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Abstract:

The purpose of this study is to design an optimal model of oversight on independent auditing in Iran with an emphasis on
enhancing financial transparency and public trust in the capital market. Considering the existing challenges in the structure
of auditing oversight in the country—including institutional fragmentation, weaknesses in professional independence, lack of
technological tools, and inefficiencies in the enforcement of standards—this research seeks to propose a comprehensive,
independent, and technology-driven model. From the perspective of purpose, this study is applied in nature, while
methodologically, it is descriptive—survey and quantitative, employing structural equation modeling with a partial least
squares (PLS) approach. The statistical population consisted of managers and experts from 260 independent auditing firms
and the Audit Organization of Iran, from which 384 completed questionnaires were selected for analysis. Findings revealed
that three categories of factors—structural and infrastructural, human and managerial, and technological and
informational—have significant impacts on dependent variables such as oversight structure, organizational policy, human
resources, and oversight effectiveness. The results of model validation further indicated good model fit and strong predictive
power of the proposed framework. Ultimately, the implementation of this model can lead to greater financial transparency,
reduction of corruption, enhancement of reporting quality, attraction of foreign investors, and reinforcement of public trust
in the capital market. By drawing on international experiences and adapting them to the domestic context of the country,
this model represents an effective step toward the sustainable development of auditing oversight in Iran.
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Extended Abstract

Introduction

Independent auditing has always been a cornerstone of financial accountability and a mechanism for fostering public trust
in financial systems. In emerging economies such as Iran, the design of an optimal supervisory framework for auditing has
gained renewed attention due to persistent challenges in regulatory efficiency, institutional fragmentation, and public
skepticism toward financial reporting. Effective supervisory structures ensure that auditing contributes not only to technical
compliance but also to broader goals of transparency, accountability, and sustainable economic development. However, the
Iranian context is characterized by overlapping institutional responsibilities, insufficient independence of oversight bodies,
and reliance on outdated methods, which collectively undermine the credibility of the profession and erode trust in capital
markets (Ahmadian et al., 2023).

Recent research highlights the urgency of establishing coherent, independent, and technologically advanced supervisory
models. Scholars argue that fragmented monitoring systems, lack of coordination among auditing institutions, and
inadequate support mechanisms have led to inefficiencies that compromise both audit quality and investor confidence
(Ahmadimadahi, 2024). The importance of oversight structures is further underscored by global evidence showing that
independent supervisory authorities significantly enhance audit quality and accountability in the public sector (Al-Attar & Abu
Qahfah, 2022). Such findings emphasize the necessity of adapting international best practices while addressing specific
structural and cultural conditions within Iran’s auditing system.

Technological innovation is another decisive factor shaping the future of audit supervision. The integration of information
technologies, big data analytics, and artificial intelligence into auditing processes has demonstrated potential for increasing
accuracy, efficiency, and fraud detection capabilities (Alavi et al., 2024). As Chen and colleagues note, digital transformation
in public sector auditing not only strengthens financial transparency but also equips regulators with predictive tools for risk
assessment (Chen et al., 2021). In parallel, fraud detection models based on artificial neural networks have proven to be
valuable in enhancing auditors’ ability to identify irregularities and mitigate systemic risks (Mahdavi & Ghahremani, 2022).
This technological dimension directly aligns with the findings of the present study, which confirm that technological and
informational factors exert the strongest influence on supervisory effectiveness.

The role of human and managerial factors is equally critical. Previous literature suggests that the independence, expertise,
and ethical standards of auditors are indispensable to audit quality. Even individual attributes such as gender and professional
background influence professional judgment and outcomes, highlighting the significance of human capital development in
the auditing profession (Alavi Tabari et al., 2012). Studies have also shown that auditors’ risk perceptions and knowledge
levels shape their consistency in fraud risk assessments, further reinforcing the need for continuous training and professional
independence (Nurim et al., 2023). Likewise, performance auditing research in the Iranian public sector indicates that
managerial weaknesses and lack of structural autonomy limit the impact of supervisory mechanisms (Mahmoudkhani &
Ahmadi, 2018).

Comparative evidence from other countries offers additional insight. The Nigerian case illustrates how auditing faces
challenges in adapting to 21st-century complexities without structural reform and technological investment (Eze, 2016).
Similarly, research on Chile’s monitoring and evaluation system (1990-2014) demonstrates how institutionalized oversight

frameworks enhance financial transparency and build trust (Guzman et al., 2014). In Ukraine, monitoring and evaluation
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practices have been recognized as key tools for strengthening public expenditure management (Slukhai, 2011). Meanwhile,
European experiences reveal that performance-based budgeting, although conceptually appealing, often suffers from
discrepancies between expectations and outcomes, requiring careful integration into supervisory reforms (Mauro et al,,
2019). The role of citizen participation in budgeting also underscores the importance of aligning supervisory reforms with
broader principles of transparency and accountability (Park, 2019).

Overall, the literature consistently emphasizes that optimal supervisory models must integrate structural, human, and
technological dimensions in order to ensure sustainable improvements in transparency and public trust. Yet, as highlighted
by prior studies, few attempts have been made to design a comprehensive and contextually adapted supervisory model for
Iran. This study therefore contributes by developing and validating a holistic framework that addresses institutional
fragmentation, enhances independence, and leverages technology to improve audit oversight in Iran’s capital market
(Babajani, 2020; Rouzaei, 2020).

Methods and Materials

This research was applied in purpose and quantitative in methodology, employing a descriptive—survey design. The study
focused on independent audit firms and the Supreme Audit Organization of Iran. The statistical population consisted of
managers and experts across 260 independent auditing institutions, from which a sample size of 384 completed
questionnaires was collected using Morgan’s table for sampling adequacy. A structured questionnaire with a five-point Likert
scale was designed to capture perceptions across structural, managerial, and technological dimensions of audit oversight.

Data analysis was conducted using structural equation modeling (SEM) with the partial least squares (PLS) approach. This
method was selected due to its suitability for complex models and relatively small sample sizes. Reliability was assessed
through Cronbach’s alpha and composite reliability, while convergent and discriminant validity were verified through average
variance extracted (AVE) and confirmatory factor analysis. The PLS approach further enabled the estimation of factor
loadings, path coefficients, and model fit indices, including R? and GOF, thereby ensuring the robustness of the proposed
model.

Findings

The results confirmed that all hypothesized relationships among variables were statistically significant. Three main
categories of independent factors—structural and infrastructural, human and managerial, and technological and
informational—exerted meaningful effects on dependent constructs such as organizational policy, supervisory structure,
human resources, sustainability, and supervisory effectiveness.

The analysis demonstrated that technological and informational factors had the strongest loadings and predictive power,
indicating that digital tools and smart systems are crucial in strengthening audit oversight. Human and managerial factors
also showed strong and consistent effects, particularly in shaping organizational policies and resource efficiency. Structural
and infrastructural factors contributed significantly to organizational alignment, independence, and accountability.

The validation of the measurement model showed high reliability, with Cronbach’s alpha values exceeding 0.7 for all
constructs. Composite reliability indices and AVE values confirmed convergent validity. Structural model evaluation revealed
R? values in the moderate to strong range, and GOF values indicated an overall good fit. Path coefficients supported the

central role of supervision in enhancing financial transparency and attracting both domestic and foreign investment.
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In summary, the findings validated the proposed conceptual model, demonstrating that effective audit supervision
requires a balance of structural, human, and technological elements. Most importantly, strengthening supervisory processes
directly enhanced financial transparency and public trust, confirming the hypothesized outcomes.

Discussion and Conclusion

The findings of this study underline the multidimensional nature of audit supervision in Iran. By confirming the significant
roles of structural, human, and technological factors, the study provides empirical evidence that isolated reforms are
insufficient. Rather, sustainable improvement requires a comprehensive framework that simultaneously addresses
institutional coordination, human capital development, and digital transformation.

The strong influence of technological and informational factors highlights the urgency of investing in advanced digital
infrastructures, such as artificial intelligence and big data analytics, to improve fraud detection and reduce errors. Equally,
the pivotal role of human and managerial variables emphasizes the need for enhancing auditors’ independence, professional
training, and ethical standards. Structural and infrastructural reforms must ensure clear legal foundations, centralized
coordination, and genuine independence from political or organizational interference.

The model validated in this study contributes to filling a critical gap in the Iranian auditing context, where fragmented
oversight mechanisms and outdated practices have long undermined trust. By integrating global best practices while adapting
them to local realities, the model offers a pragmatic pathway to strengthen financial transparency, reduce corruption, and
rebuild public confidence in capital markets. Beyond national boundaries, the study’s findings also align with international
debates on the future of audit supervision, particularly in light of technological disruption and evolving demands for
accountability.

Ultimately, the adoption of this model can facilitate strategic reforms that not only improve the quality of auditing but
also enhance economic resilience by attracting foreign investors and safeguarding the integrity of financial reporting. Such
reforms represent a fundamental step toward sustainable development of Iran’s supervisory system and can serve as a

benchmark for other emerging economies facing similar challenges.
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