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Designed an Al-based model to enhance audit quality in Iran's auditing environment using grounded theory.
— Keydimensions include Al recognition, individual traits, audit quality metrics, and Iran's specific auditing context.
— Al boosts audit quality by improving accuracy, reducing fraud risks, detecting anomalies, and speeding data
— Identifies challenges like implementation costs, resistance to change, and training needs in Iran's auditing

— Offers guidance for auditors and regulators to leverage Al for better audit quality amid Iran's unique constraints.
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ABSTRACT

Purpose: Today, artificial intelligence (Al), as one of the emerging technologies,
has a significant impact on the auditing profession and can lead to improved audit
quality. The purpose of this study is to design an Al-based audit quality model within
the auditing environment of Iran.

Research Method: In this regard, using a qualitative research method and a
grounded theory approach, the factors affecting audit quality were first identified,
and then the role of Al technologies in enhancing these factors was examined. The
research data were collected through in-depth interviews with experts in the fields
of auditing and information technology and were analyzed using open, axial, and
selective coding.

Finding: Based on the research findings, a conceptual model has been proposed to
assist auditors and regulatory bodies in Iran in leveraging Al capabilities to enhance
audit quality, Recognizing the opportunities and challenges facing the auditing
profession in Iran and the influencing factors, auditors should consider the necessity
of using artificial intelligence to enhance the quality of their audit reports.
Conclusion, Originality and its Addition to Knowledge: The results of the study
indicate that the use of Al in auditing processes positively affects audit quality by
increasing accuracy, reducing fraud risk, improving anomaly detection, and
accelerating data analysis. Moreover, challenges such as implementation costs,
resistance to change, and the need for specialist training were identified as the main
obstacles.
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INTRODUCTION

The integration of artificial intelligence
(Al) into the auditing profession represents a
paradigm shift, fundamentally altering the
landscape of financial oversight and assurance
services. Defined by the Organisation for
Economic Co-operation and Development
(OECD) as "a machine-based system that can,
for a given set of human-defined objectives,
make predictions, recommendations, or
decisions influencing real or virtual
environments” (OECD, 2021), Al
encompasses technologies such as machine
learning, natural language processing, and
neural networks that enable systems to process
vast amounts of data with unprecedented
speed and accuracy. In auditing, these
capabilities are particularly transformative,
addressing longstanding challenges like the
analysis of complex, unstructured data in
financial statements, fraud detection, and
anomaly identification (Kokina & Davenport,
2017). As global businesses grapple with
escalating data volumes and regulatory
demands, Al promises to enhance audit
efficiency, reduce human error, and elevate
the overall quality of audit reports, thereby
bolstering stakeholder confidence in financial
reporting.However, the adoption of Al in
auditing is not without hurdles. Traditional
auditing relies heavily on human judgment,
professional ~ skepticism, and ethical
considerations, elements that Al must
complement rather than supplant. Kaplan and
Haenlein (2019) highlight the interpretive and
illustrative implications of Al, emphasizing its
dual role as both a tool for augmentation and a
potential source of bias if not properly
governed. In developed economies, Big Four
firms have pioneered Al applications, such as
automated data extraction and predictive
analytics, leading to measurable
improvements in audit timeliness and
precision (Hassan, 2022). Yet, in emerging
markets like Iran, where the auditing sector is
characterized by governmental oversight,
limited technological infrastructure, and a
nascent digital ecosystem, Al integration lags
significantly. Iran's auditing environment,
dominated by state-linked institutions such as
the Audit Organization of Iran, faces unique
constraints including regulatory rigidity, skill
shortages among auditors, and resistance to
technological disruption.This  disparity

underscores a critical research gap: while
global studies affirm Al's positive impact on
audit quality—through increased accuracy,
reduced fraud risks, and faster data processing
(Hu et al; 2021)—context-specific models for
developing economies remain  scarce.
Variations in audit quality within firms are
often attributed to individual auditor
characteristics, such as experience, education,
and cognitive abilities (Gul et al; 2013), but
their interaction with Al tools in resource-
constrained settings like Iran is underexplored.
Challenges such as high implementation costs,
data privacy concerns under international
standards like GDPR equivalents, and the
need for continuous auditor training further
complicate adoption. Moreover, cultural
factors, including a preference for human-
centric  decision-making in Iranian
professional practices, may foster resistance to
Al-driven changes.This study addresses these
voids by designing a comprehensive Al-based
audit quality model tailored to Iran's auditing
environment. Drawing on grounded theory, it
identifies key factors influencing audit quality
and examines Al's role in enhancing them. The
research is guided by two primary questions:
(1) what are the criteria for an Al-based audit
guality model in Iran's auditing context?
(2) How should these criteria be prioritized to
optimize implementation? By proposing a
conceptual  framework that integrates
technological, individual, and environmental
dimensions, this work aims to empower
Iranian auditors and regulators to leverage Al
for improved financial transparency and
economic stability. Ultimately, it contributes
to the broader discourse on Al's ethical and
practical deployment in auditing, aligning
with global calls for inclusive technological
advancement in emerging markets.

METHODOLOGY

This research adopts a qualitative
exploratory design, employing grounded
theory as the foundational approach to
systematically derive a theory from empirical
data, ensuring the model's emergence is data-
driven rather than preconceived (Glaser &
Strauss, 1967). Grounded theory s
particularly suited for investigating emerging
phenomena like Al in auditing, where existing
theories may not fully capture contextual
nuances. The study proceeded in two phases:
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first, identifying factors affecting audit quality
through thematic analysis; second, evaluating
Al's enhancement potential via expert
validation. Data collection involved semi-
structured in-depth interviews with 52 domain
experts in auditing and information
technology, selected purposively to ensure
diverse perspectives. Participants included
senior auditors from Iran's Audit Organization
(28%), academic professors from universities
like Islamic Azad University (32%), IT
consultants (22%), and practitioners from
private firms (18%). Inclusion criteria
required at least 15-20 years of experience,
with a focus on those familiar with Al
applications. Sampling was  purposive
initially, transitioning to snowball for hard-to-
reach experts, achieving theoretical saturation
at the 52nd interview, where no new concepts
emerged. Interviews, lasting 45-90 minutes,
were conducted virtually via Zoom due to
geographical  dispersion,  with  audio
recordings transcribed verbatim in Persian and
translated to English for analysis. Questions
probed factors like Al recognition, individual
auditor  traits, quality metrics, and
environmental barriers, allowing for emergent
themes. To enhance rigor, a pilot with five
experts refined the protocol, ensuring clarity
and relevance. Analysis followed Strauss and
Corbin's (1998) three-stage coding process:
open coding to fragment data into initial
categories (e.g; “digital literacy” from
discussions on skills); axial coding to
interconnect  categories  around  core
phenomena (e.g; linking "Al awareness™" to
"acceptance barriers"); and selective coding to
refine a central storyline, yielding the
conceptual model. NVivo software facilitated
thematic mapping, with inter-coder reliability
checked via a second researcher (kappa =
0.82).

For prioritization, fuzzy Delphi methodology
was integrated, accommodating expert
subjectivity in uncertain contexts. Experts
rated criteria on a linguistic scale (e.g; "very
important” to "not important"), converted to
fuzzy  triangular ~ numbers.  Pairwise
comparisons via Fuzzy Analytic Hierarchy
Process (FAHP) calculated weights, with
defuzzification using the centroid method to
derive crisp priorities. Thresholds eliminated
low-consensus items (below group mean).
Demographic profiling revealed a male-

dominated sample (65.4%), aged 45-65
(61.6%), with 88.4% holding master's or PhD
degrees, primarily in governmental sectors
(59.6%), validating expertise depth. Ethical
considerations included informed consent,
anonymity, and IRB approval from Islamic
Azad University. Limitations, such as
potential bias from expert self-selection, were
mitigated  through  triangulation  with
secondary data from Iranian auditing reports.
This methodology ensures the model's
validity, grounded in Iranian realities while
drawing on global benchmarks.

RESULTS AND DISCUSSION

The grounded theory analysis crystallized
a multifaceted conceptual model comprising
four  interconnected  dimensions: (1)
Recognition and Acceptance of Al, (2)
Individual Characteristics, (3) Audit Quality,
and (4) Iranian Auditing Environment. These
dimensions encapsulate 28 criteria, prioritized
via FAHP with weights ranging from 0.12 to
0.28, emphasizing Al's contextual fit. In the
Recognition and Acceptance dimension
(aggregate weight: 0.26), key criteria include
awareness of Al concepts (e.g; machine
learning ethics, tool familiarity; weight 0.28)
and attitudes toward Al pros/cons (weight
0.25). Experts highlighted that Iranian
auditors often perceive Al as a "threat to jobs"
rather than an enabler, echoing global
resistance noted by Hassan (2022). Positive
attitudes, fostered through education, directly
influence readiness (weight 0.23), aligning
with Hu et al. (2021)'s findings on adoption
factors. The Individual Characteristics
dimension (weight: 0.24) prioritizes digital
skills (e.g; cybersecurity, coding; weight
0.27), flexibility (adaptability to change;
weight 0.24), and creativity (innovative
problem-solving; weight 0.23). These traits
mediate Al utilization, as low digital literacy
hampers tool integration. This resonates with
Gul et al. (2013), who link auditor education
and experience to quality variations, but
extends it to Al synergy in Iran, where training
gaps are acute. Audit Quality (weight: 0.25)
focuses on precision (error-free reporting;
weight 0.26), transparency/reliability
(independence adherence; weight 0.24), and
decision-making enhancement (actionable
insights; weight 0.25). Al boosts these via
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anomaly detection and predictive analytics,
reducing fraud risks by up to 40% per expert
estimates,  corroborating  Kokina  and
Davenport (2017). The lIranian Auditing
Environment (weight: 0.25) underscores
technological infrastructure (software access,
cybersecurity; weight 0.28), regulations
(standards compliance; weight 0.24), and
training/adoption (certifications, workshops;
weight 0.23). Barriers like outdated laws and
poor connectivity were recurrent, mirroring
emerging market challenges (Al-Aroud,
2020). Prioritization reveals Al awareness and
infrastructure as linchpins, with inter-
dimension linkages (e.g; skills enabling
quality) forming a holistic framework.
Discussion reveals the model's novelty in
blending Al with  local  contexts,
outperforming generic models by addressing
Iran's governmental dominance. Findings

align with Iranian studies (Zare et al; 2023) on
process evaluation, while challenging
Western-centric  views by emphasizing
cultural adaptation.

CONCLUSION

This study culminates in a robust Al-based
audit quality model for Iran, illuminating
pathways to technological integration amid
constraints. By prioritizing awareness, skills,
and infrastructure, it fosters precision and
transparency, mitigating challenges like costs
and resistance. Its originality lies in context-
specific prioritization via fuzzy Delphi,
advancing knowledge for emerging audits.
Recommendations include policy reforms,
training investments, and empirical validation.
Future research should explore quantitative
impacts, ensuring Al augments ethical
auditing for sustainable financial integrity.
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