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[bookmark: _heading=h.6g4jmatkhtxv]1. Introduction
[bookmark: _heading=h.gjjybh41qtn0]1.1 Background of the Study
The rise of digital-first companies is affecting the way business is done and financial reporting practices. New revenue streams are available via subscription, software and digital channels, which means more managerial interpretation is needed with regard to when revenue is recognised. However, Kermani and Karimi (2025) argued that the accounting standards are highly developed and complex due to the increasing estimation-based reporting rules for contemporary businesses with respect to digitalisation. Soares et al (2026) further emphasised on the growing complexity of accounting practices in the digital age. Because there is an increased need to allocate revenue and implement more advanced technological systems. This is so as to support financial reporting, yet providing more room for subjective accounting choices.
[bookmark: _heading=h.jn1pgdogzo2e]1.2 Problem Statement
Adopting IFRS 15 has allowed recognition of revenue through the application of judgement, especially in companies with a digital focus that use subscription services, bundled contracts, usage-based pricing arrangements, etc. Estimates and assumptions are used at various points within the standard, providing scope for significant judgements to be made to recognise revenue (IASP, 2025). Although this flexibility can enhance the representation of complex transactions, it can afford opportunities for earnings smoothing because of the subjective nature of the judgements made regarding performance obligations, transaction prices and variable consideration. One of the most critical points in financial reporting, often creating judgement gaps and subject to regulatory attention in the modern world, is the recognition of revenue (BDO, 2025).
[bookmark: _heading=h.woxpdsijwe41]1.3 Research Aim
The main aim of this study is to evaluate ways in which and the extent to which UK-based digital-first companies leverage the subjective estimation clauses within current revenue recognition frameworks to engage in smoothing out earnings.
[bookmark: _heading=h.ay3tguu1djaw]1.4 Research Objectives
· To identify the specific steps within the standard accounting models where UK digital firms exercise the highest degree of management discretion
· To quantify the relationship between subjective revenue adjustments and the stability of reported corporate earnings over time
· To assess whether corporate governance mechanisms restrict or mitigate this specific type of earnings manipulation
[bookmark: _heading=h.9radczk3gb1v]1.5 Research Questions
· Where do digital-first companies in the UK have the most flexibility around managerial discretion for stages of the IFRS 15 revenue recognition model?
· How do the subjective revenue recognition accounting adjustments affect the certainty of digital-first UK firms' earnings?
· What are the implications for how digital-first businesses in the UK apply 'discretionary judgement' in their revenue recognition practices on the bottom line?
· What is the effectiveness of corporate governance in controlling or reducing earnings smoothing caused by subjective revenue recognition policies in the UK digital-first companies?
[bookmark: _heading=h.ewo58lavzmls]1.6 Significance of the Study 
The significance of this study lies in its consideration of whether subjective methods of revenue recognition might impact earnings reporting of digital-first companies in the UK. The results will add to the existing literature in the field of accounting judgement and earnings management in technology-based businesses. Kermani and Karimi (2025) pointed out that in the present context of shifting accounting standards, transparency and consistency have become crucial elements in financial reporting. Soares et al. (2026) also commented that in the current digital world of accounting, there is a need for more robust reporting controls. 

[bookmark: _heading=h.bt3e6hhnnfe8]2. Literature Review
[bookmark: _heading=h.ad5n0nwcydna]2.1 Theoretical Foundation: Positive Accounting Theory
Positive Accounting Theory (PAT) is an explanation for the accountant's choice of accounting procedures that will maximise the interests of the organisation or person under different economic conditions. One theory is that the incentives resulting from contracts, compensation arrangements and market expectations can often significantly affect accounting choices. Ahmed (2026) stated that modern-day accounting practices are more affected by sustainability requirements and technological changes, thus increasing the need for managerial judgment. 
[bookmark: _heading=h.pjsil1dye9ox]2.2 Revenue Recognition under IFRS 15
Today's digital business models, such as digital products, bundles, and digital platforms, have made revenue recognition more complex. Luciani (2026) noted that the accounting environment has been changing to a machine-to-machine economic system that necessitates more complex accounting relationships between machines. In IFRS 15, the 5-step model involves many criteria that include significant judgment with regard to identifying performance obligations, determining the transaction price and allocating the transaction price to those performance obligations or contracts (Jieri, 2024). 
[bookmark: _heading=h.7cmw4m5alm7f]2.3 Earnings Management and Earnings Smoothing
Earnings management is defined as a conscious effort made by the firm to manage the numbers in order to manipulate the financial statement to show desired financial results, and earnings smoothing is done to minimise the volatility of earnings from period to period. Mohan et al. (2026) added that enterprise data plays a vital role in the context of an organisation and makes information a significant organisational asset, especially in financial decision-making. Digital companies can make increasing amounts of estimates and assumptions for use in financial reporting processes as they produce massive amounts of transactions and customer information. 
[bookmark: _heading=h.qy7kqz35zee3]2.4 Digital-First Companies and Revenue Complexity
Digital-first companies are businesses that have technology-enabled business models that look for profit opportunities in several revenue streams, such as subscriptions, electronic payments, solutions like software licensing and platform services. As per Faraz (2025), small and medium enterprises are increasingly adopting Digital Payment Systems as a result of commercial transactions getting digitalised. 
[bookmark: _heading=h.judpof4b42v4]2.5 Corporate Governance as a Monitoring Mechanism
Independent boards, audit committees, internal control and external assurance processes are typical characteristics of good governance. Morshed et al. (2026) stressed the significance of upholding integrity in digital disclosures in financial statements and ESG, noting the increasing need for accurate reporting systems. Effective governance structures can minimise opportunities for Schumpeterian accounting behaviours because it helps to expand monitoring and accountability. 
[bookmark: _heading=h.km9vbo36zisl]2.6 Research Gap 
The current literature has already covered the areas of earnings management, corporate governance and financial regulation; however, there is a lack of research which focuses particularly on how digital-first firms are using the subjective rules of revenue recognition outlined in IFRS 15 to smooth earnings in the UK. Previous research has largely concentrated on traditional accrual accounting methods (discretionary accruals and expense recognition) and not judgements with regard to revenues in digital businesses. Yanney (2025) emphasised and illustrated three principal channels by which cross-border financial regulation impacts the business operations of multinational organisations - a first dimension relates to their operations, a second to investment flows, and the third to their tax structure. 

[bookmark: _heading=h.t6b2cb43k6tu]3. Methodology
[bookmark: _heading=h.etqkj62zm9fk]3.1 Research Philosophy
This study will use interpretivism research philosophy, which considers that there are multiple realities and that too subjective. This type of philosophy is assumed to enable this study to look at the link between subjective revenue recognition practices and earnings smoothing in digital-first companies in the UK. However, Bayramova and Edwards (2026) clarified that the choice of such method may require consideration of socially constructive and subjective aspects. The research will, therefore, be based on data that are published by someone else and already available over the public domain. On the basis of these, secondary findings will be assessed systematically.
[bookmark: _heading=h.5b5rrrkv6hmq]3.2 Research Approach
The study will use a deductive research approach, as the concepts to be tested are already linked with existing theories and literature on revenue recognition and earnings management. The method would start from the known theoretical assumptions, followed by a procedure to test and check whether the data collected confirm the theory. In context to qualitative research, deductive research approach will enable testing an established theory but from a new context, and make data interpretations based on certain specific and predefined criteria (Susilawati et al. 2025). Accordingly, research objectives and questions that are grounded in the existing literature will be modified. Subsequently, non-numerical data on subjective revenue recognition practices to earnings smoothing for UK digital-first companies will be assessed from a number of secondary sources.
[bookmark: _heading=h.lb8w85ypxvb8]3.3 Research Design
The research design will rely on the qualitative research design to obtain secondary data from sources on revenue recognition decision-making. This design will permit answering to questions of “how” and “why”. Makateng and Mokala (2025) emphasised the relevance of choosing a proper research design appropriate for the research objectives and needs for data. Focus will be given on pre-existing data, which, in turn, will make it possible to focus on some relevant case studies, which will be real-time UK-based digital-first companies in this case. 
[bookmark: _heading=h.iab3w89eq9ef]3.4 Data Collection 
Secondary qualitative data will be collected in this study using different case studies, as  this type of method will allow consistency and easy completion of data. It becomes possible to conduct an in-depth empirical investigation of a specific concept in real-life context with case study strategy (Hancock et al., 2021). The case study research strategy will be used here, which is expected to help in investigating the bounded phenomenon within the context of the real world. Considering this, case studies of some of the UK-based digital-first companies will be assessed in terms of subjective revenue recognition rules that lead to smooth earnings. Some of the examples to be given the main emphasis will be firms, such as Ocado Group, Auto Trader Group, Rightmove and Trainline. 
[bookmark: _heading=h.o59cjkg5z8d4]3.6 Data Analysis
As a means of analysis of collected secondary data, thematic analysis will be performed. Ahmed et al. (2025) added that thematic analysis is defined to be an effective method that enables identification and interpretation of any means of recurring patterns within qualitative case study data. This method will, therefore, help to explore the revenue accounting adjustments that digital-first companies are doing in real-time in the UK. 
[bookmark: _heading=h.w1i2iikdflnd]3.7 Ethical Considerations
Since this study will not include any human participants, therefore, there will be minimal ethical obligations. All sources of data to be used will be duly acknowledged by adhering to the guidelines of the Data Protection Act 2018. Most importantly, proper references and in-text citations of such will be used throughout the research findings. Data will be kept secure and for academic purposes only. 

[bookmark: _heading=h.wklwymrj0iiq]4. Expected Findings
Results of this study are likely to show that the aspects of revenue recognition that require subjective judgment are correlated with a higher level of earnings stability for UK digital-first businesses. The price of the transaction, variable consideration and performance obligation allocation are expected to be viewed as the most subjective aspects of financial reporting. According to Luciani (2026), managerial discretion will rise along with the use of more complex accounting structures in the increasingly sophisticated digital accounting context. 

[bookmark: _heading=h.1xo4q1t042y0]5. Limitations
There may be several limitations to this study that can impact the generalisation of the results. Data will be obtained from all means of secondary data sources and real-time context of the research area will be showcased with the use of some real-time case studies of digital-first companies. Therefore, there are some scopes for obtaining biased data. Faraz (2025) noted that experiences with adoption and implementation may diverge widely from one digital business context to another and therefore impact consistency in the responses. Furthermore, Mohan et al. (2026) noted that interpretations of enterprise data are still subject to their context and apply to very few companies.

[bookmark: _heading=h.slsiio6mc96q]6. Timeframe
[image: ]
Figure 1: Research Project Timeline
(Source: Self-Developed)
The Gantt chart is a plan for 12 months for the research arranged in time sequence from reviewing literary works through studies and research by key stages, including data collection, data analysis, report writing and submission. The timeline in this research paper can be used to show a systematic approach in project management that allocates time for each research activity to provide effective coordination of research tasks and ensure punctual completion of research. In the context of ever-growing digitalisation in business and accounting, structured planning is crucial for handling complex research projects.

[bookmark: _heading=h.kf4e1jxf4p]7. Conclusion
Subjective revenue recognition practices are a topic of study outlined within this proposal that examines the ways in which digital-first companies in the UK can use these practices to smooth earnings. The relationship between managerial discretion and earnings stability as well as corporate governance is examined, thereby filling an important gap in the literature. The study will aim to generate insights on financial regulators, auditors, investors and organisations which want to increase their transparency and reliability of financial reporting, using a qualitative approach.
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6. Timeframe: Gantt Chart
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