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Designing a model of the reported earnings volatility phenomenon
using the ISM method

Hamid RavanPak Nodej **
Iraj Asadi 2

Abstract

The present study was conducted with the aim of designing a model of reported earnings volatility
using a mixed approach. Reported earnings volatility is one of the fundamental challenges in financial
analysis and corporate performance evaluation, and identifying the dimensions and factors affecting it
is of vital importance for investors and regulatory bodies. The statistical population included financial
accounting professors, financial experts of listed companies, and statutory auditors in Tehran, and 20
people were selected randomly based on theoretical saturation. In the qualitative part, data were
collected through structured interviews and analyzed using content analysis and coding in MaxQuda
software. In the quantitative part, a fuzzy interpretive structural modeling questionnaire was used and
analyzed with MATLAB software. Qualitative findings led to the identification of four main categories
of components including formation contexts (environmental fluctuations, ownership structure,
operating profit quality, accounting practices), instability dimensions (volatility range, instability
severity, duration, pattern of changes), consequences (decreased investor confidence, increased profit
forecast risk, stock price volatility, decreased market value), and intervening factors (corporate
governance, management stability, industry risk, regulatory regime). Quantitative results showed that
the relationships between these components are well-fitting and the proposed model can be used as a
comprehensive tool for analyzing and managing reported profit volatility. The validity of the model has
been confirmed through expert validation and structural relationship analysis with a high confidence
coefficient.
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