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Abstract:

This study aimed to develop a comprehensive model explaining the dimensions, antecedents, contextual and intervening
conditions, response strategies, and consequences of ambiguity in understanding Iranian financial reporting standards. This
exploratory qualitative study employed grounded theory based on the Strauss and Corbin approach. Participants comprised
17 accounting and auditing experts, including university faculty members, accountants, and auditors, who were selected
through purposive sampling. Data were collected through semi-structured interviews lasting approximately 20-40 minutes.
Sampling and data collection continued until theoretical saturation was achieved; no substantially new concepts emerged
after the fourteenth interview, and three additional interviews were conducted to confirm and refine the emerging findings.
Data collection and analysis were conducted concurrently using constant comparison, and the data were analyzed through
open, axial, and selective coding. The analysis yielded 117 subcategories organized into 23 main categories. “Ambiguity in
understanding Iranian financial reporting standards” emerged as the core category. Six causal categories were identified:
textual and structural characteristics of financial reporting standards, technical characteristics and the need for professional
judgment, users’ perceptual and cognitive capacities, transaction complexity and standard dynamics, translation challenges,
and weaknesses in professional education and development. Contextual conditions comprised economic and political factors,
organizational infrastructure weaknesses, localization and convergence of standards, and legal and institutional factors.
Access to knowledge and interpretive resources, organizational support and learning culture, and human capital and
professional participation constituted the intervening conditions. Identified responses included cognitive, interactive,
professional-judgment, and information- and technology-based strategies. The resulting consequences occurred at
interpretive and implementation, accounting and reporting, professional, organizational, economic, and legal levels.
Ambiguity in understanding Iranian financial reporting standards is a multidimensional and interactive phenomenon arising
from the interplay among characteristics of the standards, users’ cognitive and professional capacities, and the broader
organizational, economic, legal, and institutional environment. Accordingly, its effective management requires an integrated
approach involving clearer standards, stronger professional education, accessible interpretive guidance, improved
organizational infrastructure, and enhanced professional interaction and judgment.

Keywords: Ambiguity; Iranian Financial Reporting Standards; Financial Reporting; Professional Judgment; Grounded Theory;
Standards Interpretation.

Citation: Torabi Dashti, F., Khozien, A., Aryaeinezhad, H., & Matoufi, A. (2027). Developing a Model of Ambiguity in Understanding Iranian Financial Reporting Standards Using

Grounded Theory. Accounting, Finance and Computational Intelligence, 5(6), 1-30.

Copyright: © 2027 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/0009-0006-7931-0475
https://orcid.org/0000-0002-1099-3072
https://orcid.org/0009-0005-2579-5465
https://orcid.org/0000-0003-3747-1546

ACCOUNTING, FINANCE AND COMPUTATIONAL INTELLIGENCE

Extended Abstract

Introduction

Financial reporting standards constitute a fundamental component of the accounting information system because they
provide a common framework for recognizing, measuring, presenting, and disclosing economic transactions and thereby
contribute to the comparability, transparency, reliability, and usefulness of financial information. The effectiveness of such
standards, however, depends not only on their formal existence but also on the extent to which accountants, auditors,
financial managers, regulators, and other professional users can understand and consistently apply their requirements.
Previous research has emphasized that financial reporting standards can enhance organizational transparency and
accountability by providing a structured basis for the preparation and communication of financial information (Joshi & India,
2023). Standardization is also closely linked to the theoretical objectives of financial reporting because it seeks to establish a
shared accounting language and reduce unjustified variations in accounting practices (Lotfi, 2023). Nevertheless, increasingly
complex economic transactions, principles-based requirements, extensive cross-references, specialized terminology, and the
growing reliance on professional judgment can make standards difficult to interpret uniformly. Understandability therefore
cannot be achieved merely by referring users to accounting standards or related reports; comprehensive explanations and
meaningful contextual information are necessary to enable users to understand the economic substance and reporting
implications of accounting requirements (Avi, 2023). Moreover, financial reporting quality depends on an interaction among
accounting standards, effective internal control systems, and competent human resources, demonstrating that the quality of
implementation is inseparable from users' professional knowledge and capabilities (Fadhilah et al., 2023). These issues
become especially significant in developing economies in which institutional capacity, professional education, legal
requirements, and implementation mechanisms may differ from the environments in which international standards were
originally developed. Evidence indicates that compliance with International Financial Reporting Standards can improve
financial reporting quality, although the magnitude of this improvement depends on the institutional and implementation
context (Kabwe, 2023). Similarly, adoption of international accounting and financial reporting standards may affect the
informational environment available to domestic and foreign investors and thus has broader economic implications (Onaiza
& Radhi, 2022). Specific standards can create additional interpretive challenges. Revenue recognition under IFRS 15, for
example, requires analysis of contractual arrangements, performance obligations, transaction prices, and the timing of
recognition, making professional judgment an important component of implementation (Szyszka, 2024). In Iran, the
interaction between revenue recognition requirements and taxation standards may further complicate interpretation
because financial reporting and tax regulations do not necessarily follow identical conceptual principles (Kiaei, 2025).
Regulatory coordination is therefore important, as standardization in related regulatory domains, such as tax enforcement,
can influence the quality of corporate financial reporting (Tang et al., 2022). The informational consequences of implementing
IFRS-related standards have also been associated with issues such as accounting conservatism and information asymmetry
(Salman, 2022). Furthermore, the Iranian context involves translation, localization, and convergence challenges. Differences
between Islamic accounting requirements and international financial reporting standards may generate conceptual and
implementation difficulties requiring context-sensitive solutions (Khodapanah Ajirloo, 2024), while convergence between
Islamic financial reporting frameworks and IFRS remains dependent on institutional, conceptual, and regulatory compatibility
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compliance with IFRS requirements can vary across reporting areas, highlighting a potential gap between formal
requirements and their practical application (Hekmat et al., 2026). The increasing scope of corporate reporting further
complicates this environment. Environmental disclosure and sustainability reporting introduce additional informational and
interpretive requirements into contemporary reporting systems (Nooreddin & Poorzamani, 2022), and grounded-theory
research on sustainability reporting in Iranian listed companies has similarly demonstrated the importance of interacting
organizational, environmental, and institutional factors (Mahmoudi et al., 2023). Evidence from other settings also suggests
that the effect of adopting reporting standards on reporting quality depends partly on the characteristics and implementation
capacities of reporting entities (Rosli et al., 2022). Collectively, these studies demonstrate that understanding and applying
financial reporting standards is not merely a technical process of reading formal requirements but a multidimensional
interpretive activity shaped by the characteristics of standards, professional judgment, human competencies, organizational
resources, and the institutional environment. Despite this literature, limited research has developed an integrated
explanation of how ambiguity in understanding Iranian financial reporting standards arises, how professionals respond to it,
and what consequences it produces. Accordingly, this study aimed to develop a grounded-theory model of ambiguity in
understanding Iranian financial reporting standards.

Methods and Materials

This study employed an exploratory qualitative design using the grounded theory methodology based on the Strauss and
Corbin approach. The research population consisted of specialists with theoretical and professional expertise in accounting,
auditing, financial reporting, and the application of accounting standards. Seventeen participants, including university faculty
members, accountants, and auditors, were selected through purposive sampling based on their professional knowledge,
familiarity with financial reporting standards, experience in preparing, auditing, or using financial statements, and ability to
provide detailed professional perspectives on the phenomenon under investigation. To obtain diverse viewpoints,
participants with different academic and professional backgrounds were included. Data were collected using semi-structured
interviews. Before each interview, the purpose and scope of the study were explained to the participant, and interviews were
conducted after obtaining consent. Because grounded theory involves an iterative relationship between data collection and
analysis, the interview guide was progressively refined in response to concepts emerging from earlier interviews, and probing
questions were used to clarify participants' experiences and interpretations. Interviews lasted approximately 20 to 40
minutes, were audio-recorded with permission, transcribed, and prepared for analysis. Sampling was continued until
theoretical saturation was achieved. After the fourteenth interview, no substantially new conceptual properties or major
categories emerged, and three additional interviews were conducted primarily to confirm and elaborate the existing findings.
Data collection and analysis proceeded concurrently using constant comparison. Analysis involved open coding to identify
initial concepts, axial coding to organize concepts and specify relationships among categories, and selective coding to
determine the core category and integrate all major categories into a coherent paradigmatic model.

Findings

The analysis resulted in 117 subcategories organized into 23 main categories within the grounded-theory paradigmatic
model. The core category was identified as “ambiguity in understanding Iranian financial reporting standards,” representing
the difficulties experienced by professional users in achieving clear, consistent, and reliable interpretations of financial

reporting requirements. Six major causal conditions contributed to this phenomenon. The first was the textual and structural
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characteristics of financial reporting standards, including linguistic and terminological complexity and structural
interconnections among different requirements. The second concerned technical characteristics and the need for
professional judgment, particularly complexity in measurement, valuation, recognition, and the application of standards to
transactions requiring professional interpretation. The third involved users' cognitive and perceptual characteristics, including
their level of professional knowledge, practical experience, cognitive capability, and motivation. The fourth comprised
transaction complexity and the dynamic nature of standards, reflecting the emergence of new economic arrangements and
continuous revisions to reporting requirements. Translation challenges constituted the fifth causal category and included
problems related to accurately transferring technical concepts, balancing fidelity with readability, and selecting appropriate
Persian equivalents for specialized terminology. The sixth category was weaknesses in education and professional
development, including the gap between academic education and professional practice, inadequate continuing education,
and insufficient alignment of training with developments in the accounting profession.

Four categories were identified as contextual conditions: economic and political factors within the Iranian environment,
weaknesses in organizational infrastructure, localization and convergence of reporting standards, and legal and institutional
factors. These conditions did not necessarily generate ambiguity directly but shaped the setting in which standards were
interpreted and implemented. Three intervening conditions influenced professionals' ability to manage ambiguity: access to
knowledge and interpretive resources, organizational support and a learning-oriented culture, and human capital and
professional participation. Four categories of strategies were identified. Cognitive strategies involved repeated reading,
systematic analysis, and comparison of related standards and supplementary sources. Interactive strategies included
consultation with experienced colleagues, professional discussion, and efforts to reach interpretive consensus. Professional
judgment strategies involved analyzing the economic substance of transactions, selecting defensible interpretations, and
documenting the reasoning and evidence supporting professional decisions. Information and technological strategies
included the use of professional databases, electronic resources, advanced information technologies, and artificial
intelligence as supporting tools for locating, comparing, and evaluating relevant information.

The consequences of ambiguity were classified into six main categories. Interpretive and implementation consequences
included multiple interpretations of identical requirements, interpretive divergence, and heterogeneous implementation of
standards. Accounting and reporting consequences included financial reporting errors. Professional consequences included
excessive reliance on individual interpretation, professional bias, professional conflicts, and increased professional risks.
Organizational consequences consisted of institutionalization of incorrect practices, reproduction and transmission of errors,
and increased organizational costs associated with resolving ambiguity. Economic consequences included opportunistic
exploitation of ambiguity, manipulation of financial information, reduced comparability, deterioration in financial information
quality, weakened informational trust, and disruption of economic decision-making. Finally, increased legal exposure and
related liabilities emerged as the principal legal consequence.

Discussion and Conclusion

The findings demonstrate that ambiguity in understanding Iranian financial reporting standards should not be
conceptualized as merely a linguistic defect or an isolated problem located within the wording of individual standards. Rather,
it is an interactive phenomenon generated through the relationship between the characteristics of standards and the

professional, cognitive, organizational, economic, legal, and institutional conditions under which those standards are
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interpreted. Textual complexity and technical requirements create an initial interpretive burden, while differences in users'
knowledge and practical experience determine how effectively that burden can be managed. The findings further indicate
that professional judgment is simultaneously a source of interpretive variation and an essential mechanism for resolving
ambiguity. Where standards cannot provide mechanical solutions for every economic circumstance, professionals must
interpret principles in relation to the economic substance of transactions. The quality of this process depends on access to
reliable evidence, professional experience, consultation, and transparent documentation of decision rationales.

The identified contextual and intervening conditions demonstrate that the same reporting requirement may generate
different degrees of ambiguity in different organizational and institutional environments. Economic instability, limited
measurement infrastructure, conflicts between accounting and regulatory requirements, and difficulties associated with
localization can intensify uncertainty in application. Conversely, access to authoritative interpretive resources, supportive
organizational learning environments, experienced human capital, and professional collaboration can reduce interpretive
dispersion. The model therefore shifts attention from the isolated individual accountant toward the broader reporting
ecosystem in which interpretation occurs. It also shows that ambiguity management requires multiple complementary
strategies rather than reliance on any single mechanism. Careful analysis of standards must be combined with professional
consultation, context-sensitive judgment, documentation, and appropriate use of information technology.

The consequences identified in the model indicate that unresolved ambiguity can propagate from individual interpretation
to organizational routines and ultimately to the broader financial information environment. Different interpretations can
produce heterogeneous reporting treatments, errors, professional disagreement, and the institutionalization of
inappropriate accounting practices. At the economic level, persistent ambiguity may weaken comparability and information
quality, provide opportunities for opportunistic reporting, undermine confidence in financial information, and adversely
affect economic decision-making. Legal consequences may arise when disputed interpretations lead to questions concerning
professional responsibility or regulatory compliance. Overall, the grounded-theory model developed in this study provides
an integrated explanation of the antecedents, context, moderators, professional responses, and consequences of ambiguity
in understanding Iranian financial reporting standards. It suggests that reducing such ambiguity requires coordinated action
at several levels, including clearer standard drafting and translation, stronger professional education, improved access to
interpretive guidance, enhanced organizational learning, greater regulatory coordination, and systematic documentation of
professional judgments. By conceptualizing ambiguity as a multidimensional and context-dependent phenomenon, the study
provides a framework for improving the consistency, transparency, and quality of financial reporting in the Iranian

institutional environment.
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