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Abstract:

The objective of this study was to develop and validate a model of factors affecting the improvement of accounting and
auditing quality in companies listed on the Tehran Stock Exchange using a mixed-method approach. This study employed an
exploratory mixed-method design. In the qualitative phase, grounded theory methodology was applied through semi-
structured interviews with 14 accounting and auditing experts with more than 10 years of professional experience to identify
key concepts and construct a paradigm model. In the quantitative phase, the statistical population included accountants and
auditors of listed companies, from which 341 participants were selected. Data were collected using a researcher-developed
questionnaire. Qualitative data were analyzed using MaxQDA software, and quantitative data were analyzed using structural
equation modeling (SEM) with PLS software. Reliability and validity of the instrument were confirmed through Cronbach’s
alpha, composite reliability, AVE, and model fit indices. Structural equation modeling results indicated that developing
appropriate accounting and auditing standards (f=0.32), auditor independence (f=0.46), and auditor competence (f=0.37)
had significant positive effects on improving accounting and auditing quality (T>1.96). Furthermore, improved accounting and
auditing quality had significant positive effects on disclosure quality (B=0.36) and investor confidence (=0.41). In contrast,
inflation (B=-0.31), sanctions (B=-0.36), government-dominated economy (B=-0.36), and lack of transparency (f=-0.35) had
significant negative effects on disclosure quality and investor confidence. Additionally, disclosure quality and investor
confidence had significant positive effects on stock market development and economic growth. The overall model fit index
(GoF=0.705) confirmed the adequacy of the structural model. The findings demonstrate that professional factors such as
appropriate standards, auditor independence, and auditor competence are the primary drivers of accounting and auditing
quality, whereas macroeconomic and institutional factors negatively influence financial transparency and investor trust;
improving accounting and auditing quality plays a crucial role in enhancing disclosure quality, strengthening investor
confidence, and promoting capital market development and economic growth.
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Extended Abstract

Introduction

Accounting and auditing quality are widely recognized as fundamental pillars of financial transparency, corporate
accountability, and efficient capital markets. High-quality accounting ensures that financial statements accurately reflect the
economic reality of firms, while high-quality auditing provides assurance regarding the reliability and credibility of financial
reports. Together, these mechanisms play a critical role in reducing information asymmetry between managers and
stakeholders, improving investor confidence, and enhancing market efficiency (Berdiyarovich, 2024b; Sukkari, 2025). In
modern financial systems, reliable accounting and auditing practices contribute to sound decision-making, lower capital costs,
and stronger corporate governance structures, thereby promoting financial stability and economic growth (Piartrini & Putri,
2024; Wongjantip, 2024). Conversely, deficiencies in accounting and auditing quality can undermine investor trust, distort
financial decision-making, and reduce the effectiveness of financial markets.

The quality of accounting and auditing is influenced by multiple professional, institutional, technological, and
environmental factors. Among professional factors, auditor independence, competence, and adherence to professional
standards are widely recognized as critical determinants of audit quality. Independent auditors are better positioned to
provide unbiased assessments of financial statements, thereby enhancing the credibility of financial reporting and
strengthening investor confidence (Anthonio & Yahaya, 2024; Rezaei et al., 2024). Similarly, auditor competence, professional
ethics, and forensic accounting expertise play a vital role in detecting financial irregularities and improving reporting reliability
(Janrosl et al., 2025; Sari et al., 2024). The role of professional knowledge, intellectual capital, and continuous education in
strengthening audit quality has also been emphasized, highlighting the importance of human capital in ensuring reliable
financial reporting (Khatib et al., 2024; Pratama, 2024).

Institutional and regulatory frameworks also significantly influence accounting and auditing quality. The implementation
of international accounting and auditing standards enhances comparability, transparency, and consistency in financial
reporting, thereby strengthening investor confidence and market efficiency (Berdiyarovich, 2024a). Legal and regulatory
structures that enforce compliance with financial reporting standards play a crucial role in improving audit quality and
reducing financial misconduct (Chen et al., 2024). Additionally, forensic accounting practices, internal control systems, and
corporate governance mechanisms have been identified as key elements in ensuring high-quality accounting and auditing
outcomes (Arsyad & Natsir, 2024; Ghaffari Ghaziani et al., 2021).

Technological advancements have also emerged as important drivers of accounting and auditing quality. The adoption of
artificial intelligence, advanced data analytics, and digital accounting systems enhances the efficiency, accuracy, and reliability
of financial reporting and auditing processes (Anh et al., 2024). Technological innovation enables auditors to analyze large
volumes of financial data more effectively, detect anomalies, and reduce the risk of financial fraud. Moreover, technological
readiness and digital transformation contribute to improving professional efficiency and strengthening financial
transparency.

Environmental and economic conditions also play a critical role in shaping accounting and auditing quality. Macroeconomic
instability, inflation, economic sanctions, and institutional weaknesses can adversely affect financial reporting reliability and
auditing effectiveness. Inflation increases financial reporting complexity and may distort financial information, while

economic sanctions restrict access to advanced auditing technologies and professional resources (Molaei, 2022;
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Zahmatkeshan, 2022). These challenges highlight the importance of contextual and institutional factors in determining
accounting and auditing quality.

High-quality accounting and auditing practices have significant implications for investor confidence, capital market
development, and economic growth. Reliable financial reporting reduces investment risk, enhances investor trust, and
facilitates efficient capital allocation (Okpo et al., 2024). Capital market development, in turn, contributes to economic growth
by improving financial intermediation and promoting productive investments (Thaddeus et al., 2024). Furthermore, strong
financial reporting and auditing systems enhance investment environments and attract domestic and foreign investment,
contributing to national economic development (Tsinaridze & Makharadze, 2023). Despite the recognized importance of
accounting and auditing quality, there remains a need for comprehensive models that integrate professional, institutional,
and environmental factors, particularly in emerging economies such as Iran. Therefore, this study aims to develop and
validate a structural model of factors affecting the improvement of accounting and auditing quality in companies listed on
the Tehran Stock Exchange.

Methods and Materials

This study employed a mixed-method exploratory design consisting of qualitative and quantitative phases to develop and
validate a structural model of factors affecting accounting and auditing quality. In the qualitative phase, grounded theory
methodology was applied to identify key concepts and relationships. Semi-structured interviews were conducted with 14
experienced accounting and auditing professionals working in companies listed on the Tehran Stock Exchange. Participants
were selected using purposive and theoretical sampling techniques based on professional experience and expertise.
Interviews continued until theoretical saturation was achieved. Qualitative data were analyzed using open, axial, and selective
coding procedures to identify core categories and develop a paradigm model.

In the quantitative phase, the structural model developed in the qualitative phase was empirically tested using structural
equation modeling (SEM). The statistical population consisted of accountants and auditors working in companies listed on
the Tehran Stock Exchange. A sample of 341 participants was selected, and data were collected using a researcher-developed
questionnaire based on the qualitative findings. The reliability and validity of the measurement instrument were evaluated
using Cronbach’s alpha, composite reliability, average variance extracted (AVE), and discriminant validity. Structural equation
modeling was performed using PLS software to evaluate the relationships between variables and assess model fit.

Findings

The results of structural equation modeling confirmed the validity of the proposed structural model and demonstrated
significant relationships among the key variables. The findings indicated that professional factors, including the development
of appropriate accounting and auditing standards, auditor independence, and auditor competence, had significant positive
effects on accounting and auditing quality. Auditor independence showed the strongest positive effect, followed by auditor
competence and the implementation of appropriate standards.

The results also showed that accounting and auditing quality had significant positive effects on disclosure quality and
investor confidence. Higher levels of accounting and auditing quality were associated with greater financial transparency,
improved reliability of financial information, and increased investor trust. These findings highlight the mediating role of

accounting and auditing quality in improving financial reporting outcomes and strengthening investor confidence.
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In contrast, environmental and institutional factors, including inflation, economic sanctions, government intervention in
the economy, and lack of transparency, had significant negative effects on disclosure quality and investor confidence. These
factors increased uncertainty, reduced financial reporting reliability, and weakened investor trust.

Furthermore, disclosure quality and investor confidence had significant positive effects on stock market development and
economic growth. Investor confidence showed the strongest effect on stock market performance, indicating its critical role
in promoting capital market efficiency and economic development. Overall, the model demonstrated strong explanatory
power and acceptable model fit, confirming the validity of the proposed structural relationships.

Discussion and Conclusion

The findings of this study demonstrate that accounting and auditing quality is a multidimensional construct influenced by
professional, institutional, and environmental factors. Professional factors, particularly auditor independence, competence,
and adherence to professional standards, play a central role in ensuring high-quality accounting and auditing outcomes. These
factors enhance the credibility and reliability of financial reporting, thereby strengthening investor confidence and improving
capital market performance.

The results also highlight the importance of accounting and auditing quality as a mediating mechanism linking professional
factors to broader economic outcomes. Improved accounting and auditing quality enhances financial transparency, reduces
information asymmetry, and increases investor confidence. These outcomes contribute to more efficient capital allocation,
improved stock market performance, and stronger economic growth.

At the same time, environmental and institutional challenges, such as inflation, economic sanctions, government
intervention, and lack of transparency, negatively affect accounting and auditing quality and financial reporting reliability.
These factors increase financial reporting complexity and reduce investor trust, highlighting the importance of stable
economic and institutional environments in supporting high-quality financial reporting systems.

The findings also emphasize the critical role of disclosure quality and investor confidence in promoting capital market
development and economic growth. Reliable financial information and strong investor trust encourage investment, enhance
market efficiency, and support sustainable economic development.

Overall, this study provides a comprehensive structural model that integrates professional, institutional, and
environmental factors affecting accounting and auditing quality. The findings contribute to the theoretical understanding of
financial reporting quality and provide practical insights for policymakers, regulators, and professional organizations seeking

to improve accounting and auditing quality and strengthen financial market performance.
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