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Abstract:

The objective of this study was to develop a comprehensive meta-model for fraud risk assessment in auditing using a
qualitative grounded theory approach based on expert perspectives. This qualitative fundamental research adopted a
multidimensional grounded theory methodology. Data were collected in 2023 through semi-structured interviews with 32
experts, including university scholars, audit firm partners, regulatory authorities, and financial analysts. Participants were
selected using purposive and snowball sampling until theoretical saturation was achieved. Data analysis was conducted
through open, axial, and selective coding using MAXQDA software. Extracted concepts were systematically categorized into
causal conditions, contextual conditions, intervening factors, strategic actions, and consequences. The findings indicated that
fraud risk assessment represents a dynamic and multidimensional process shaped by the interaction of individual
competencies, organizational structures, and environmental conditions. Core causal factors included auditors’ proficiency in
applying auditing standards and regulations, cognitive and perceptual capabilities, professional expertise, and awareness of
business environment complexity. Contextual conditions involved effective institutional supervision, professional
collaboration, communication and networking capabilities, and evidence-based decision-making. Intervening conditions such
as professional ethics, auditor competence, performance management, social responsibility orientation, and adaptation to
information technology developments strengthened the assessment process. Strategic mechanisms emphasized improving
auditors’ ability to recognize emerging fraud patterns and ensuring integrated interpretation of laws and standards,
ultimately enhancing professional judgment and audit effectiveness. The proposed meta-model demonstrates that effective
fraud risk assessment extends beyond traditional financial indicators and requires a systemic, multi-level perspective
integrating human, institutional, and technological dimensions. Implementing this framework can improve audit quality,
enhance financial reporting transparency, strengthen stakeholder trust, increase financial market efficiency, and mitigate
economic consequences arising from fraudulent activities.

Keywords: Fraud Risk, Auditing, Audit Quality, Grounded Theory, Professional Judgment

Citation: Eisazadeh, F., Pakmaram, A., Jabbarzadeh Kangarlouei, S., & Bahri Sales, J. (2026). A Meta-Model for Fraud Risk Assessment in Auditing: A Qualitative Approach Based

on Grounded Theory. Accounting, Finance and Computational Intelligence, 4(5), 1-22.

Copyright: © 2026 by the authors. Published under the terms and conditions of Creative Commons Attribution-NonCommercial 4.0 International (CC BY-NC 4.0) License.


http://creativecommons.org/licenses/by-nc/4.0
http://creativecommons.org/licenses/by-nc/4.0
https://orcid.org/0000-0001-8091-1856
https://orcid.org/0000-0001-8091-1856
https://orcid.org/0000-0001-8091-1856
https://orcid.org/0000-0001-8091-1856

ACCOUNTING, FINANCE AND COMPUTATIONAL INTELLIGENCE

Extended Abstract

Introduction

Fraud risk remains one of the most consequential threats to the credibility of audited financial reporting, the reliability of
capital-market information, and stakeholders’ trust in assurance services. Repeated corporate failures and financial scandals
have intensified scrutiny of auditors’ ability to identify fraud-related misstatements and to design effective audit responses,
particularly in environments where managerial incentives, governance weaknesses, and information asymmetry converge.
Conceptually, fraud has been explained through classic behavioral frameworks such as the fraud triangle, yet contemporary
evidence suggests that relying on narrow, static models is insufficient for capturing the evolving, multi-layered nature of fraud
in modern organizations (Schuchter & Levi, 2016; Van Driel, 2019). Empirical studies and systematic reviews further indicate
that auditors’ fraud-related judgments depend not only on structural factors (e.g., controls, governance, and regulatory
oversight) but also on individual attributes such as professional skepticism, cognitive processing, ethical orientation, and the
capacity to interpret complex business contexts (Chui et al., 2022; Noshazar et al., 2024; Tummler & Quick, 2025).

Within the auditing literature, the shift from purely rule-based assessments toward risk-oriented and context-sensitive
approaches has underscored the importance of comprehensive fraud risk assessment as a cornerstone of audit planning and
execution (Noch, 2024). Comparative research also demonstrates meaningful differences in the adequacy of fraud models
for audit program adjustment, implying that more inclusive frameworks outperform traditional models when auditors tailor
procedures to fraud risk (Taheri, 2019b; Taheri, Izadinia, & Moayadfar, 2021; Taheri, Izadinia, & Moeidfar, 2021). Meanwhile,
organizational and institutional conditions—such as top management support, internal audit activities, and risk management
structures—have been shown to strengthen fraud mitigation and enhance the overall effectiveness of assurance ecosystems
(Tarjo et al., 2024; Younes Alazzabi et al., 2023). At the same time, offender-centered perspectives suggest that fraud
perpetrators can exploit auditing routines and vulnerabilities in auditors’ practices, highlighting the need for adaptive, multi-
dimensional assessment frameworks (Andon et al., 2025).

Recent scholarship also emphasizes emerging methodological and technological directions. Machine learning—based audit
frameworks for high-risk identification illustrate how analytic capabilities can extend auditors’ detection capacity in complex
data environments, while integrated fraud theories argue for combining multiple models to better capture diverse fraud
mechanisms (Mvunabandi, 2022; Yuan et al., 2025). In parallel, research on auditors’ internal characteristics, cognitive styles,
and ethics points to the practical relevance of psychological and behavioral components in fraud detection performance
(Habaza et al., 2024; Nemati Koshteli et al., 2020; Pashaei Fashtali et al., 2021). Collectively, these developments signal an
unresolved gap: the absence of a context-grounded, expert-validated meta-model that integrates causal, contextual,
intervening, strategic, and outcome dimensions of fraud risk assessment in auditing, particularly aligned with local
institutional realities and professional practice needs (Boluo et al., 2020; Kokogho et al., 2023; Majd, Chaharmahali, Kahandel,
et al.,, 2024).

Responding to this gap, the present study develops an enhanced meta-model for auditors’ fraud risk assessment using a
gualitative grounded theory approach, drawing directly on expert experience to map the core constructs, relationships, and
practical mechanisms that shape fraud risk assessment in the auditing domain (Borna, Baradaran Hasanzadeh, et al., 2021;
Khalili Somarin et al., 2023; Shafiee et al., 2023).

Methods and Materials
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This research adopted a qualitative design using a multidimensional grounded theory approach. Data were collected
through semi-structured, in-depth interviews with 32 experts representing key stakeholder groups in fraud risk assessment
and auditing, including university faculty members with relevant expertise, partners and senior practitioners in audit firms,
senior managers in oversight and supervisory bodies, and financial analysts and related specialists. A purposive sampling
strategy was used initially to ensure participants had substantial, relevant professional knowledge; snowball sampling was
then applied to expand the pool of informants until theoretical saturation was reached.

To strengthen the interview instrument and reduce researcher bias, preliminary consultations and exploratory discussions
were conducted with knowledgeable professionals and academics. The finalized interview guide ensured broad coverage of
the phenomenon while allowing participants to elaborate freely and introduce practice-based insights. Interviews were
audio-recorded (where permitted), transcribed, and prepared for systematic analysis.

Data analysis followed the canonical grounded theory logic through iterative coding cycles—open coding to identify initial
concepts, axial coding to connect categories and specify conditions and interactions, and selective coding to integrate the
emerging theory into a coherent meta-model. Qualitative analysis software (MAXQDA) was used to organize transcripts,
manage coding, and support constant comparison across interviews. Throughout analysis, memos and iterative category
refinement were used to improve conceptual clarity and theoretical integration. The study culminated in the development
of a structured meta-model comprising causal conditions, contextual conditions, intervening conditions, strategic actions,
and multi-level consequences.

Findings

Analysis of the 32 interviews yielded 200 initial concepts that were consolidated into a set of core categories and organized
into a meta-model for fraud risk assessment in auditing. The model depicts fraud risk assessment as a dynamic, iterative
decision process shaped by the interaction of auditor-level competencies, institutional and organizational infrastructures,
and environmental complexity.

1. Causal conditions (core drivers)

Five dominant causal domains were identified as direct drivers of auditors’ capability to assess fraud risk effectively:

1. Proficiency in applying laws and standards: Participants emphasized that accurate, consistent application of
auditing standards and relevant legal requirements is foundational for identifying fraud risk factors and translating
them into audit responses.

2. Accurate assessment of fraud risk level: Experts highlighted the need for disciplined risk estimation that
distinguishes routine misstatements from fraud-related patterns and calibrates audit scope accordingly.

3. Cognitive and perceptual skills: Respondents repeatedly referenced analytical reasoning, pattern recognition, and
the ability to interpret ambiguous signals as essential for fraud-related judgments.

4. Professional knowledge depth: Technical expertise—industry knowledge, accounting judgment, and familiarity with
fraud schemes—was considered necessary for recognizing sophisticated manipulation and concealment.

5. Understanding business environment complexity: Experts stressed that fraud risk assessments must reflect
operational complexity, evolving business models, and the concealed, adaptive nature of collusion and fraud.

2. Contextual conditions (enabling environment)
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Contextual conditions were categorized into four clusters that enable or constrain the effectiveness of fraud risk

assessment:

1.

3.

Effective supervision and institutional interaction: Coordination between professional bodies, regulators, and
oversight institutions was described as critical for consistent expectations, enforcement, and quality assurance.
Teamwork and collective reasoning: Participants emphasized structured team interaction (e.g., shared deliberation
and coordinated planning) as a mechanism for expanding professional judgment and reducing individual blind spots.
Communication, networking, and relationship management: Experts noted that auditors’ ability to communicate
with governance bodies and to leverage professional networks improves access to relevant information and
strengthens risk insights.

Information-based decision-making: A recurring theme was the need for decisions grounded in evidence quality,
documented rationale, and systematic use of available organizational and market information.

Intervening conditions (moderators and amplifiers)

Intervening factors were identified as conditions that amplify or weaken the translation of causal drivers into effective

strategies:

4.

9.

Performance management and managerial factors: Organizational systems shaping auditor workload, incentives,
and accountability influence professional judgment quality.

Auditor competence and operational efficiency: Beyond knowledge, the ability to execute procedures effectively,
manage constraints, and maintain quality control was repeatedly underscored.

Behavioral characteristics and professional ethics: Ethical conduct, integrity, and behavioral discipline were viewed
as central to sustaining skepticism and resisting pressure.

Attention to social responsibilities: Experts framed fraud risk assessment as a public-interest responsibility, linking
it to broader market integrity and stakeholder protection.

Alignment with information technology changes: Adapting to digital systems, data environments, and emerging
technology-driven fraud patterns was considered essential for maintaining assessment relevance.

Strategic actions (core mechanisms)

The model identified two strategic pillars through which auditors operationalize fraud risk assessment:

1.

Enhancing skill in identifying novel fraud patterns: Participants advocated for continuous capability-building to
detect evolving fraud mechanisms, including collusion, sophisticated documentation practices, and technology-
enabled manipulation.

Integrated interpretation of standards, laws, and regulations: Experts emphasized reducing inconsistency by
promoting harmonized interpretation and minimizing divergent readings that undermine judgment consistency and

enforcement.

Consequences (multi-level outcomes)

The meta-model specifies outcomes across professional, reporting, and market levels:

1.

Higher-quality, more transparent, and more reliable financial reporting: Better fraud risk assessments were linked

to reduced likelihood of undetected fraud and stronger information credibility.
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2. Enhanced audit quality: Experts described improved planning, more targeted procedures, and higher confidence in
conclusions as direct consequences of stronger assessments.

3. Greater efficiency and transparency in financial markets: Participants connected audit credibility to improved
market functioning and reduced information risk.

4. Positive economic impacts and financial market development: At the macro level, the model associates robust
fraud risk assessment with improved investment climate, reduced economic waste, and stronger market
development.

Discussion and Conclusion

The findings portray fraud risk assessment as a complex professional practice that cannot be adequately explained or
improved through single-factor or purely financial-control perspectives. The derived meta-model demonstrates that high-
quality fraud risk assessment emerges from a coordinated configuration of auditor competencies, ethical and behavioral
safeguards, institutional oversight, and technology readiness. Practically, this implies that improving fraud risk assessment
requires interventions at multiple levels: strengthening auditors’ cognitive and interpretive skills, formalizing team-based
judgment processes, and enhancing the consistency of legal and standards interpretation through professional and regulatory
alignment.

The model also clarifies why many fraud risk initiatives fail when they focus only on procedural checklists or narrow
frameworks. Without sufficient capability to recognize new fraud patterns, or without an enabling context that supports
evidence-based decisions and effective supervision, auditors may under-react to fraud signals or miscalibrate audit responses.
Moreover, intervening conditions—such as performance management pressures, weak ethical cultures, or inadequate
technology alignment—can erode even strong technical competence. Therefore, audit quality improvement programs should
address workload realism, documentation rigor, ethics reinforcement, and continuous learning aligned to evolving business
and technology conditions.

In conclusion, the study offers an enhanced, grounded meta-model that consolidates expert knowledge into a coherent
structure of causal drivers, contextual enablers, intervening moderators, strategic mechanisms, and multi-level outcomes.
The model provides a practical roadmap for audit firms and oversight institutions to diagnose gaps in fraud risk assessment
and to design targeted capability-building and governance interventions that improve audit effectiveness and strengthen

trust in financial reporting.
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