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Abstract:

The objective of this study is to develop a comprehensive performance audit model for state banks and to prioritize its key
indicators using grounded theory, the OPA technique, and social network analysis. This research employed an exploratory
mixed-methods design. In the qualitative phase, 20 semi-structured interviews were conducted with experts from banking,
auditing, and academic sectors. Using Strauss and Corbin’s systematic grounded theory approach, 53 open codes and 15
categories were extracted to construct the performance audit model. In the quantitative phase, OPA-based questionnaires
were administered to 7 selected experts to prioritize the indicators related to causal conditions, contextual factors,
intervening conditions, strategies, and consequences. Additionally, a 156-item network matrix assessing relationships among
13 core performance audit indicators was analyzed through social network analysis using Pajek software to identify critical
indicators. The OPA technique revealed that indicators such as “increased pressure on the public sector,” “deficiencies in
financial audits,” “mandatory oversight by the Parliamentary Audit Commission,” “adequacy of effectiveness monitoring
systems,” and “utilization of private-sector expertise” received the highest priority weights. Social network analysis identified
three indicators with the highest out-degree and betweenness centrality scores: “adequacy and timeliness of banking
services,” “evaluation of the economic aspects of selected methods or procured equipment,” and “assessment of the
attainment of physical, financial, and human resources with economic efficiency considerations.” These indicators also
demonstrated the strongest influence on organizational performance in expert evaluations. The findings demonstrate that
the proposed model offers a robust conceptual and operational framework for improving performance auditing in state
banks. Prioritizing the identified critical indicators can strengthen accountability, enhance managerial effectiveness, and
promote more efficient resource allocation within the banking sector.
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Extended Abstract

Introduction

Performance auditing has become a central pillar of modern public sector governance, particularly in environments where
the efficiency, transparency, and accountability of public financial systems are under continuous scrutiny. In state-owned
banking systems, where a substantial portion of financial resources is mobilized, allocated, and monitored through
government-controlled institutions, the demand for stronger performance audit frameworks has increased substantially. The
literature demonstrates that weaknesses in internal controls, audit mechanisms, financial decision-making structures, and
operational transparency can significantly compromise the quality of outcomes in public financial institutions (Bagheri &
Lotfallian, 2024; Baugh et al., 2021). Moreover, the growing complexity of banking operations, financial risk exposures, and
regulatory environments intensifies the necessity of employing performance audits that go beyond traditional financial
compliance auditing (Fatah et al., 2021; Khanam, 2024).

Globally, public sector auditing has undergone major transformations in response to new public management reforms,
which emphasize output-based control, accountability, and performance measurement. These transformations have
facilitated the rise of performance auditing as a strategic means of evaluating the effectiveness, efficiency, and economy of
public sector activities (Parker et al., 2019; Weihrich, 2018). The expansion of performance auditing in developed and
developing countries reveals its potential to enhance public value, reduce resource wastage, and inform evidence-based
public policy. However, developing countries still face challenges in institutionalizing this approach due to fragmented
legislation, structural inefficiencies, and limited professional capacity (Habashi et al., 2021; Mahmoudkhani & Ahmadi, 2018).

In Iran, the Supreme Audit Court and other regulatory institutions have increasingly emphasized the importance of
adopting performance auditing to strengthen oversight of state-owned enterprises, particularly banks (Rouzbahani & Asadi,
2018; Rozbahani & Asadi, 2017). Despite the existence of formal mandates, empirical evidence shows that several obstacles
hinder the effective implementation of performance auditing, such as overlapping functions, ambiguous responsibilities,
inadequate information systems, and insufficient alignment between audit practices and operational realities (Shafei, 2018;
Shafiei, 2019). These conditions indicate a critical need for more comprehensive, data-driven frameworks that identify the
determinants, indicators, and mechanisms necessary for an effective performance audit system within the context of Iranian
state banks.

A number of recent studies have examined elements influencing audit quality, performance audit effectiveness, and the
integration of sustainability, governance, and environmental criteria into public sector audits (Gerd et al., 2019; Kamiyabi et
al., 2017; Kamyabi et al., 2018). Performance auditing in banking institutions is also influenced by financial stress, risk-taking
incentives, and capital adequacy conditions, emphasizing the importance of robust auditing frameworks (Ghatabi et al., 2024;
Kahkhai Akbari et al., 2024; Roshan & Khodarahmi, 2024). Furthermore, technological advancements—particularly digital
auditing and artificial intelligence—are reshaping internal audit capabilities and regulatory oversight practices in modern
banks (Hamza et al., 2023; Shirali et al., 2023).

In the context of decision-making methodologies, the Ordinal Priority Approach (OPA) has emerged as a powerful tool due
to its reduced data requirements, ease of application, and ability to integrate expert judgments without relying on complex
pairwise comparisons (Ataei et al., 2020). Its adoption in audit-related research highlights its potential to enhance

prioritization of performance audit indicators. Complementary to this, social network analysis enables the identification of
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central and influential indicators within interconnected audit systems, capturing the multidimensional relationships among
bank performance factors (Surifah, 2023; Van et al., 2023).

Despite the growing body of research, the Iranian public sector still lacks a comprehensive, context-sensitive model that
integrates grounded theory, OPA-based prioritization, and social network analysis to identify and structure critical
performance audit indicators. Earlier works have highlighted the conceptual or structural elements of performance auditing
but rarely addressed multidimensional prioritization or network-based interactions among indicators (Babajani & Doust
Jabbarian, 2017; Gard et al., 2018; Nikbakht & Rahimipour, 2022). Similarly, previous research has shown the importance of
non-financial performance indicators and behavioral biases in shaping audit outcomes, emphasizing the need for models that
incorporate a holistic understanding of organizational behaviors and decision-making processes (Mirmohammadi & Talaneh,
2021; Tabatabaee hakim et al., 2022).

Given these gaps, this study develops a comprehensive model of performance auditing in state-owned banks by
integrating grounded theory for conceptual model building, the OPA method for prioritizing indicators, and social network
analysis for identifying central performance audit drivers. This multidimensional approach responds to the institutional,
procedural, and technological realities of public sector banking and advances the theoretical and practical foundations of
performance auditing. The ultimate goal is to provide a robust indicator-based framework that strengthens audit
effectiveness, improves accountability mechanisms, and enhances performance outcomes in state-owned banks (Mazraeh
Farahani et al., 2023; Seyedi et al., 2025).

Methods and Materials

This study employed an exploratory mixed-methods design. In the qualitative phase, grounded theory was applied through
semi-structured interviews with 20 experts drawn from senior audit officials, academic specialists in auditing, members of
central supervisory bodies, and top-level managers of state-owned banks. Interview transcripts were coded using open, axial,
and selective coding, yielding concepts, categories, and a final grounded theoretical model.

In the quantitative phase, two analytical procedures were implemented. First, the OPA technique was used to prioritize
performance audit indicators across six major domains derived from the qualitative phase. Seven experts completed ordinal
priority questionnaires. Second, a social network analysis was conducted using a matrix of interrelationships among
performance audit indicators. Centrality measures—including degree centrality and betweenness centrality—were
computed using Pajek software to identify critical indicators within the audit network.

Findings

The grounded theory analysis resulted in the identification of 53 open codes and 15 categories organized across six major
components: causal conditions, contextual conditions, intervening conditions, core category (performance auditing),
strategies, and consequences. Causal conditions such as increasing public pressure, deficiencies in internal controls, financial
corruption, and rising operational complexities emerged as major drivers for adopting performance auditing in state banks.
Contextual conditions included legislative inconsistencies, structural ambiguities, and limitations in existing audit
methodologies. Intervening conditions centered on necessary reforms to public accounting laws, auditing regulations, and
performance-based budgeting procedures.

The OPA results revealed that the highest-priority causal indicator was “increasing pressure on the public sector to improve

efficiency and reduce costs.” For contextual factors, “limitations in financial audits to fully address performance dimensions”
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ranked highest. Among intervening conditions, “mandates issued by the Parliamentary Commission of Budget and Audit”
held first priority. In the core performance audit category, “assessment of the adequacy of effectiveness measurement
systems” received the highest weight. Among strategies, “utilizing private sector expertise in performance auditing” ranked
first. Among consequences, “improved management capabilities and reduced operational costs” were identified as the top
outcomes.

Social network analysis identified three indicators as structurally central within the audit network:

1. Adequacy and timeliness of services provided by the bank
2. Evaluation of the economic aspects of selected banking methods or procured equipment
3. Assessment of the attainment of physical, financial, and human resources with respect to economic efficiency

These indicators showed the highest combined degree and betweenness centrality values, indicating that they form the
backbone of the performance audit structure in state banks.

The findings highlight that effective performance auditing in state-owned banks is shaped by a combination of
environmental pressures, institutional constraints, and operational complexities. The analysis demonstrates that external
drivers—particularly pressure for greater transparency, efficiency, and oversight—strongly motivate the transition toward
performance-oriented auditing systems. Furthermore, the identification of legislative and structural challenges underscores
the need for systemic reforms to enable full implementation of performance audits.

The prioritization of indicators reveals that performance auditing should focus on assessing the efficiency and
responsiveness of banking services, the economic rationale behind operational decisions, and the effective utilization of bank
resources. These focal points reflect the core dimensions of performance auditing and align with global standards
emphasizing efficiency, effectiveness, and economic value.

The results also show that strategic actions such as leveraging private sector expertise, strengthening audit teams, and
improving information systems are instrumental in enhancing audit quality. The network analysis emphasizes that
performance audit indicators are interconnected, and improvements in central indicators can create broader organizational
impacts. Overall, the integrated grounded theory—OPA-SNA framework provides a robust and context-sensitive model for

evaluating and enhancing performance auditing in state-owned banks.
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