 5.1 7 0.4 22 1.2 4 0.2 3 0.2 4 0.2   132 7.3
Monetary/bad news/past   3 0.2             3 0.2
Monetary/neutral news/past           1 0.1     1 0.1
Non-monetary/good news/past 149 8.2 326 17.9 272 15.0 230 12.7 24 1.3 296 16.3 11 0.6 24 1.3 1332 73.3
Non-monetary/bad news/past 2 0.1 4 0.2 1 0.1 1 0.1   2 0.1     10 0.6
Non-monetary/neutral news/past 247 13.6 6 0.3 3 0.2   1 0.1 2 0.1     259 14.3

Total 399 433 329 263 32 319 16 26 1817
% 22.0 23.8 18.1 14.5 1.8 17.6 0.9 1.4 100.0
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Table 6 – Risk Sources and Management for non financial companies 
 
N Code Risk Sources N Code Risk Management Policies 
 

84 
 
 

0 
 
 

60 
 

80 
67 

 
 

 

 
Rfb 

 
Rfcu 
Rfcu1 

 
 
Rfcu2 

 
Rfcu3 
Rfcu4 

Financial 
Bankruptcy 
 
Currency 
A significant portion of the 
revenues & expenses is foreign 
currency 
Fluctuation of foreign currency 
rates 
Liquidity difficulties 
Additional tax payments 

 
 
 
 

36 
0 
4 
 

40 
 

41 
15 

 
1 

Rmpf 
 
 
 
Rmpf1 
Rmpf2 
Rmpf3 
 
Rmpf4 
 
Rmpf5 
Rmpf6 
 
Rmpf7 

Risk Management Policies - 
Financial 
 
 
Hedging using derivatives 
Adjusting the selling prices 
Borrowing in a variety of 
currencies 
Negotiation of loan contracts with 
banks 
Taxes complaints 
Negotiation of taxes liabilities 
with Government 
Purchase/sell home currency 

 
 

111 
 
 

 
Rfir 
Rfir 

 
Interest rate 
Rising of interest rates 

 
 

6 
 

124 

 
 
Rmpf8 
 
Rmpf9 

 
 
The mix of fixed and variable 
loans 
Hedging using derivatives 

 
 

20 
 
 

458 
 
 
 
 
 
 
 
 
 

 

 
Rfcr 
Rfcr1 
 
 
Rfcr2 

 
Credit 
Non-guaranteed accounts 
receivable, investing and 
derivative transactions 
Default of the counterparties 
respecting any commitments 

 
 

1 
 
 

14 
 
 

12 
 

8 
 

9 
30 

 
84 
3 

 
 
Rmpf10 
 
 
Rmpf11 
 
 
Rmpf12 
 
Rmpf13 
 
Rmpf14 
Rmpf15 
 
Rmpf16 
Rmpf17 

 
 
Transaction only with pre-
authorized counterparties where 
agreements are in place 
Establishing credit limits for all 
parties with whom a credit risk 
exposure exists 
Monitoring customers credit on a 
regular basis 
Dealing with highly rated counter-
parties 
Purchase of insurance 
Enforcing rights in the courts 
room 
Hedging using derivatives 
Earnings-at-risk analysis 

 
 

 
10 

 
Rfiv 
 
Rfiv 

 
Financial Instruments Value 
 
Fluctuation of the derivative 
instruments value during the time 
(loss on derivative financial 
instruments) 
 
 
 

 
 
 

5 

 
 
 
Rmpf18 

 
 
 
The unrealized gains and losses on 
outstanding contracts are offset 
against the gains and losses of the 
hedged item at the maturity for 
cash flow hedges; for fair value 
hedges, gains and losses on the 
hedge item go to earnings along 
with losses and gains on the 
hedging instrument 
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Table 6 – Risk Sources and Management for non financial companies (cont.) 
N Code Risk Sources N Code Risk Management Policies 

 
 

 
129 
4 

379 
 
 

1 
 

16 
0 
1 
0 
0 
4 
1 
2 
 

0 
0 
0 

61 

 
Rm 
 
Rm1 
Rm2 
Rm3 
 
 
Rm4 
 
Rm5 
Rm6 
Rm7 
Rm8 
Rm9 
Rm10 
Rm11 
Rm12 
 
Rm13 
Rm14 
Rm15 
Rm16 

 
Market 

 
High competition 
Loss of a big customer 
The sudden variation in the 
number of products sold 
Advent of competition in the local 
service market 
New alliances and joint ventures 
Appreciation of Euro 
Key suppliers 
Not secure suppliers  
Low quality of reserves 
Low supply 
Insufficient quantities of reserves 
Legislation restricting exploration 
in some areas  
Natural seasonal patterns 
Weather  
Natural cyclical trend 
The rising of resources prices 
 

 
 
 

33 
21 

 
 

1 
 

14 
 

63 
 

6 
 

31 
84 
1 

31 
25 
0 
0 

10 
1 
 

2 
 
 

2 
 

0 
 

0 
 
 
 

1 
 
 

1 
 

2 
0 

 
Rmpm 
 
Rmpm1 
Rmpm2 
 
 
Rmpm3 
 
Rmpm4 
 
Rmpm5 
 
Rmpm6 
 
Rmpm7 
Rmpm8 
Rmpm9 
Rmpm10 
Rmpm11 
Rmpm12 
Rmpm13 
Rmpm14 
Rmpm15 
 
Rmpm16 
 
 
Rmpm17 
 
Rmpm18 
 
Rmpm19 
 
 
 
Rmpm20 
 
 
Rmpm21 
 
Rmpm22 
Rmpm23 

 
Risk Management policies - 
Market 
Reduce costs 
Anticipate and respond promptly 
to continuous and rapid 
developments 
Favourable relations with 
suppliers 
Provide value-added services to 
customers 
Widening of the major customer 
base 
Accurate estimation of the costs of 
new contracts or projects 
Developing customer loyalty 
Innovation (new products) 
Developing E-business 
Entering new markets 
Market repositioning  
Several sources of supply 
Owing a supply network 
Looking for secure suppliers 
Searching for high quality natural 
resources 
Developing relationships with 
strategic vendors to secure 
supplies 
Generation of exploration 
prospects internally 
Maintaining a highly motivated, 
energetic and talented staff 
Focusing on geographic areas in 
which the geological and 
engineering considerations are 
well understood by the company  
Sales reporting and merchandise 
planning using reliable 
information system 
Investing in four-season 
businesses 
Geographic diversification  
Industry diversification 

 
 
 
13 
0 
 

0 
12 
 
 
 
 
 
 

 
Re 
 
Re1 
Re2 
 
Re3 
Re4 

 
Environment 

 
Environment incidents 
Use of environmentally sensitive 
products 
Environment activists 
Environment laws and regulations 

 
 
 

69 
 
 
 

26 
24 
105 

 
 

4 
35 

 
Rmpe 
 
Rmpe1 
 
 
 
Rmpe2 
Rmpe3 
Rmpe4 
 
 
Rmpe5 
Rmpe6 

 
Risk Management Policies - 
Environment 
Implantation of procedures for 
managing materials containing 
environmentally sensitive 
substances 
Monitoring and training staff 
Convert the production processes  
Meet world and/or national 
environmental standards 
(environmental certification) 
Inform customers 
Recycling 
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Table 6 – Risk Sources and Management for non financial companies (cont.) 
N Code Risk Sources N Code Risk Management Policies 

 
 
 
 
66 

 
 

0 
 

18 
16 

 
Rgr 
 
Rgr1 
 
 
Rgr2 
 
Rgr3 
Rgr4 

 
Government Regulation 

 
Adverse Changes of government 
control, regulation and taxation 
Many levels of regulations 
(federal, provincial, municipal) 
Government’s funding cuts 
High degree of government 
regulation 

 
 
 

8 
 

0 
 

22 
2 
 

0 
 
 
 

0 

 
Rmpg 
 
Rpmg1 
 
Rmpg2 
 
Rmpg3 
Rmpg4 
 
Rmpg5 
 
 
 
Rmpg6 

 
Risk Management Policies - 
Government 
Ensure to be at all times in 
compliance with current laws 
Developing and marketing 
innovative products and tools 
Negotiation 
Adopting a proactive approach to 
public policy initiatives 
Maintaining comprehensive 
programs and contingency plans to 
control health, safety and 
environmental risks 
Assesses the risk before making an 
investment 

 
 
 
20 

 
16 
11 
0 
 

2 
17 
0 
3 

10 
 
 
 
 
 
 
 
 
 

 
Ro 
 
Ro1 
 
Ro2 
Ro3 
Ro4 
 
Ro5 
Ro6 
Ro7 
Ro8 
Ro9 

 
Operational 

 
Technical failure (e.g. computer 
system) 
Labour disputes 
Extreme weather conditions 
Natural disasters (e.g. 
earthquakes) 
Changing regulatory requirements 
Accidents (e.g. blowouts, fires) 
Human error 
Loss of certain key employees 
Insufficient resources 

 
 
 

37 
 
 

14 
48 

 
101 

 
 
23 

 
 

0 
61 

 
 
 

10 
 
17 

 
6 
2 

 
Rmpo 
 
Rmpo1 
 
 
Rmpo2 
Rmpo3 
 
Rmpo4 
 
 
Rmpo5 
 
 
Rmpo6 
Rmpo7 
 
 
 
Rmpo8 
 
Rmpo9 
 
Rmpo10 
Rmpo11 

 
Risk Management Policies - 
Operational 
Restructuring businesses for better 
manage the quality, processes and 
costs 
Purchase of insurance 
Hiring and retaining highly trained 
and experienced staff 
Developing control quality system 
and equipments maintenance 
(quality certification) 
Implementing software which 
aloes better design, drafting, 
estimation and manufacturing 
Diversification of revenue streams 
Involving engineering, 
administrative and operating staff 
to identify risks and develop 
control programs 
Installing efficient, environmental 
sensitive production infrastructure 
Developing an operational 
emergency response plan 
Extensive use of new technology 
Geographic diversification 

 
 

 
17 

 
4 
 

0 
 

0 
 

0 
 
 

19 
 

 
Rp 
 
Rp1 
 
Rp2 
 
Rp3 
 
Rp4 
 
Rp5 
 
 
Rp6 

 
Political 

 
Working in an international 
environment 
Unexpected changes in regulatory 
requirements 
Complex local procurement 
practices and requirements 
Difficulties in enforcing rights in 
foreign courts 
The laws of some foreign 
countries do not protect the 
company’s intellectual rights 
Adverse political developments 

 
 
 

4 
 

2 
 

 
10 

 
 
0 
0 

 
0 

 

 
Rmpp 
 
Rmpp1 
 
Rmpp2 
 
 
Rmpp3 
 
 
Rmpp4 
Rmpp5 
 
Rmpp6 

 
Risk Management Policies - 
Political 
Joint venture agreements with 
local partners 
Financing for foreign operations 
with the involvement of 
international banking syndicates 
Adopting strategies that are 
responsive to changing political 
and economic conditions 
Acquiring political risk insurance 
Reviewing closely political and 
social conditions before investing 
Hiring employees with experience 
in the international arena 
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Table 6 – Risk Sources and Management for non financial companies (cont.) 
N Code Risk Sources N Code Risk Management Policies 

 
 
 
8 
0 

 
 
 
 
 
 

 
Rt 
 
Rt1 
Rt2 

 
Technology 

 
Rapid technological change 
Internet 

 
 
 

4 
20 

 
0 
 
 

2 

 
Rmpt 
 
Rmpt1 
Rmpt2 
 
Rmpt3 
 
 
Rmpt4 
 

 
Risk Management Policies - 
Technology 
Developing e-commerce 
Adopting and benefiting from new 
technologies 
Hiring highly qualified 
experienced professionals and 
training of personnel 
Supporting and developing 
diversified product offerings 

 
5 
 

1 
 

6 
 

11 

Ra 
Ra1 

 
Ra2 

 
Ra3 

 
Ra4 

Accounting 
Non-accounting for amortization 
costs 
Inadequate accounting policy for 
adjustments 
Inadequate accounting policy for 
provisions 
Inadequate accounting policy for 
revenues 

   

 
 
Table 7 – Risk-related disclosures attributes descriptive statistics 
 

N % Minimum Maximum Mean Std. Deviation
Total of disclosures 3582 4 143 44.22 30.78
      Past 3335 93.10% 3 131 41.17 28.28
      Future 247 6.90% 0 21 3.05 4.29

      Non-monetary 2701 75.40% 1 123 33.35 26.11
      Monetary 881 24.60% 1 33 10.88 7.8

      Bad news 1548 43.22% 1 62 19.11 12.96
      Good news 1611 44.97% 0 91 19.89 19.09
      Neutral news 423 11.81% 0 28 5.22 6.94

Risk disclosures 1765 1 72 21.79 13.94
      Past 1598 90.54% 0 60 19.73 12.20
      Future 167 9.46% 0 12 2.06 2.90

      Non-monetary 1022 57.90% 0 58 12.62 10.14
      Monetary 743 42.10% 0 27 9.17 6.69

      Bad news 1529 86.63% 1 60 18.88 12.81
      Good news 74 4.19% 0 12 0.91 1.73
      Neutral news 162 9.18% 0 12 2.00 2.89

Risk management disclosures 1817 0 110 22.43 22.23
      Past 1737 95.60% 0 104 21.44 21.21
      Future 80 4.40% 0 21 0.99 2.72

      Non-monetary 1679 92.41% 0 102 20.73 20.72
      Monetary 138 7.59% 0 17 1.70 2.89

      Bad news 19 1.05% 0 6 0.23 0.76
      Good news 1537 84.59% 0 88 18.98 18.57
      Neutral news 261 14.36% 0 22 3.22 5.38  
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                         Table 8 – Financial documents used to disclose risk-related information 
 

N %
President's letter 79 2.21%
Management Report 1743 48.66%
Corporate Governance Report 359 10.02%
Balance Sheet 103 2.88%
Notes 1180 32.94%
Statutory Auditor's Reports 118 3.29%
Total 3582  

              Table 9 – Variables legend 

Tot_Risk - Total of risk disclosures 
Tot_RManag - Total of risk management disclosures 
Tot_Disc - Total of risk-related disclosures 
TM1 - Type of measure*Risk-related information 
TM2 - Type of measure*Risk information 
TM3 - Type of measure*Risk management information 
ES1 - Economic sign*Risk-related information 
ES2 - Economic sign*Risk information 
ES3 - Economic sign*Risk management information 
OLO1 - Outlook Orientation*Risk-related information 
OLO2 - Outlook Orientation*Risk information 
OLO3 - Outlook Orientation*Risk management information 

 
Table 10 – Parametric tests (T-test) and non-parametric tests (Mann-Whitney U-test) results 
 

M0 M1 t Sig.      
(2 tailed)

R0 R1
Mann-

Whitney U Wilcoxin W Z Sig.      
(2 tailed)

TOT_DISC 86.22 76.78 2,898.5 6,219.5 -1.280 0.200
TM1 108.67 54.33 1,080 4,401 -7.375 0.000
TM2 89.64 73.36 2,621.5 5,942.5 -2.211 0.027
TM3 116.43 46.57 451.5 3,772.5 -9.582 0.000
ES1 120.70 42.30 105 3,426 -10.669 0.000
ES2 118.86 44.14 254.5 3,575.5 -10.197 0.000
ES3 118.33 44.67 297.5 3,618.5 -10.247 0.000
LOG*TOT_DISC 1.23 1.19 0.713 0.477
SQRT*TM1 5.38 3.08 8.551 0.000
SQRT*TM2 3.28 2.81 2.361 0.019
SQRT*TM3 116.43 46.57 451.5 3,772.5 -9.582 0.000
LOG*ES1 1.51 0.68 13.605 0.000
LOG*ES2 1.21 0.62 9.759 0.000
LOG*ES3 1.18 0.57 5.538 0.000

T - tests Mann-Whitney U test

R0 - Mean rank of the number of "risk", "non-monetary" or "past" disclosures if the variable is "total of risk-related disclosures", "type of
measure" or "economic sign", respectively
R1- Mean rank of the number of "risk management", "monetary" or "future" disclosures if the variable is "totalof risk-related disclosures" "type of
measure" or "economic sign", respectively

M1 - Mean of the number of "risk management", "monetary" or "future" disclosures if the variable is "total of risk-related disclosures" "type of
measure" or "economic sign", respectively

M0 - Mean of the number of "risk", "non-monetary" or "past" disclosures if the variable is "total of risk-related disclosures", "type of measure" or
"economic sign", respectively
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Table 11 – One-way ANOVA and Kruskal-Wallis test results 

Statisc Sig. F Sig Mean 
Rank χ2 Sig.

M
an

n-
W

hi
tn

ey
 U

W
ilc

ox
on

 W

Z Sig.

OLO1 Good news 19.89 a 17.748 0.000 144.63 78.48 0.000
Bad News 19.11 a 155.45
Neutral News 5.22 b 65.92

    Mann-Whitney U:           GN*BN 2,995 6,316 -0.96 0.34
          GN*NN 1,162 4,483 -7.12 0.00
          BN*NN 856.5 4,177.5 -8.14 0.00

OLO2 Good news 0.91 a 80.743 0.000 75.16 154.20 0.000
Bad News 18.88 b 198.75
Neutral News 2 c 92.08

    Mann-Whitney U:           GN*BN 79.5 3,400.5 -10.86 0.00
          GN*NN 2,687.5 6,008.5 -2.16 0.00
          BN*NN 264.5 3,585.5 -10.18 0.00

OLO3 Good news 18.98 a 64.184 0.000 190.51 145.57 0.000
Bad News 0.23 b 64.02
Neutral News 3.22 c 111.47

    Mann-Whitney U:           GN*BN 171 3,492 -10.89 0.00
          GN*NN 840.5 4,161.5 -8.23 0.00
          BN*NN 1,693.5 5,014.5 -6.13 0.00
Industry 25.67 a
Commerce 17.73 a
Utilities 30.33 a
Technologies 19.5 a
Telecommunications 24.25 a
Construction 24.4 a
Transportation 18.5 a
Others 12.14 a
Industry 22.30 a 40.80
Commerce 35.27 a 47.59
Utilities 37.83 a 60.92
Technologies 10.75 a 27.88
Telecommunications 26.75 a 52.25
Construction 10.2 a 26.30
Transportation 17.25 a 44.38
Others 14 a 32.57
Industry 47.97 a
Commerce 53 a
Utilities 68.17 a
Technologies 30.25 a
Telecommunications 51 a
Construction 34.6 a
Transportation 35.75 a
Others 26.14 a
Eurolist lisbon 24.60 a
Non-regulated market 18.07 a
Other issuer's 19.21 a
Eurolist lisbon 28.69 a 45.87
Non-regulated market 11.8 a 30.23
Other issuer's 18.13 a 39.21
Eurolist lisbon 53.29 a 47.92
Non-regulated market 29.87 b 29.50
Other issuer's 37.33 b 36.08

Kruskal-Wallis Mann-Whitney U-Test

Mean

H
om

og
en

eo
us

 
G

ro
up

s

Levene's Test ANOVA

TOT_DISC

5.09 0.079

3.181 0.047 8.27 0.016

0.062

TOT_RMANAG 3.437 0.003

TOT_RISK 1.414 0.213 2.037

0.131

TOT_DISC 2.110 0.053 1.778 0.105

11.17

0.166

TOT_RMANAG 9.303 0,000

TOT_RISK 1.115 0.333 1.834

 

 

 




