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Abstract

The aim of the study has been to analyse the extent of managerial discretion in the UK digital-first companies' income recognition for IFRS 15 and its possible impact on earnings stability. This study is focused on the flexibility associated with the assessment of performance obligations, transaction prices and the timing of revenue recognition. It also discusses the implications of discretionary judgment for reported earnings and the importance of corporate governance in minimising earnings smoothing. Relevant academic and professional literature have been used for systematic review and thematic analysis. 
The findings suggest that with digital-first businesses, revenue models can be complex and necessitate plenty of managerial judgment. Subjective recognition is also assessed to influence earnings stability in terms of timing and also in the measurement of earnings. However, this does not actually mean that it is a manipulation. Proper corporate governance, internal controls and oversight can, however, limit the potential for abuse of earnings smoothing. Overall, this study has contributed to understanding the relationship between IFRS 15, digital business complexity and financial reporting quality.
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Chapter 1: Introduction
1.1 [bookmark: _Toc240926320]Introduction
Companies are facing complexity in their financial reporting due to digitalisation and the way that they provide products and services to their customers and make a profit in the process. Subscription is a recurring revenue model that's often employed by digital-first companies; they operate online platforms and software services, and they have intricate revenue models. IFRS 15 gives guidance on how to recognise revenue, with managerial judgement required to apply the standards (Tenzer, 2025). This dissertation discusses the possible impact of subjective revenue recognition on earnings stability in digital-first firms in the UK context. It will concentrate on managerial discretion and the interplay between IFRS 15 and earnings management and earnings smoothing. Myers et al. (2022) emphasise how managerial discretion can impact the timing and significance of reported revenues.
[bookmark: _Toc240926321]1.2 Background of the Study
The principles-based approach to revenue recognition, provided for in IFRS 15 is based on a five-step model. As stated by Piosik (2021), this helps in the identification of a contract with a customer, identification of performance obligations, determination of the transaction price, and allocation of the transaction price and recognition of revenue when or as performance obligations are satisfied. This structure is especially relevant to advancing the digital-first companies as their deals might include webpages access/usage-based costs, bundled solutions instead of subscription-based expenses, and platform access fees. They describe the judicial precedent on cookie vs sticky heels, and to account for funds, managers need to take into account the contractual and economic facts under the necessary accounting rules, which can have a significant impact on revenue recognition (Myers et al., 2022). 
Appropriate discretion can be used to enhance the usefulness of financial information reporting, but it can also provide an opportunity for financial information to be opportunistically reported. As financial activities get an increasing digital twist, new and complex accounting issues are arising. Namazian and Mottahedi (2025) believed that Cryptocurrency assets are an emerging digital activity that is threatening to undermine traditional financial reporting systems and accounting principles. Cryptocurrency accounting follows a path different to IFRS 15, but it highlights the general challenge of using existing accounting principles when they are unable to be applied as they apply to more mature business practices. Financial reporting quality is also tightly related to revenue recognition. Nanzala et al. (2025) adopted a descriptive analysis methodology to review the techniques used in revenue recognition as well as the quality of financial reporting while highlighting the necessity for adopting suitable techniques of revenue recognition to ensure the production of reliable financial information. Hence, it is relevant not only for accounting compliance but also for the credibility and usefulness of the reported earnings if we take into consideration the subjective aspect of revenue recognition.
1.3 [bookmark: _Toc240926322]Research Problem and Rationale
The issue at the heart of the research problem is managerial judgement and its effect on the reported earnings. IFRS 15 calls for judgment in situations for performance obligations, transaction price estimates, and the timing of revenue recognition. Hence, the earmark of managerial discretion in revenue recognition still holds true. The 5-step model is presented by KPMG as implemented in IFRS 15 and illustrates variable consideration with an example of a 1 million performance fee with a 75% likelihood of success to illustrate how estimates can impact transaction prices (KPMG, 2025). PwC also mentions complexities in connection with discounts, rebates, refunds, incentives and performance-based bonuses and explains a contractual transaction amount of CU1,000 (PwC, 2026). These judgments are especially significant for digital-first firms, such as firms that offer on-demand, pay-as-you-use, platform fees and bundled services, or that charge subscription fees. According to Myers et al. (2022), managerial discretion may affect the timing of revenue recognition, with the result being either potentially informative or opportunistic depending on managerial incentives. The motivation for this study is therefore to investigate the possibility of such interactions between subjective IFRS 15 decisions and the stability of earnings in digital-first companies in the United Kingdom. This study does not make the assumption that judging is an act of manipulation, but rather asks whether with increasing complexity and digitisation of digital business, additional opportunities arise for earnings management or earnings smoothing. This contributes to understanding the relationship between accounting judgement, digital business models and reported earnings.
[bookmark: _Toc240926323]1.4 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: _Toc240926324]1.5 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: _Toc240926325]1.6 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: _Toc240926326]1.7 Scope of the Study
The study is based on digital-first businesses in the UK and will explore revenue recognition under IFRS 15 with a primary focus. The analysis focuses on managerial discretion, subjective revenue recognition, earnings management and earnings smoothing. Specific attention is paid to performance obligations, transaction-price estimation and timing of revenue recognition. This study does not review all types of earnings management or all accounting standards that apply to digital businesses. Cryptocurrency accounting is seen as a part of the broader digitalisation environment, not as an independent area of study. The study emphasises the narrower issue of revenue recognition as opposed to broader revenue manipulation. Referential evidence is analysed using a systemised and thematic approach to academic and professional literature. Nasution et al. (2023) emphasise the importance of structured research methodology for systematically organising and analysing research evidence, supporting the methodological approach adopted in this dissertation.
[bookmark: _Toc240926327]1.8 Summary of the literature review (LR), methodology, and findings
The key question that arose was not whether there was any judgement but how it was exercised and whether it could affect reported earnings of digital-first companies in the UK, considering the IFRS 15 revenue recognition model. This gave the opportunity to analyse the potential of subjective revenue recognition decisions for earnings management and earnings smoothing in firms operating in the digital environment. To do so, the systematic literature review method has been followed wherein secondary qualitative data has been collected from already-published sources. A total of 30 studies has been critically reviewed in context to 4 pre-defined themes.    
It has been reasonably inferred from the 1st theme that the focus on complexity is sufficient flexibility in IFRS 15. However, this flexibility may also open the door to management manipulation of reported results. The second theme caused one to think that management may have an incentive to show more stable financial results, as smooth earnings may have an impact on their thinking. As further evident from the 3rd theme, digital business models could present other challenges with revenue recognition, but not enough to confirm that revenue recognition would be smoothed within UK digital-first companies. This was the most obvious research gap identified and the rationale for examining the UK digital-first context. The last theme helped to review how governance practices are interwoven with the nature of these companies' revenue recognition policy. These, in turn, have showcased a way to evaluate how the policy is being used for earnings smoothing in UK digital-first firms.
[bookmark: _Toc240926328]1.9 Structure of Dissertation
The dissertation has six chapters. Research Topic, Background, Research Problem, Rationale and Scope are presented in Chapter 1. In Chapter 2, relevant literature was considered that focuses on aspects of Positive Accounting Theory, IFRS 15, managerial judgement, earnings management and the earnings smoothing and revenue recognition issues in firms operating in the digital sector. The research methodology is explained, and the systematic literature review and thematic analysis are given in Chapter 3. The results are presented in Chapter 4 and organised by major themes that have emerged from the literature sources. The findings are addressed in Chapter 5 with respect to the two research questions and analysed and linked with theoretical and empirical literature. Finally, Chapter 6 summarises the findings, answers the research questions, illustrates academic implications, discusses limitations, and shows paths for further research.
[bookmark: _Toc240926329]
Chapter 2: Literature Review
[bookmark: _Toc240926330]2.1 Introduction to the Literature Review
Revenue recognition is one of the most important areas of financial reporting that is directly tied to profitability, investor confidence, and corporate valuation. IFRS 15 brought a complete set of innovative principles to the field of revenue recognition, which apply equally to all industries and impose greater management judgment on the timing and measurement of revenue recognition. This topic has become increasingly relevant to the world of digital-first companies that rely on their contracts based on subscription models, multi-element contracts, software licensing and digital platforms. These types of business models tend to be complicated and need a lot of estimating and interpretation. As a result, criticisms have surfaced that managerial discretion in the context of revenue recognition can be a tool for manipulation and smoothing of earnings.
[bookmark: _Toc240926331]2.2 Theoretical Foundation: Positive Accounting Theory (PAT)
[bookmark: _Toc240926332]2.2.1 Overview of Positive Accounting Theory
Positive Accounting Theory (PAT) offers a basic theory to explain the choice of specific accounting policies by accounting managers and the economic incentives that can affect their choices. Kejriwal (2022) implies that PAT is based on the premise of rationality of the managerial decision maker, who selects the course of action based on the adoption of accounting techniques which maximise the attainment of the organisational objectives or the extent of maximisation of the personal objective of the manager. The theory has been gaining increasing significance since the implementation of IFRS 15 for reasons including the implementation of a principles-based approach to recognizing revenue, in which significant amounts of managerial discretion is needed when determining the performance obligation, the transaction price and the timing of the revenue recognition. This judgment can sometimes provide an opportunity for earnings management especially when revenue is tied to a marketplace-first or digital company where components of subscription-based services, bundled or variable consideration can be complex. Hanlon et al. (2022) suggested that the type of accounting rules, ownership concentration and governance procedures adopted by a firm, impact its financial reporting behaviour as firms with a weaker governance are found to have a higher incidence of earnings management.
In addition, Positive Accounting Theory (PAT) is the view that managers act strategically when making accounting choices in the face of external pressures such as regulatory pressures, contractual requirements and market expectations. PAT suggests that accounting policies can be selected not only to represent economic reality but to ensure maximum organisational and personal benefit under the flexibility allowed for by accounting standards. To comply with IFRS 15's accounting requirements and with the intent to present more predictable earnings, managers of digital-first businesses may apply subjective judgement in determining how to account for contract modifications, estimate variable consideration, allocate transaction price and recognise revenue. It is readily evident that some discretion is necessary in certain types of businesses such as those that generate subscription revenue, particularly in software-as-a-service (SaaS) companies, platform-based transactions, digital advertising, and bundled service contracts. In applying the principles underlying IFRS 15, management opportunities for judgement and discretion could potentially affect earnings and financial performance.
Successful digital transformation provides companies with an opportunity to build their more complex digital capabilities and new business models, while also deepening the complexities of business operations and the reliance on more advanced financial reporting techniques (Weritz et al., 2025). Increased revenue recognition rules involve more judgment and bring with them heightened importance in good governance, transparency of reporting, and effective internal controls as a way for organisations to expand digital operations and revenue streams. In the same vein, Yanney (2025) noted that cross-border and changing financial regulations impose considerable impact on corporate reporting practices and managerial decision-making. There is a variety of regulatory requirements imposed on multinational digital companies with operations in various jurisdictions, making it difficult to apply IFRS 15  consistently in various contractual arrangements. In the context of PAT, these pressures are all in addition to the managerial incentives that can shape the choice of accounting policies and the scope for discretion in financial reporting. In this context, PAT offers a suitable lens for exploring how the flexibility incorporated in IFRS 15 could give rise to the possibilities for subjectivity in the recognition of revenue and how this flexibility can be balanced with the requirement to comply with IFRS 15, to meet expectations of investors and regulators and to serve the organisation's performance goals, specifically in the context of companies that are digital-first businesses. Furthermore, the theoretical approach will facilitate the examination of the potential moderating effect of governance structure on the link between managerial discretion and earnings management, thereby offering a solid theoretical framework for the research questions and hypotheses postulated in the current research effort.
[bookmark: _Toc240926333]2.2.2 PAT and Earnings Management
Positive Accounting Theory (PAT) also holds that when rewards depend on reported performance, managers are able to use accounting discretion in order to attain desired results. The theory of this Bonus Plan Hypothesis is that managers will find a reason to recognise larger revenues (or revenue more quickly) to earn higher performance-based bonus pay under IFRS 15. Likewise, the Debt Covenant Hypothesis predicts that when financiers are limiting, the subjective assessment of the transaction price, variable consideration and performance obligations could be used by companies to improve their financial status and lower the risk of violating the covenant. These incentives apply especially to digital-first businesses where usage-based pricing, subscription contracts, and bundled services come in to play and demand significant managerial judgement regarding the revenue recognition model. Zyznarska-Dworczak (2023) posited that governance arrangements and reporting requirements play a significant role in the managerial reporting behaviour, especially in times of uncertainty, supporting PAT's findings that accounting discretion can facilitate earnings management in environments with low degrees of governance.
[bookmark: _Toc240926334]2.2.3 Application to Digital-First Firms
As per Kumar et al. (2025), digital-first businesses live by the principles of fast growth, intangible assets, recurring revenues, and high expectations of their investors. The characteristics lead to greater use of accounting estimates and managerial judgement. Professional judgments can be required when it comes to some of the performance obligations, period of contracts, and pricing of transactions for revenue from subscription, software licences, platform services, and digital advertising. As digital transactions grow more complex, this provides room for managerial discretion in accordance with PAT predictions. Management often has strong incentives to manage this because investors tend to look at growth and profitability factors when analysing digital businesses (Saleh et al. 2025). In this way, PAT offers a suitable theoretical lens for looking at how PAT-digital-first companies can potentially manipulate financial results under the subjective revenue recognition provisions.
Moreover, business models have rapidly been changing due to digital transformation, making IFRS 15 application more difficult for digital-first companies. Revenue from digital platforms, cloud-based services, software subscriptions and online advertising may include contractual relationships that involve multiple contracts and long-term relationships with customers that need significant managerial judgment in revenue recognition. Hayes and O'Sullivan (2024) stated that in today's competitive climate, digital organisations also employ sophisticated management control systems to track the effectiveness of the process and enhance strategic results. Where these environments exist, there could be heightened managerial incentives to create financial results that are stable, potentially leading to an increased risk of exercising accounting discretion as management strives to deliver these results within the accounting flexibility available under IFRS 15. Likewise, Wingwon et al. (2025) noted that Digital capability and Digital entrepreneurship strongly boost organisational performance through innovation and customer engagement in digital products. In addition, these functionalities also give rise to complexity when it comes to generating revenue, such as subscription renewals, platform charges, as well as usage-based models, which all involve accounting estimates based on subjective criteria. Managers in these settings might deliberately apply their judgment in recording purchases to meet investor perceptions, to manage market expectations, or to meet performance-related goals, in a manner supported by the theory of positive accounting. PAT does therefore offer a strong theoretical basis to appreciate how the distinctive operational features of a digital-first firm offer an advantage to subjective revenue recognition practices that can facilitate earnings management and earnings smoothing.
[bookmark: _Toc240926335]2.3 Revenue Recognition Under IFRS 15
[bookmark: _Toc240926336]2.3.1 Development of IFRS 15
IFRS 15 came about due to the need for a common revenue recognition standard, which applies to all industries and jurisdictions. The previous Standard Superseded multiple accounting requirements have introduced a principles-based approach, which is more focused on goods/services being transferred to the customer. The goal was to improve the uniformity, uniformity and transparency in the reporting of revenues. Findings of studies that have investigated the issue of IFRS 15 adoption have been varied. Mahfoudh and Kobbi-Fakhfakh (2025) examined firms reporting in the STOXX Europe 600 Index and discovered that the adoption of IFRS 15 had a significant impact on earnings management behaviour. Their evidence indicated that modifications in revenue recognition procedures have an impact on managerial practices in reporting revenues, thus on the quality of revenue reporting. The impact of IFRS 15 has also been seen in industry-specific cases. IFRS 15 changed the way in which revenue is recognised in the oil and gas industry, as the industry was previously relatively relaxed about identifying contracts and performance obligations. The study registered the significance of professional judgment in complex contractual relations, which is gaining importance (Toshpulatova, 2026).
[bookmark: _Toc240926337]2.3.2 Five-Step Revenue Recognition Model
This IFRS 15 framework is based on a five-step model, which includes contract identification, identification of performance obligations, determination of transaction price, allocation of the transaction price and recognition of the revenue when the performance obligations are satisfied. This model offers a framework, but each of these steps has important managerial aspects. The framework has sparked a large amount of academic interest with respect to its practical aspects. Muhamad Sori (2025) studied revenue recognition practices in Islamic financial institutions and found that in some cases, the institutions resorted to other accounting methods when revenue recognition is highly complex. The results showed that the implementation problems are still affecting accounting selection among sectors.
In addition, the five-step guidance provides a basic revenue recognition framework that can be presented and applied in many different ways in a digital-first business. A typical contract which includes one or more performance obligations, includes with or cancels performance obligations or contract rights, and contains variable pricing provisions can often span multiple years and be subject to ongoing managerial evaluations. Petersson (2025) theorised that digital-first retailers benefit from digitalisation by reaching new markets with novel customer engagement and service design, thus creating more advanced contractual relationships. Businesses that expand across markets inevitably find it difficult to apply the consistent application of each of the IFRS model stages, particularly in recognising revenue, when they grow. Likewise, Denisova (2023) stated that digital business environments demonstrate a changing nature of customer interaction and platform distribution of content, highlighting the need to adapt rapidly to the changing business environments. Contractual obligations and revenue-generating activities are frequently revised due to such dynamic operating environments, which can increase the judgement needed to identify performance obligations and time revenue recognition. Therefore, although the 5-step method can increase comparability and transparency, it creates more flexibility for subjective accounting decisions made in a digital-first organisation that can affect the reported financial performance.
[bookmark: _Toc240926338]2.3.3 Areas of Subjective Managerial Judgement
Managerial judgement is a key aspect of IFRS 15, especially for estimating variable consideration, considering a contract modification, calculating stand-alone selling price, and determining whether a performance obligation is satisfied over time or at a point in time (Onie et al., 2023). Potharla (2025) pointed out that there were significant differences in application of IFRS 15 across different industries and in the case of contracts that involved significant complexities, IFRS 15 was less easy to apply. El Idrissi Rioui et al. (2021) also discovered that the compulsory adoption of IFRS has a possible effect on earnings management behaviour, indicating that IFRS adoption does not lead to a disappearance of managerial discretion. Subjective judgements could potentially affect reported revenues, and misreporting for purposes of earnings management could be allowed when managers have performance-based incentives. These are significant considerations for the digitally native company with subscription sales, platform sales, network/software sales, digital advertising, and/or bundled sales, each with a number of performance obligations and different pricing structures. Throughout the lifecycle of the customer relationship, managers might have to consider revisiting certain transaction prices, contract tweaks or revenue timing. Dang et al (2021) showed that earnings management is correlated with the leverage. This was done to emphasize the role of contract incentives in the decision-making process of managerial reporting. Similarly, Ozili (2023) supported his findings with evidence of earnings management found in banking markets showing how managerial discretion can function in different institutional settings. In contrast, Palacios-Manzano et al. (2021) demonstrated that earning management is affected by CSR, suggesting that organisational features may both limit and impact discretionary reporting practices. Therefore, the flexibility offered by IFRS 15 in the representation of complex transactions is helpful, but because it relies on judgment, there are possibilities of opportunistic revenue recognition and earnings smoothing.
Then the challenge of a digital business model further compounds those reporting problems as the terms of the deal continuously change as customers' services evolve, get promoted or upgraded with digital improvement. In this highly fluid contractual landscape, it is more difficult to consistently apply IFRS 15 because of such a high frequency of changes in revenue recognition estimates. The digital economy has completely transformed the way of organizations, working practices and how they monetize, as well as business models, which now are more sophisticated and make it harder for organizations to perform more complex management and financial reporting, as pointed out by Zion et al. (2024). Salamon (2024) also proposed that the digital contractual environment and the organizations' behaviour are evolving and are fully aligned with the increasing digital complexity of business activities. These findings indicate that managers' judgment continues to play a relevant role in a digital-first business' financial reporting context. IFRS 15 offers flexibility and is a principles based framework to increase transparency, but it can also be used to manipulate earnings and create a ‘nice rounding' unless proper governance controls and internal controls and audit support are put in place.
[bookmark: _Toc240926339]2.3.4 IFRS 15 in Digital Business Models
The digital-first business model includes subscription services, software-as-a-service (SaaS), commissions on platforms, digital advertising and bundled service contracts – which involves significant managerial judgement – and makes the application of IFRS 15 even more difficult. Performance obligations, uncertainty about the variable consideration, allocation of transaction prices and revenue recognition in contract periods add a lot of judgment, which can allow for earnings management and earnings smoothing. Digital contracts and recurring revenue models are recurring challenges due to their complexity and are more significant than those in traditional industries. Sylolypavan et al. (2023) reported that while the improvements in enhanced revenue recognition disclosures under IFRS 15 enhances investor confidence and market transparency, the increase in managerial judgement may lead to a serious reduction in the perceived reliability of financial information reported. A similar study by Nanzala et al. (2025) revealed that the adoption of revenue recognition practices is a significant factor affecting the quality of financial reporting, which is in turn moderated by organizational size.
Digital-first business model applications are especially difficult under IFRS 15 due to the generation of revenue by bundled service contracts, digital advertising, cloud-based solutions, platform commissions, software-as-a-service (SaaS), and subscription services. Digital-first companies are focused on making long-lasting customer connections that include multiple performance obligations, recurring billings, customer incentives, contract changes, and usage-based pricing, as opposed to one-time product sales that are central to traditional entities. This likely requires managers to make significant professional judgements in these areas about identifying performance obligations and variable consideration, allocating transaction prices and determining when to recognise revenues. Such judgmental decisions provide greater flexibility in financial reporting policies and provide enhanced opportunity for earnings management and earnings smoothing. Sylolypavan et al. (2023) suggested that the improved disclosures under IFRS 15 increase investor confidence and transparency in reporting, but the higher managerial judgments in fast-changing operating environments could lead to less reliability in reported financial information. Likewise, Nanzala et al. (2025) concluded that revenue recognition techniques had a significant impact on the quality of financial reports for organisations, which was moderated by organisational size.
Revenue recognition is becoming more complicated for businesses, as they are transforming into a more digital environment. Along with the increase in the number of digital payment systems today, commercial operations are becoming more digital, which has led to a growing number of payment channels and revenue streams, and thus more complex accounting estimates and reporting systems (Faraz, 2025). Likewise, Wright et al. (2025) identified technologies to support these discretionary decisions and processes in an operating world that has adopted a digital-minded stance. The revelations of the overall studies suggest that applying IFRS 15's principles would be difficult for digital-first businesses in which the business models continuously evolve and contract relationships are revised over time. Understanding and recognizing the application of subjective revenue recognition requirements is important in determining if the requirement for the manager discretion based recognition creates room for earnings management and earnings smoothing in digital-first businesses.
[bookmark: _Toc240926340]2.4 Earnings Management and Earnings Smoothing
[bookmark: _Toc240926341]2.4.1 Concept of Earnings Management
Earnings management is when the manager intervenes in reported accounts by electing to use certain transactions, accounting techniques, and estimates. This can be a reaction to external motives like rewards to perform, contracts restrictions or market goals. Kleistik et al. (2021) offer evidence for earnings smoothing and income increasing behaviour, which suggests that managers can manipulate reported earnings to minimise variability or increased their reported earnings for a better outlook. Brennan (2021) also highlighted the need to appreciate the concept of earnings management within the boardroom following the actions of the manager that are shaped by governance and other organisational factors. Managers themselves could also influence reporting behaviour, as Qiao et al. (2025) showed that CFO overconfidence is correlated with earnings management. The findings of Saleh et al. (2025) regarding IFRS adoption pointed out that audit quality might moderate the earnings management, suggesting that good external monitoring can limit the opportunity to manage earnings and enhance financial reporting credibility.
[bookmark: _Toc240926342]2.4.2 Earnings Smoothing Behaviour
Earnings smoothing is what is referred to as a type of earning management, which aims to avoid the variability in financial performance from one accounting period to the next. Kliestik et al. (2021) discovered indications of both earnings smoothing and earnings-increasing techniques, which suggest that managers could alter the reported results to create more stable earnings patterns. In a similar vein, Kim et al. (2021) discovered that real earnings smoothing can increase investors' perceived risk decreases, indicating that smooth returns may impact the evaluation of organisational stability undertaken by external stakeholders. Managership relating to transaction prices, variable consideration and the recognition of revenue as part of IFRS 15, therefore, offers opportunities that allow the manipulation of the earnings pattern. Deen-Conteh (2020) also related principles of revenue recognition to board evaluation and manager incentives as this could cause revenue smoothing.
Especially for digital businesses with recurring revenues and subscription models, platform fees, software licensing and digital advertising, this is relevant. Ozili (2022) and Lebert et al. (2021) have reported findings showing that earnings management is still valid in technology-driven financial settings and that managers can adopt reporting techniques to impact their perception of business activity performance. Kusuma (2023) also related such accountings decisions to earnings management and income smoothing. Furthermore, research by Chaney et al. (2021) found that earnings management by managers can differ by culture, indicating that earning management is affected by aspects of the organisation and the institutional environment. As such, IFRS 15 subjective revenue recognition may ease the management's hand that provides incentives to earnings aiming on the back of reporting discretion.
These are related to the operational traits of digital-first organisations. It was argued by Hayes and O'Sullivan (2024) that digital organisations have increasingly developed complex management control systems to track the performance of the organisation and to ensure that strategic goals are achieved as the industries compete within the tumultuous environment. These reward-focused societies might force managers to drive more consistent financial results, and may raise the possibility of their exercising accounting discretion when it comes to revenue recognition. Likewise, the findings from the study conducted by Wingwon et. al. (2025) revealed that digital capability and digital entrepreneurship have significant positive impacts on organisation performance in that digital capability enables firms to create innovative digital products, while digital entrepreneurship facilitates firms in reaching customers. However, these abilities make digital revenue streams even more complicated, such as recurrent subscription funding, platform fees and commissions, and usage-based pricing, which demand constant managerial judgments within the parameters of IFRS 15. Subjective revenue recognition can increase with digital business models, as they become more complex and intricate. 
[bookmark: _Toc240926343]2.4.3 Measurement of Earnings Smoothing
Earnings smoothing can be evaluated using various methods, such as earnings volatility, discretionary accruals, income persistence, and other accounting-based measures. Ahmad et al. (2023) used a bibliometric analysis to illustrate the diversity of views adopted to study earning management and emphasized the fact that earning management has to be studied from both accounting standpoint and managerial standpoint. The factor of earnings volatility, especially when considering the issue of smoothing on unusually stable reported earnings, is particularly relevant, though the results with the lower volatility may also be genuine signs of operational stability. Phua et al. (2021) examined the relationship between earnings volatility, financial derivatives and earnings management, demonstrating that volatility can provide an important indicator when assessing managerial reporting behaviour. Likewise, Mansour and Hussainey (2026) discovered that earnings volatility functions between IFRS 15 and firm worth, underscoring its incentives in figuring out the monetary consequences of income recognition practices. 
However, the problem with observing smoothing is that it is difficult to ensure its accuracy of the interpretation of the constants involved in the observation and relationship where the smoothing effect is caused by managerial intervention and not by nature. Rigamonti et al. (2024) also showed that macroeconomic uncertainty can impact earnings management, and so external economic factors should also be taken into account when explaining earnings patterns. The reduction in volatility needs to be considered in conjunction with other measures and not used as a stand-alone measure of smoothing. Wagener (2024) also pointed out that an earnings management might take place at multiple organisational levels, implying that partly it can be carried out beyond the highest management level. Other governance factors can also affect these behaviours, with Zalata et al. (2022) demonstrating that the board characteristics are linked to outcomes of earnings management. Combined, these studies suggest the assessment of earnings smoothing should focus on more than one indicator and a series of contextual factors.
[bookmark: _Toc240926344]2.4.4 Revenue Recognition as a Tool for Earnings Smoothing
A key potential avenue for earnings smoothing in the context of IFRS 15 is the managerial estimate that must be made for transaction prices, variable consideration, performance obligations and the timing of revenue recognition. Myers et al. (2022) highlighted the discussion of managerial discretion in revenue recognition and its implications on the financial results, whereas Mansour and Hussainey (2026) associated with IFRS 15 and volatility in earnings and firm value. This can lead to the manipulation of the timing and size of revenue in one period for another, which is sometimes referred to as "shifting" revenue from one period to the next. This is important because it is in environments where management has incentives in place to ensure stable performances. Furthermore, Rigamonti et al. (2024) observed that the uncertainty surrounding the economy can influence earnings management actions, implying that the reporting motive can be enhanced with increased economic uncertainty. Simultaneously, Yahaya (2025) showed the linkage between the characteristics of governance and earnings quality, which suggests that the effective use of governance can help to limit accounting discretion. 
[bookmark: _Toc240926345]2.5 Digital-First Companies and Revenue Recognition Complexity
[bookmark: _Toc240926346]2.5.1 Characteristics of Digital-First Companies
Digital-first companies are those that focus on technology-enabled platforms, digital ecosystems and online service delivery. Their revenue can be extensive with different and complicated channels, such as subscription, software-as-a-service (SaaS), platform commission, digital advertising, or software licensing (Kumar et al., 2025). The application of IFRS 15 in these companies involves a lot of managerial judgment in determining performance obligations, contract modifications, estimating variable consideration and allocating transaction prices. These judgement-dependent procedures would, in theory, mean that there is subjective room for earnings management when it comes to recognizing revenue. Earning smoothing behavior is more likely to happen for a digitally first company compared to a traditional business model, since regulatory and institutional changes have a significant effect on financial reporting practices and managerial decisions, especially in digital first industries (Ermawati, 2023).
[bookmark: _Toc240926347]2.5.2 Revenue Complexity in Digital Firms
Digital businesses are unique in terms of the complexity in the revenue being generated, because of the wide range of contractual arrangements and the often-unique combination of services offered. Multiple performance obligations exist, often with usage-based, promotional or long-term subscription pricing models implemented. These result in significant uncertainty over the timing and the amount to be recognised for revenue. It is seen that the research in the field of interaction between IFRS 15 requirements and Digital business models is under-documented, although the models are adding more and more economic value. Although there are previous studies that examined earnings management and revenue recognition and the role of governance, limited studies have been devoted to the understanding of the use of subjective revenue recognition provisions in digital-first companies for smoothing earnings (Saleh et al. 2025). There is, therefore, a notable research gap in the link between managerial discretion and earnings stability in UK firms which are digital-first, under the adoption of IFRS 15. This will help to further the knowledge of financial reporting quality in the current digital economy.
[bookmark: _Toc240926348]2.5.3 UK Digital-First Listed Companies
Digital first listed companies provide an appropriate context to investigate subjective revenue recognition practices, as their business models are reliant on the digital platforms, recurring contracts and are technology driven. Firms like Ocado Group, Auto Trader Group, Rightmove and Trainline, earn subscription, commission, ad, platform and transaction fees. IFRS 15 requires significant managerial judgement to recognise revenue from these arrangements when it relates to identifying each performance obligation, estimating the transaction price and allocating the transaction price to total obligations. These revenue models can be quite complex and create a source of discretion in making accounting decisions that can lead to earnings smoothing and earnings management. Atia (2024) believed that context environments, such as institutional and regulatory, are very significant to the earnings management behaviour as sufficient measure of governance, and clear financial reporting are important tools in mitigating opportunism in listed companies with the main focus on the digital industry.
[bookmark: _Toc240926349]2.5.4 Financial Reporting Challenges
The emergence of digital-first businesses and the difficulties in applying consistency to recognition of revenue streams from subscriptions, platforms, bundled contracts and usage-based fees are greatly impacting financial reporting. Many of these business models involve management making subjective judgements about the transaction price, performance obligations and contract period. This flexibility can be beneficial in a way that renders the economic reality more accurately but may at the same time generate corridors for earnings management. According to Onyema et al. (2025), earnings management is related to the term creative accounting, which is related to accounting discretion to meet desired financial results. Digital environments are highly complex and ever-changing, so it is becoming more difficult than ever before to keep track of transparency and consistency among data sources for financial reporting. More than that, there are issues that stem from being a digital-first company and are not just due to literal adherence to IFRS 15, but also from the company's contracts and relationships being constantly updated and the multiple live revenue streams. Accordingly, Onyema et al. (2025) had a perception that the earnings management is managing earnings flexibly to produce a favourable financial outcome, while remaining within the boundaries of accounting principles.
As fast-growing digital business ecosystems, the numbers, variety, and complexity of financial transactions continue to increase, so do the levels of complexity when it comes to financial reporting. According to Salamon (2024), digital work environments are linked with an ever-evolving array of contractual relationships and work organisation, reflecting the broader operational uncertainty of technologically driven organizations. Likewise, Al Faraz (2025) identified the use of digital payment systems, which has revolutionized commercial transactions since more complex flows of digital revenue have emerged and digital payment arrangements have become increasingly complex by customers, inevitably leading to Dawson's increase in accounting estimates and reporting procedures for these transactions. Wright et al. (2025) have specifically addressed discretionary decisions in digital systems, which are implemented when organising processes using technology. This is because in the digital-first operating environment, technology-driven means computing and operational environments are inherently different. 
[bookmark: _Toc240926350]2.6 Corporate Governance and Monitoring of Revenue Recognition Practices
[bookmark: _Toc240926351]2.6.1 Corporate Governance Framework
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[bookmark: _Toc240880115]Figure 2.1: Corporate Governance Framework
(Source: CPN, 2025)
Corporate governance is a framework of structures, policies and mechanisms governing the decision-making processes in the organisation and how managers behave and are held accountable in that process (CPN, 2025). Independence of Boards of Directors, audit committees, internal control and external audit procedures are some characteristics of good governance. Such mechanisms are to solve agency problems and to creditably communicate financial information. Governance structures can help reduce opportunities for managers to use subjective accounting judgements for personal gain or for the purposes of the organisation to boost revenue.
[bookmark: _Toc240926352]2.6.2 Governance and Financial Reporting Quality
Overall, corporate governance is a major factor in enhancing the quality of financial reporting, including the extent of the IFRS 15 implementation discretion allowed by management, by decreasing the opportunities for earnings management. Independent boards, audit committees, and external auditors, among other governance mechanisms, enhance supervision over the judgments made in accounting for performance obligations, variable consideration, and allocating a transaction price. In this context the controls are more relevant in the case of digital-first companies because of the increased managerial discretion involved in the more intricate revenue arrangements. Ghaleb et al (2022) noticed that the strong audit and governance contribute greatly to decrease earnings management and increase financial reporting credibility and transparency.
[bookmark: _Toc240926353]2.6.3 Governance in UK Listed Companies
UK regulatory regimes enhance corporate governance, promote transparency, accountability and good quality financial reporting in listed companies. The UK Corporate Governance Code highlights the importance of board independence, audit committees that are both effective and rigorous and systems of internal control to ensure better control of the financial reporting process, including IFRS 15 revenue recognition. The managerial judgement that follows from complex contracts, for instance, subscription-based revenues or “bundled” services is very important for digital companies. Good governance might therefore help to prevent the flow of discretionary revenue recognition activities and limit earnings management and smoothing options. Hanlon (2022) concluded that accounting results depend on both accounting standards and institutional environment and the quality of governance.
[bookmark: _Toc240926354]2.7 Conceptual Framework
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[bookmark: _Toc240880116]Figure 2.2: Conceptual Framework
(Source: Self-Developed)
The conceptual framework could be used to depict the correlation between subjective revenue recognition decisions under IFRS 15, managerial discretion, earnings smoothing and corporate governance. According to the framework, it is the subjective judgement areas in IFRS 15 that give flexibility to management around when and how to recognise revenue. The degree of earnings smoothing that is engaged in may be affected by this discretionary choice, which affects how much financial data is smoothed. However, the direct path of the impact of the revenue recognition decisions on earnings stability is managerial discretion. Incorporating corporate governance as a moderating variable is relevant since proper corporate governance may curb opportunistic accounting practices and improve the transparency of reporting. The evidence supporting the framework suggests that earnings management practices can have a substantial impact on the value relevance of accounting information and investor decision-making (Ibrahimi and El Baghdadi, 2025).
[bookmark: _Toc240926355]2.8 Research Gap and research questions
There has been a wide range of studies on earnings management, accounting standards and financial reporting quality in various sectors or countries. Prior studies have mainly been targeted at accrual-based earning management and how it affects the firm value and financial performance and investment decisions. In the study of Orban et al (2026), the authors have studied the effect of accrual based earnings management on the value of a listed industrial goods company, which once again demonstrates the significance of accounting practices on corporate value. There, however, is limited research that specifically focuses on the points of managerial discretion in the revision of IFRS 15 by digital-first companies in the UK. Specifically, too little focus has been directed to matters of judgment relating to performance obligations, variable consideration, the allocation of transaction prices and timing of revenue recognition. Moreover, little is known about the impact of IFRS 15 enforcement decisions for revenue recognition made at the discretion of management on the certainty and stability of earnings in UK digital-first companies in the existing literature. Although previous studies have analysed earning management and income smoothing in general, few studies have focused on the connection between particular IFRS 15 judgements and earning stability. In limited studies, there is also some research focused on how well the corporate governance mechanisms are functioning as tools for controlling and minimizing earnings smoothing, caused by the subjective policies to recognise IFRS 15 revenue. This leaves a gap of research regarding the relationship among managerial discretion, earnings certainty and governance in companies operating in the digital-first space in the UK. This study took up these gaps addressing:
· 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 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: _Toc240926356]2.9 Chapter Summary
Literature of relevance to the study was discussed, analysed, and critically examined in this chapter covering Positive Accounting Theory, FRS 15 Revenue Recognition Standards, Earnings Management and Smoothing, Digital-First Business Models and Corporate Governance Mechanisms. The conversation focused on the opportunity they present for managerial discretion and their impact on the stability of the reported earnings due to the questionable subjective judgements associated with the recognition of income. There was also a discussion on the specific financial reporting issues of companies born-digital, as well as the importance of governance to improve reporting quality.


[bookmark: _Toc240926357]Chapter 3: Research Methodology
[bookmark: _Toc240926358]3.1 Introduction
The methodology used to explore the association between earnings smoothing in UK digital-first firms and their revenue recognition practices under IFRS 15 was summarised in this chapter. The study employed secondary academic evidence and a systematic literature review (SLR). The chapter outlined the research philosophy, research approach, research design, secondary data collection strategy, search terms, inclusion and exclusion criteria, screening and selection process, data extraction, thematic analysis, research quality and trustworthiness, ethical considerations and research limitations. 
[bookmark: _Toc240926359]3.2 Research Philosophy
Research philosophy is the value, theory or belief that guides the understanding and interpretation of knowledge in a study. According to Kumar et al. (2023), appropriate methodologies were chosen on the basis of philosophical considerations. The study was conducted from an interpretive perspective as the study investigated interpretive evidence related to managerial judgement, subjective revenue recognition, earnings management and earnings smoothing. While positivism was concerned with objective measurement and statistical testing, interpretivism was concerned with meanings, contexts and interpretations. Gamage (2025) detailed the impact of philosophies on reasoning and methodology. Interpretivism was suitable for the study as it involved interpreting patterns and differences between the different studies to better understand managerial discretion under IFRS 15 and how IFRS 15 relates to earnings management in digital-first business models.
[bookmark: _Toc240926360]3.3 Research Approach
The process of carrying out research is known as the logical method, called the approach in research. Thomas and Thomas (2021) stated that it enabled a systematic transition from concept to facts and conclusions. The study used an inductive approach, using secondary research to identify recurring themes and patterns. A deductive method was one in which a priori statements were verified against data or facts, while an inductive method was one in which data or facts were interpreted first. Firdaus et al. (2021) classified these ways into testing the existing propositions or into constructing the interpretation of things based upon the observation. The inductive approach was apt since the study examined literature on IFRS 15, managerial judgement, earnings management, earnings smoothing, and digital-first companies.
[bookmark: _Toc240926361]3.4 Research Design
Research design was related to the construct linking the research problem to procedures developed for gathering and analysing the evidence. Verma et al. (2024) explained about a design connecting methodological activities and research objectives. Systematic literature review or secondary qualitative research was used in the study. A systematic review of literature was conducted following structured procedures for identification, screening selection and analysis conducted in search for relevant literature (Ocaña-Fernández and Fuster-Guillén, 2021). Published academic research is used as secondary evidence and not primary questionnaires or interviews in the study. In the research noted above, Cheong et al. (2023) had shown that secondary qualitative research could provide systematic interpretation of the existing data and produce new insights. The design was rationalized to allow for analysis of patterns from the literature within the context of the UK digital-first companies.
[bookmark: _Toc240926362]3.5 Secondary Data Collection Strategy
Secondary data collection was defined as obtaining and analysing information generated by someone else. According to Dubey and Kothari (2022), secondary research employed existing information to be systematically used to fulfil research goals. The study employed evidence-based research on IFRS 15, revenue recognition, managerial judgement, earnings management, earnings smoothing, digital-first companies and corporate governance. A literature search was conducted utilising specific search terms and Boolean operators and screened for targeted inclusion and exclusion criteria. 
[bookmark: _Toc240926363]3.5.1 Data Sources
Data sources cited the platform and publication where the evidence for research was sourced. As per Sreekumar (2023), it is necessary to determine the proper source as per the purpose of the research. Google Scholar and academic institutional databases were mainly utilised in the study. Peer-reviewed journal articles and reputable academic sources were searched to address the research questions. These sources included support from accounting, financial, management and digital-business literature. The selection of them was appropriate because the spread of topics across various academic disciplines allowed them to find relevant research from other disciplines and the exclusion of items that did not relate directly to the goals of the research.
[bookmark: _Toc240926364]3.5.2 Search Terms
Keywords and keyword phrases were used to define search terms to find literature supporting the research. The search strategy was based on the main concepts of the research questions and Chapter 2.
	No.
	Search term/search string

	1
	"IFRS 15" AND "earnings management"

	2
	"IFRS 15" AND "earnings smoothing"

	3
	"revenue recognition" AND "earnings management"

	4
	"IFRS 15" AND "managerial judgement"

	5
	"IFRS 15" AND "digital-first companies"

	6
	"digital business models" AND "revenue recognition"

	7
	"digital firms" AND "earnings management"

	8
	"revenue recognition" AND "UK listed companies"

	9
	"corporate governance" AND "earnings management"

	10
	"IFRS 15" AND "digital companies"


[bookmark: _Toc240880117]Table 3.1: Search Strategy and Search Terms
(Source: created by author)
Boolean operators were employed to link main concepts and to restrict which items were returned. The search terms were edited if the results were considered to be general or not relevant. The search strategy was justified by the need for evidence that links to a managerial perspective on revenue recognition and the behaviour of earnings as well as to the digital business model.
[bookmark: _Toc240926365]3.6 Inclusion and Exclusion Criteria
	Criterion
	Inclusion Criteria
	Exclusion Criteria

	Topic
	Studies addressing IFRS 15, revenue recognition, or revenue recognition practices.
	Studies unrelated to IFRS 15 or revenue recognition.

	Earnings
	Studies addressing earnings management, earnings smoothing, or earnings quality.
	Studies that do not examine earnings management, earnings smoothing, or relevant financial reporting outcomes.

	Subject 
	Studies concerning digital, technology-enabled, platform-based, subscription, accounting choices, audit quality, audit committees, or board monitoring
	Studies focused entirely on unrelated business contexts where findings have no relevance to digital-first companies.

	Geographical Relevance
	Studies focusing on the UK or comparable international contexts that provide relevant evidence for UK digital-first companies
	Studies from contexts with no meaningful conceptual or comparative relevance to the UK setting

	Language
	English-language publications
	Publications not available in English

	Source Quality
	Peer-reviewed academic studies and credible scholarly publications, including academic theses and working papers where appropriate
	Blogs, general websites, opinion pieces, news articles, promotional materials, and sources lacking academic credibility

	Availability
	Studies with sufficient full-text information available for critical analysis
	Studies where sufficient full-text information is unavailable for meaningful assessment

	Duplication
	The most complete and relevant version of a study is retained
	Duplicate publications or multiple versions of the same study

	Publication Period
	Primarily recent literature, particularly 2022–2026, supplemented by seminal theoretical studies where necessary.
	Older empirical studies that have been superseded and do not provide essential theoretical or historical evidence.


[bookmark: _Toc240880118]Table 3.2: Inclusion and Exclusion Criteria
(Source: created by author)
Inclusion and exclusion criteria were used, which were pre-set in choosing articles that were suitable. Islam et al. (2022) highlighted that a well-defined selection process is crucial in systematic research. Financial studies concerned with IFRS 15, revenue recognition, earnings management, earnings smoothing, digital business models or managerial judgement and governance issues were eligible for inclusion. Incorporated are qualified, credible and English-language studies that feed into the research questions. Studies that were not related to the research topic, duplicate publications and sources less detailed and not in English were not included. 
[bookmark: _Toc240926366]3.7 Data Screening and Selection
	Search stage
	Information recorded

	Database/search platform
	Source used

	Search string
	Exact phrase entered

	Initial results
	Number retrieved

	Eligibility filtering
	Number remaining

	Title screening
	Relevant studies

	Abstract screening
	Potentially relevant studies

	Full-text screening
	Eligible studies

	Final selection
	Studies included



[bookmark: _Toc240880119]Table 3.3: Literature Screening and Selection Process
(Source: created by author)
Data screening was the systematic evaluation of publications retrieved in relevance and eligibility. Denscombe (2025) pointed to the need for methodological procedures that are clear. The process included database searching and use of predetermined search strings, screening of initial hits, deduplication, screening of titles, and abstract screening for inclusion/exclusion criteria. Relevant studies were then screened at full text before final selection of 30 studies. The indices recorded databases, search terms, first search results and screening stages, along with final searches. Final selected studies have been recorded numerically in Appendix A. This process was justified because it enabled the selection procedure to be transparent and potentially reproducible.
[bookmark: _Toc240926367]3.8 Data Extraction and Analysis
Data extraction meant collecting relevant data from every book or article chosen. Nasution et al. (2023) emphasised the need for organised procedures in organising information gathered while conducting research. The study retrieved data applicable directly to the research questions, rather than full publications.
[bookmark: _Toc240926368]3.8.1 Data Extraction
The extraction framework captured the authors and year of the study, country or context, research focus or theme, research method, sample or organisational context, key findings, IFRS 15 relevance, earnings-management relevance, digital-business relevance, governance relevance, and the research question that the study was trying to tackle.
	Field
	Information extracted

	Author and year
	Bibliographic identification

	Country/context
	Geographical and organisational setting

	Research focus
	Main subject examined

	Method
	Method used by the original study

	Sample/context
	Population or organisational context

	Main findings
	Findings relevant to the research

	IFRS 15 relevance
	Connection with revenue recognition

	Earnings relevance
	Connection with earnings management/smoothing

	Digital relevance
	Connection with digital-first businesses

	Governance relevance
	Connection with monitoring mechanisms

	Research question
	RQ to which the evidence contributed


[bookmark: _Toc240880120]Table 3.4: Data Extraction Framework
(Source: created by author)
This was a structure that allowed comparisons to be drawn regularly and consistently from work of various studies. It also helped keep material so that it did not simply come across as a descriptive listing of the individual presentations.
[bookmark: _Toc240926369]3.8.2 Thematic Analysis
	Theme
	Main focus
	Key issues examined

	Theme 1: IFRS 15 revenue recognition model used by digital-first companies in the UK and Subjective Managerial Judgement
	Subjectivity within revenue recognition
	Performance obligations, variable consideration, transaction price, contract modifications and timing of recognition

	Theme 2: Subjective revenue recognition accounting adjustments affecting earnings of digital-first UK firms
	Managerial manipulation and stabilisation of reported performance
	Earnings management, earnings smoothing, earnings volatility and reporting incentives

	Theme 3: Digital-First companies in the UK facing complexities in revenue recognition practices
	Revenue recognition challenges in digital firms
	Subscriptions, SaaS, platforms, digital advertising, bundled services and recurring revenue

	Theme 4: Corporate governance and monitoring are effective in controlling earnings smoothing in UK digital-first companies
	Mechanisms constraining managerial discretion
	Audit quality, audit committees, board monitoring, internal controls and governance


[bookmark: _Toc240880121]Table 3.5: Thematic Analysis Framework
(Source: created by author)
Thematic analysis was used to detect common themes and ideas. According to Chivanga and Monyai (2021), qualitative research is an exploratory description of evidence. The study reflects results on four themes: IFRS 15 and managerial judgement, earnings management and earnings smoothing, digital-first business model and revenue complexity, and corporate governance and monitoring. Triangulation was used to support interpretation by comparing evidence from various sources (Dzwigol, 2022). For this reason, findings were compared with other publications to look for similarities, differences and contextual variations. Thematic analysis was appropriate as it allowed for patterns to emerge from the diverse secondary research and make direct links to the research questions.
[bookmark: _Toc240926370]3.9 Research Quality and Trustworthiness
The quality of research was judged in terms of its credibility, consistency and transparency in the development of research findings. Quality was assured by a documented search strategy, pre-established inclusion and exclusion criteria, systematic screening, and systematic data extraction. The findings of various studies were compared, and both supportive and unsupportive evidence was taken into account to boost the trustworthiness of the results. Each of these processes decreased the need for individual studies and enhanced the uniformity of interpretation.
[bookmark: _Toc240926371]3.10 Ethical Considerations
Ethical issues were about presenting and using research evidence responsibly. The research was qualitative in nature, conducted with no participant contact and did not involve accrual of personal data. Ethical practice hence centred on use of proper referencing style, citing and acknowledging each one of the sources and faithful reporting of other authors’ findings and plagiarism. Evidence has not been crafted or manipulated to bolster preconceived ideas or results.
[bookmark: _Toc240926372]3.11 Methodological Limitations
There were several methodological limitations in the systematic literature review. The evidence was reliant on existing published research of quality, breadth and availability. Limited direct comparison between studies, due to differences in research methods, samples and definitions. There may have been less digital-first evidence on IFRS 15, which is specific to the UK. Publication and database-selection bias could have influenced the studies retrieved. These limitations were addressed by clear searching, clear eligibility criteria, systematic screening, systematic extraction and comparison across multiple sources.
[bookmark: _Toc240926373]3.12 Chapter Summary
The methodological approach for the systematic literature review that was employed for the research was presented in this chapter. It explained the interpretivist philosophy, inductive approach, secondary qualitative design, search strategy, eligibility criteria, screening process, data extraction and thematic analysis. The methodology created a clear and structured approach for the selection and analysis of evidence that focused on the questions under study.


[bookmark: _Toc240926374]Chapter 4: Findings and Analysis
[bookmark: _Toc240926375]4.1 Introduction
This chapter critically discusses the systematic literature review findings on subjective IFRS 15 revenue recognition and earnings smoothing in UK digital-first companies. This study covered four themes: managerial judgement, earnings management and smoothing, the complexity of digital revenues, and governance and reporting quality. The chapter also analyses how these themes relate to each other, and does not discuss them in isolation as accounting topics. The connections between the judgemental aspects of IFRS 15 and the potential for earnings management in the context of complex digital business models is also focused. The results are evaluated against theories and theories of positive accounting theory and the motivations behind managerial accounting decisions. Furthermore, the impact of corporate governance, audit quality and monitoring on opportunistic reporting is also addressed. The method used allows the review to go beyond describing previous studies to critically synthesizing what is available in the literature and laying the foundations for the areas that need further empirical investigation in UK digital-first companies.
[bookmark: _Toc240926376]4.2 Literature Review Matrix and Overview of Selected Studies
[Refer to Appendix B for literature review matrix of the selected studies]

	Theme
	Focus
	Number of studies

	Theme 1
	IFRS 15 and Subjective Managerial Judgement
	6

	Theme 2
	Earnings Management and Earnings Smoothing
	18

	Theme 3
	Digital-First Companies and Revenue Recognition Complexity
	2

	Theme 4
	Corporate Governance, Monitoring and Reporting Quality
	4

	Total
	
	30


[bookmark: _Toc240880122]Table 4.1: Distribution of the 30 studies across the four themes
(Source: created by author)
[bookmark: _Toc240926377]4.3 Findings
[bookmark: _Toc240926378]4.3.1 Theme 1: IFRS 15 revenue recognition model used by digital-first companies in the UK and Subjective Managerial Judgement
The first theme investigated whether IFRS 15 opened up opportunities for managerial judgement when determining the recognition of revenue. According to Tenzer (2025), IFRS 15 had an impact on improving the consistency and transparency of accounting, despite continuing implementation challenges. This meant that increased standardisation was not enough to remove differences of interpretation and application. Piosik (2021) demonstrated that the implementation of IFRS 15 would create a potential impact on analysts' access to revenue, operating income and earnings. This showed that revenue-recognition decisions had the potential to impact external perceptions of financial performance. Similarly, Ogunode and Salawu (2021) highlighted practical challenges with the application of IFRS 15 for various contracts, which they believed may exacerbate the issues of interpretation. The study of Jieri (2024) showed that revenue recognition is not a mechanical, but rather an interrelated activity of decisions. This reflected the issues raised in the application of the standard in practice. 
Additionally, Potharla (2025) highlighted the sectoral variations with regard to the principle-based approach to revenue recognition. This was especially important to businesses that were electronic-first, as subscription services, transactions using technology, and complex contracts might need more professional judgement. In totality, the evidence answered the first research question by concluding that IFRS 15 contained substantial managerial judgement, especially with regard to contractual arrangements. The study results, however, did not prove that professional judgment inherently led to earnings management. On the contrary, facts and circumstances indicated there was room for discretion within IFRS 15, which could be applied appropriately or opportunistically (Ogunode and Salawu, 2021). 
Moreover, the evidence indicates that in some cases of multi-lines of business and unusual contractual structures, the importance of judgement might be even more significant. Further, Ayar and Can (2025) identified that variations of IFRS 15 disclosure items within financial statement footnotes led them to believe that there might be differences in the implementation and communication of firms' revenue recognition practices. This reiterates the concept that a principles-based framework of IFRS 15 does not always lead to firms reporting the same result. Likewise, Muhamad Sori (2025) showed that determining the most appropriate revenue recognition treatment may prove challenging because of highly complex contractual arrangements, and accounting selections could vary across sectors based on the characteristics of the contract. Given the multiple interconnected performance obligations offered with their subscription, platform and bundled-service models, the findings are relevant to digital-first companies. Managerial judgement under IFRS 15 is not just manipulation, but also a room for managerial discretion. Mahfoudh and Kobbi-Fakhfakh (2025) take this line of argument one step further in their study by using IFRS 15 adoption to explain changes in revenue recognition, thereby illustrating that revenue recognition rules can affect managerial reporting behaviour. The application of revenue recognition techniques also has an impact on financial reporting quality (Ibne Shafique et al. 2025). 
[bookmark: _Toc240926379]4.3.2 Theme 2: Subjective revenue recognition accounting adjustments affecting earnings of digital-first UK firms
A second theme explored the relationship between accounting discretion and revenue recognition with earnings management and earnings smoothing. This theme had a significantly greater collection of evidence than did digital-first companies. Darabee and Mousa (2025) showed that the adoption of IFRS 15 was associated with earnings quality, meaning that revenue-recognition practices impact the earnings results. In more direct evidence, Morawska (2021) studied earnings management around IFRS 15. This indicated that there is a possibility that the recognition of revenues may influence the quality of earnings and managerial reporting practices. This association was reinforced by the firms in Europe. Mahfoudh and Kobbi-Fakhfakh (2025) studied the effects of IFRS 15 adoption for STOXX Europe 600 companies and found that ongoing IFRS 15 adoption issues persist around earnings management. Al Daoud (2022) showed that during periods of economic uncertainty, revenue standards may be especially significant to earnings management. This points to the possible impact of external forces and evolving economic conditions on managerial decision-making. 
Hajibagloo et al. (2025) related accounting standards to earnings quality, earnings management and income smoothing. A similar finding was reported by Fuad et al. (2022) in the context of IFRS 16, where they found that the implementation of accounting standards did not necessarily eliminate managerial incentives for managers to manipulate the reported performance. This was supported by evidence of income smoothing. Biswas et al. (2024) found that income-smoothing actions were correlated with provision for loans. Profit smoothing in the sector of European Banks showed its ongoing relevance in an IFRS business accounting frame (Jakubíková, 2022). Bojar (2023) also reviewed the methods of income smoothing as per IFRS 9. These studies, while not specifically addressing IFRS 15, illustrate more broadly that accounting estimates may have an impact on the stability of reported income. There was also motivation to smoothly consider. If the earnings from a company are smoothed, investors' risk level will be lowered (Kim et al. 2021). Salami and Uthman (2024), however, investigated the issue of earnings smoothing in connection with the provisioning practices and showed that provisioning practices played a significant role in reported earnings. Ko et al. (2022) studied channel stuffing in the semiconductor sector of Taiwan. 
However, accounting discretion did not necessarily signal the manipulation of numbers. Shanmugaretnam et al. (2023) highlighted the ethical difference between proper accounting judgment and the inappropriate manipulation of the numbers. However, Oubahou et al. (2024) and Amer et al. (2024) showed ongoing issues in IFRS and argued that IFRS adoption may harm some cases of earnings management. Contextual differences were also illustrated across various sources of the cross-country evidence. Kliestik et al. (2021) detected earnings smoothing and earnings inflation in V4 countries. El Idrissi Rioui et al. (2021) investigated the impact of obligatory use of IFRS and earnings management in Morocco. Taylor and Aubert (2022) compared the income smoothing results of European and Sub-Saharan African banks. Kelten and Perek (2024) discussed earnings management after the adoption of IFRS 16. Therefore, the second research question concluded that earnings management and earnings smoothing are still valid in the IFRS-based reporting environment. However, it was not found that IFRS 15 caused earnings-smoothing. Rather, accounting discretion seemed to be shaped by managerial incentives, external pressures and other reporting contexts, thereby providing opportunities for smoothing.
[bookmark: _Toc240926380]4.3.3 Theme 3: Digital-First companies in the UK facing complexities in revenue recognition practices
The third theme explored the impact of digital-first business models on revenue-recognition complexity as per IFRS 15. The literature related to the subject is not as developed as the literature related to earnings management. This imbalance was itself a prominent and significant finding as it highlighted the need to further explore the relationship between digital business models, revenue recognition and earnings behaviour. The reward aggregators explored various complexities related to performance obligations, consideration payable to customers and automated liability accruals under ASC 606 and IFRS 15 (Amebleh and Okoh, 2023). This suggested that using technology for payment could require intricate contractual deals and accounting choices. Raussi (2025) discussed the importance of revenue deferral and revenue timing for earnings quality in the research of technology companies. This evidence provided more focus on the time of revenue recognition than there was focus on contractual complexity. The results indicated that there may be unique challenges that digital-first businesses are going to experience in the area of revenue recognition. Available evidence, however, failed to show the systematic use of this complexity to smooth earnings. In particular, the literature did not make any direct links between IFRS 15 and earnings smoothing when applied to companies listed in the UK. 
Moreover, the dynamics of digital-first revenue models are further complicated by the evolving nature of digital platforms, the customer relationship and the technology-driven way in which transactions take place. Performance obligations for digital companies are harder to define and measure, as they can include products like subscriptions, platform commissions, software services, digital advertising, and usage-based arrangements. According to Faraz (2025), the introduction of digital payments has changed the way of conducting business, opening up new, and ever complex digital revenue streams. This implies that digitalisation can expand the number and variety of transactions that need to be properly recorded in the financial reporting system. Likewise, Wingwon et al. (2025) added that digital competence and digital entrepreneurship not only positively influence the organisation's performance but are also on-board for increasingly complex digital business models. These developments could make judgment to be an important consideration in measuring and recognising revenue. But this evidence should not be used to suggest that complexity necessarily leads to earnings smoothing. Instead, there is complexity which means that managerial discretion may become more important. Nanzala et al. (2025) determined that techniques of revenue recognition affect the quality of financial reporting, with the relationship being different depending on the organisational characteristics. Thus, it can be said that the existing literature led to the notion that the revenue recognition problem is unique for the digital-first firms. However, it is still not completely known whether the available problem is an area in which managers are engaging in deliberate revenue recognition manipulation to tout their earnings. It distinguishes between proper accounting treatment related to digital transactions that are more complex and accounting for these transactions through a different lens than they actually were due to the need of accounting judgement. Therefore, analysing companies listed on the UK stock exchange that identify themselves as 'digital-first' companies offers a chance to examine the unmet relationship and enhance the empirical understanding of IFRS 15, complexity of digital revenue and the behaviour of earnings.
[bookmark: _Toc240926381]4.3.4 Theme 4: Corporate governance and monitoring are effective in controlling earnings smoothing in UK digital-first companies
The fourth theme explored the effect of governance, monitoring and enforcement on the impacts of accounting discretion. Agana et al. (2023) established that part of this is that the accounting standards environment in which adoption occurs is a significant factor. This suggested the market was not convinced that the proper application of accounting rules and principles would ensure consistent high-quality reporting. Similarly, Petrovic et al. (2023) demonstrated that IFRS consequences are dependent on the dimensions of the earnings quality measure. O Cualain and Tawiah (2023) emphasised enforcement in Europe and its role in the outcome of IFRS implementation. Overall, the results indicated that institutional influences could impact the reporting benefits of accounting standards. IFRS 15 and profit management were explored from the point of view of audit firms. It specifically confirmed the significance of external monitoring in the case of substantial managerial judgment (Weshah, 2021). Taking all these into account, it is interpreted that monitoring, auditing and enforcement could limit inappropriate accounting behaviour. This finding was especially applicable to digital-first companies. Transfers may be affected in a complex manner, which may increase the difficulty of assessing the estimates and assumptions of management by external parties. Good corporate governance would then be yet another barrier to opportunistic use of IFRS 15 discretion. Governance does not eliminate managerial discretion, but it can affect the exercise of that discretion.
In addition, the efficacy of a governance body could be related to the strength of the internal control and to the quality of external assurance. Operating in a separate director, there are independent directors to examine the critical accounting estimates that require greater examination; they also have audit committees, and there are external auditors who can challenge management assumptions about variable consideration, performance obligations and the timing of revenue. Saleh et al. (2025) discovered that audit quality can have a moderating impact on the linkages between IFRS adoption and earnings management, suggesting that the greater the audit quality is, the less space does the management have to find accounting discretion to manage earnings. Thus, Yahaya (2025) found that the characteristics of governance are important, hence, the role of the Board in ensuring financial reporting can be maintained. The question is crucial for digital first companies, whose revenue streams include numerous transactions, automated processes, subscriptions and intricate contractual structures, which makes external evaluation more challenging. With the increasing sophistication of digital reporting environments, Morshed et al. (2026) stressed the need for integrity and reliability of digital financial statements, noting that an effective reporting system is essential. Additionally, Choi et al. (2025) suggested that the revenue recognition standards might impact the nature of board assessment mechanisms, implying that the consequences of accounting could directly impact on board governance of management incentives. Hence, corporate governance is related to earnings management in a manner that could have a moderating effect on earnings management as well as not as its entire cure. Excessive discretion in IFRS 15 use could be limited if monitoring is tight, and flexibility could lead to more subjective discretion in judgement where monitoring is weak, which may affect earnings on these estimates. 
[bookmark: _Toc240926382]4.4 Analysis
All four themes were related to the research questions. Managerial judgment was an important element in IFRS 15, and earnings management and smoothing continue to be relevant in IFRS reporting. Digital-first businesses caused unique revenue recognition challenges, but there was limited evidence regarding this in the UK. Governance and enforcement also affected the degree of accounting discretion that was used suitably or opportunistically. Subjective judgement did not always mean earnings manipulation was occurring, as found by a key issue. Where there were complicated contracts, professional judgement had to be used where rigidity in accounting procedures would have left questions unanswered. The combination of managerial incentives and discretion may, however, provide opportunities for opportunistic reporting (Darabee and Mousa, 2025). A lack of balance of evidence was also identified throughout the literature. Research on earnings management was relatively large, and there was not much work done on IFRS 15 directly for digital-first businesses and UK companies. This corresponded with the identified research gap. Previous research focused on these aspects largely in isolation with little evidence of how they interact. Accordingly, the study sought to identify and focus on a gap in the literature regarding the potential for judgement in IFRS 15 to lead to earnings smoothing for digital-first firms in the UK.
All four themes were related to the research questions. An important part of IFRS 15 was managers' judgment, and relevant issues in financial reporting were earnings management and earnings smoothing. Digital-first businesses added revenue recognition complexities, but a small amount of evidence was found for this specific use in UK businesses. Governance and enforcement also had an effect on the appropriateness versus opportunism aspects of accounting discretion. A complex contract required professional judgement where a rigid accounting procedure would have been more appropriate to address different circumstances of a transaction, but not necessarily an indicator of earnings manipulation. Yet with managerial incentives and their discretion over accounting decisions, there may be a possibility for opportunistic reporting (Darabee and Mousa, 2025). The analysis also revealed that digitalisation complicated accounting work. Technological innovations, however, have presented new challenges to accounting standards and financial reporting (Kermani and Karimi, 2025). On that basis, it could be an important professional judgment matter for digital-first organisations to reflect on altered contracts, recurrent services, and technology-facilitated transactions. New developments have to be addressed by accounting systems that continue to provide reliable financial reporting (Soares et al., 2026).
One of the main findings was that a distinction exists between accounting judgement and earnings management. The presence of managerial discretion does not necessarily constitute a basis for making an interpretation that it was manipulated. On the contrary, judgements were found to be appropriate subject to information and managerial incentives, and based on the underlying transaction. It could also boost financial information availability and accessibility through the development of digital reporting (Zannat et al., 2026). Another factor that came to the fore in relation to discretion in accounting was governance. Effective audit committees, internal controls, external audits and regulatory oversight may limit opportunities for inappropriate reporting practices. Therefore, regulatory mechanisms and accountability were factors important to reporting quality (Dhoke 2025). A better system of digital reporting, however, would not have been able to fully prevent managerial discretion. Research into earnings management and digitalisation was somewhat extensive, but not much research focused on IFRS 15 specifically in UK digital-first businesses. The main concern about the integrity and correctness of reporting information is also essential for digital disclosure to be achieved (Morshed et al., 2026). Thus, previous studies focused mainly on IFRS 15, earnings management, and digitalisation and governance individually, and few studies have explained the interaction between these studies. The general thrust of analysis of this study is, therefore, to examine a research gap around the possibility of subjective IFRS 15 judgement leading to earnings smoothing in digital-first companies in the UK. The findings have specifically highlighted that if managerial judgement is considered to be a form of manipulation, it does not take into consideration managerial incentives, complexity of transactions or governance mechanisms.
[bookmark: _Toc240926383]4.5 Chapter Summary
Four themes that are relevant to the research questions were critically analysed in this chapter. The results proved the importance of IFRS 15 judgement, earnings management and smoothing, the complexity of the digital revenues and ways of controlling the process. The little UK-specific evidence available, however, meant there was no direct evidence to connect the judgement required under IFRS 15 to earnings smoothing, thus reinforcing the need for more research.


[bookmark: _Toc240926384]Chapter 5: Discussion
[bookmark: _Toc240926385]5.1 Introduction
The findings are discussed in this chapter through the lens of the research questions, Positive Accounting Theory (PAT), and IFRS 15, digitalisation principles, earnings management and governance. It explains the findings and does not simply describe them, which shows how managerial judgement could impact revenue reporting in digital-first UK companies. It also takes into account digital business complexity, governance, the contribution of the study, implications and limitations.
[bookmark: _Toc240926386]5.2 Overview and Interpretation of Key Findings
IFRS 15 is assessed to provide managers with useful judgment in instances of transactions that contain uncertainty, multiple obligations, or variable contractual terms. This is especially true for digital-first companies with subscriptions, platforms, bundled services and technology-enabled transactions. Kermani and Karimi (2025) agree with this claim, as they state that the digital age has introduced new dangers to accounting standards. However, judgement is not per se manipulation; it may be needed for proper financial reporting. Digitalisation also alters the decision environment when accounting decisions take place. According to Soares et al. (2026), digital transformation has led to the use of new concepts in the field of accounting, as well as new applications where the reporting systems had to adapt to new transactions driven by technology. This confirms that digitalisation influences the complexity of reporting as well as accounting processes.
[bookmark: _Toc240926387]5.3 Discussion of RQ1: Managerial discretion under IFRS 15
RQ1 questions the extent that digital-first UK companies can move from the IFRS 15 revenue recognition model. The results show that particular importance in performance obligations, variable consideration, transaction price allocation and revenue recognition can be given to discretion. Often work involves judgments about contractual substance instead of mechanical application of rules. Namazian and Mottahedi (2025) argued that interpretation is more crucial in financial accounting systems, as transaction complexity grows with digital communication. This is especially applicable on subscription, upgrade, renewal and recurring digital contracts. Similarly, Bağdat and Yücel (2025) highlighted certain unique financial and accounting problems in online retailing business models. The findings confirmed that principles-based standards involve professional judgement in complex transactions. According to Ahmed (2026), the accountability and reporting system should adapt to new transactions and organisations formed as a consequence of digitalisation. Meanwhile, Kibria (2026) suggested that businesses are increasingly exploiting digital-service business models, which may result in more diversified revenues and customer relations. The management discretion available under IFRS 15 is, therefore, of special importance in instances of multiple components or varying components.
[bookmark: _Toc240926388]5.4 Discussion of RQ2: Subjective revenue recognition and earnings stability
RQ2 emphasizes subjective adjustment of revenue's impact on earnings certainty and stability. The results indicate that the timing and method of revenue recognition could affect reported performance, especially in the presence of multiple or recurring obligations for a contract. Vidani (2024) explained the swift evolution of digital payment systems that has transformed commercial transactions contributing to more and more digital business activities. These developments complicate the revenue recognition accounting, with which the value of correct revenue recognition judgement increases. One important consequence is the separation of the concepts of earnings management and earnings smoothing. Earnings management is the general term used to refer to managerial manipulation of accounting results, while earnings smoothing refers specifically to managerial actions taken to smooth earnings. The findings do not conclude when discretion is generally used or misused to smooth earnings in digital-first firms in the UK. Rather, the potential impact is determined by management incentive, complexity of transactions and the control environment. Sobehy et al. (2026) provide evidence that reported information has the power to impact the perception of a firm's value, underscoring its role to external stakeholders.
[bookmark: _Toc240926389]5.5 Discussion of RQ3: Implications for discretionary judgement and the bottom line
RQ3 explores the impact of discretionary judgement on the value of UK digital-first companies. The conclusions indicate that the financial impact of judgement is related to the impact on the timing and amount of reported revenue. Incentives for managers can include growth, profitability, market performance and organisational reputation. As demonstrated by Zannat et al. (2026), data-driven dashboards can enhance investor reporting transparency and accountability, suggesting there is increasing visibility of financial performance that supports tighter managerial accountability. Affected revenue and earnings are considered a risk if discretionary judgment is misapplied, but it also could enhance faithful representation of complex transactions. As such, it provides support for a qualified interpretation, rather than that discretion necessarily leads to manipulation.
[bookmark: _Toc240926390]5.6 Discussion of RQ4: Corporate governance and earnings smoothing
RQ4 examines the effectiveness of corporate governance in controlling or reducing the earnings smoothing resulting from a subjectivity in revenue recognition. Findings show that governance, internal control, monitoring and transparency can limit opportunities for inappropriate reporting. Similarly, Morshed et al. (2026) paid attention to metadata integrity in digital financial and ESG disclosures as reliable information helps to ensure the credibility of digital disclosures. In addition, Sobehy et al. (2026) suggested reputational effects of digital disclosures for firms, further driving the importance of accurate and transparent reporting. The evidence, however, does not show that there are no earnings smoothing at all. Instead, effective oversight can limit the number of times that managerial discretion can be used inappropriately.
[bookmark: _Toc240926391]5.7 Digital-First business models in context to the RQs and corporate governance as a moderating factor
Digital-first companies offer a valuable context for all four research questions as digitalisation is reshaping the structure of transactions, customer relations and sources of revenue. Digitalisation has been impacting accounting paradigms and reporting systems (Nicolae, 2025) and digital payment adoption has been digitalizing business transactions and financial practices (Faraz, 2025). Contract complexity may rise, thereby emphasizing the significance of RQ1, and potentially impacting the stability of earnings with RQ2. information deduced from RQ3 is that the more complex the contract, the more critical managerial judgment will be and it might affect the pattern of reported revenues. The complexity of digital formats, however, shouldn't be considered a sign of manipulation. In context to RQ4, governance is relevant, as effective monitoring, transparency and accountability can help to moderate the inappropriate reporting practices. Dhoke (2025) noted that financial reporting controls, regulatory modifications, transparency and accountability are important. Regarding the four research questions, the research outcome is that if IFRS 15 discretion is discussed, it is also the earnings stability, bottom-line effects and corporate governance in the reporting environment of digital-first UK companies.
The role of corporate governance exercised through the audit committee, the board and the internal and external audit may limit the discretion that IFRS 15 allows management. Suta et al. (2022) highlighted practical barriers of reporting approaches to communicate complex information. However, although aspects of reporting implications of climate change were looked into, the message remains central to financial reporting: Disclosures can fail to bring clarity, can fail to be comparable. Corporate governance can, as such, be considered a mediation factor between managerial discretion and earnings outcome. Enhanced opportunities for unchallenged discretion from weak monitoring, and greater restrictions on opportunistic use of IFRS 15 from strong monitoring. Naef et al. (2025) confirmed that informed, reliable, and structured information is a growing necessity to facilitate capital-market integration, further emphasizing the importance of effective reporting controls. This is particularly true when judgment can be material, complex or hard for an outsider to assess.
[bookmark: _Toc240926392]5.8 Overall discussion through Positive Accounting Theory
The articles drew upon PAT as the basic theory to explain the relationships found. Managers can react to economic incentives in choosing accounting alternatives, and IFRS 15 gives flexibility in such a manner that the incentives can potentially impact reporting. The judgment needed in general for the standard does not give any fiscal incentive to manipulation of earnings but indeed opportunities which can be utilised in various ways as per the circumstances. Mohan et al. (2026) emphasised the economic significance of enterprise data, stressing the need for improved accounting analysis in light of the characteristics of digital business. However, PAT should be used with care. The results cannot be correlated with opportunities and managerial judgement. Rather, they suggest an IFRS 15 flexibility-based conditional relationship along with digital complexity, governance and managerial incentives. The framework instead offers an explanation of potential behaviour, and not proof of earnings smoothing.
[bookmark: _Toc240926393]5.9 Research Gap and Contribution
The disciplines that are integrated are primarily accounting discretion, earnings management, digitalisation and reporting quality. The study specifically relates IFRS 15 judgement to the potential for earnings smoothing in UK firms that are digital-first, and it views governance as a key moderating influence. This relationship is not well formed and needs more empirical research in the UK context. Nicolae (2025) demonstrated that digitalisation can magnify transformation in accounting paradigms, suggesting that future research should consider major transformations of technology and reporting judgement simultaneously.
[bookmark: _Toc240926394]5.10 Limitations
The discussion is restricted to the limited evidence that directly addresses UK digital-first companies as per IFRS 15. Comparisons are not strictly possible due to variations in method, geographic reporting area, and earnings management definition. The use of secondary data renders the study incapable of determining if individual companies engage in revenue recognition to smooth earnings. As a consequence, conclusions from the findings do not definitely imply causation. Reporting methods can be impractical to verify complex information, demonstrating that conclusions about managerial motives cannot readily be made from disclosure (Suta et al., 2022).
[bookmark: _Toc240926395]5.11 Chapter Summary
The benefit of IFRS 15 is that it offers the flexibility to account for digital revenues when they are complex, and it offers opportunities for management discretion. Digital-first models emphasise this issue, and PAT provides insight into how incentives can shape judgement and governance can limit opportunistic behaviour. A possible link between subjective revenue recognition and earnings stability, rather than earnings smoothing, is established by the study without making this an accusation.


[bookmark: _Toc240926396]Chapter 6: Conclusion 
[bookmark: _Toc240926397]6.1 Summarising key findings
The results showed that revenue-related decisions may affect reported performance. It further pointed out the significance of revenue recognition for investigating the earnings management behaviour. The larger accounting literature further added that the implementation of IFRS did not close off the door to earnings management opportunities. With thematic analysis, it is analysed that earnings smoothing in the digital-first firms is not only a consequence of managers' opportunism, but it is also connected to digital business models' complexity and the judgement-based level of effort needed to fulfil requirements of IFRS 15. This provided another reason for proper control and monitoring systems to keep the quality of financial reporting.
Revenue recognition under IFRS 15 is supposed to accurately depict economic transactions, yet because of the subjective nature of choosing many of its judgements, there may be opportunities for earnings smoothing when managerial incentives and a lack of oversight situation align. Overall, it found that digital-first companies have often struggled to ensure their financial reporting has been transparent, consistent and reliable. It is important, therefore, that good governance (accountability) systems, good internal control and the superstructure of auditing are all put in place to ensure that management decision-making on IFRS 15 does not increase opportunities for financial performance distortion through opportunistic earnings management practices, but is an opportunity to exercise faithfully represent financial performance.
[bookmark: _Toc240926398]6.2 Answering to the research questions
Answers to RQ1 showed that there is greater managerial discretion among digital-first companies in the UK. It further assessed one of the companies for the assessment of performance obligations, specifically in relation to their transaction prices and reviewing the time to improve the duty to recognize revenue under IFRS 15. Business models that are digitally first include multi-stage contractual arrangements, complex performance obligations, a variable consideration, and a changing customer relationship. Such features necessitate a judgement on the other part of the managers as to the extent of the revenue recognition and the timing of the accounting period in which such revenue is to be recognized. As a result, this may also create discrepancies in the reported revenue figures for companies using the same accounting system. In the context of RQ2, this study implied that there is possibility of subjectivity influencing the earnings certainty as managerial judgement can have an impact on both the level and time of recognition of revenue. This is especially important for the digital industry that may have revenue models based on subscriptions, bundled services, performance-based, discounts or otherwise variable models. However, the more complex it gets, the more judgment is required and where and when to recognize revenue becomes more uncertain.
The potential bottom line impacts of managerial judgement are related to the nature of the judgement, as witnessed from RQ3. However, simply marking a judgment does not mean that the report is manipulated or inappropriate. In situations where management exercises its discretion to make judgments result in a faithful representation of economically complex transactions. It then contributes to the quality and relevance of financial reporting. If judgment is used out of nowhere, it can affect the timing or amount of revenue and thus the reported earnings. Lastly, RQ4 demonstrates the need for corporate governance in the management of these risks. However, opportunities for inappropriate earnings smoothing could be mitigated with effective monitoring, internal controls, management oversight and governance mechanisms. However, the level of risk associated with subjective accounting decisions cannot be removed through the governance mechanism. A holistic approach of continued professional judgement, sound governance and management is still required for the effective preparation of robust and trustworthy financial statements. The overall conclusion is that the relation between IFRS 15, managerial judgement and corporate governance is significant for fostering the reliability of revenue recognition in the UK digital-first firms.
[bookmark: _Toc240926399]6.3 Recommendations, academic and Practical Implications
Academically, the results linked the concepts of PAT into the realm of digital-first revenue recognition and bridge IFRS 15 judgement and the earnings-smoothing literature. In practice, these are relevant for managers, auditors, audit committees, investors and regulators who must take part in significant judgements regarding revenues. Ahmed (2026) highlighted that the nature of accounting and finance is constantly changing and CPF must always be adjusted to suit the changes, but retain trustworthiness. Document significant judgements made clearly, and challenge assumptions that could have a material impact on the timing and measurement of revenue by managers, and also by auditors and audit committees. This can lead to enhanced comparability, investor confidence, and minimise the possibility for manipulation to give false impressions of real financial performance over time. Kibria (2026) demonstrated that digital-service transformation can alter organisational activities and that interpretation of newly shifting arrangements is important. Managers need to constantly evaluate contract conditions, transaction pricing, performance requirements for renewal subscriptions, platform fees and bundle digital services, pricing and promotional requirements and other usage-based pricing. Such judgmental processes further complicate accounting reporting and the extent of subjective accounting decisions that may be made. This can lead to financial statements showing the true economic substance of digital transactions. It can further provide a chance for managers to use accounting discretion to ‘manipulate' earnings or to work towards financial results.
[bookmark: _Toc240926400]6.4 Limitations of the Study
There are a few limitations to this study. To begin with, this study has focused on existing academic and professional literature, rather than first-hand evidence gathered from UK digital-first businesses. Thus, results rely on available published sources, their quality and relevance. Secondly, this study concentrates on IFRS 15, managerial discretion, earnings management, earnings smoothing and corporate governance rather than other accounting systems and other aspects of financial reporting behaviour. Thirdly, the business landscape is digital, and thus high technology and business models could pose problems for the accounts that have not been fully captured in the literature. Lastly, since the study only looks at correlations and patterns, it may not show that subjective judgement causes earnings smoothing directly.
[bookmark: _Toc240926401]6.5 Future Research Directions
Future studies can focus on these limitations by using the interviews, questionnaires or case studies with managers and auditors, audit committee members in digital-first companies in the UK. A quantitative study can also assess whether increased managerial discretion under IFRS 15 is correlated with changes in earnings volatility, revenue timing and/or earnings smoothing. Comparative studies could be conducted to identify the similarities/contradictions between companies that are digital or not, to see if digital business models have unique revenue recognition issues. Another area of interest for future research would be the effect of artificial intelligence, automated accounting and digital reporting technology on managerial decisions and on the governance of companies. Long-term studies would yield additional evidence of the future evolution of IFRS 15 practice in the context of changes in digital business models.
[bookmark: _Toc240926402]6.6 Chapter Conclusion
As this chapter establishes, IFRS 15 and managerial judgement are not without complication for digital-first companies, especially in the realm of contractual arrangement and timing of revenue recognition. Given the results, it can be argued that both the subjective recognition of the revenue and the existence of appropriate governance and internal control may influence the consistency of earnings. This study, therefore, highlighted the need for transparency, accountability and reliable financial reporting from the accounting judgement required.
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APPLICATION FOR ETHICAL APPROVAL

In order for research to result in benefit and minimise risk of harm, it must be conducted ethically. 

The University follows the OECD Frascati manual definition of research activity: “creative work undertaken on a systematic basis in order to increase the stock of knowledge, including knowledge of man, culture and society, and the use of this stock of knowledge to devise new applications”. As such this covers activities undertaken by members of staff, postgraduate research students, and both taught postgraduate and undergraduate students working on dissertations/projects.

The individual undertaking the research activity is known as the “principal researcher”.

This form must be completed and approved prior to undertaking any research activity. 

SECTION A: About You (Principal Researcher)
	1
	Full Name:
	MAHIPALSINH RANVIRSINH GOHIL

	2
	Student Number:
	
2510635

	3
	Email address:
	manavgohil0102@gmail.com

	4
	Programme of Study:
	MBA INTERNATIONAL BUSINESS

	5
	Supervisor:
	SHAHRUKH IRFAN



SECTION B:  Internal and External Ethical Guidance Materials
	
	Please list the core ethical guidance documents that have been referred to during the completion of this form (including any discipline-specific codes of research ethics, location-specific codes of research ethics, and also any specific ethical guidance relating to the proposed methodology).  Please tick to confirm that your research proposal adheres to these codes and guidelines. You may add rows to this table if needed.

	1
	UWTSD Research Ethics & Integrity Code of Practice
	☒
	2
	UWTSD Research Data Management Policy
	☒

	3
	
	☐

	4
	
	☐



SECTION C: Details of Research Activity
	1
	Indicative title:
	HOW ARE DIGITAL-FIRST COMPANIES USING SUBJECTIVE REVENUE RECOGNITION RULES TO SMOOTH OUT EARNINGS IN THE UK?


	2
	Proposed start date:
	June 2026
	Proposed end date:
	September 2026

	
	Introduction to the Research (maximum 300 words in each section)
Ensure that you write for a Non-Specialist Audience when outlining your response to the three points below:
· Purpose of Research Activity
· Proposed Research Question
· Aims of Research Activity
· Objectives of Research Activity
Demonstrate, briefly, how Existing Research has informed the proposed activity and explain
· What the research activity will add to the body of knowledge 
· How it addresses an area of importance. 

	3
	Purpose of Research Activity

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. Taking these into account, this study will assess the consideration of whether subjective methods of revenue recognition might impact earnings reporting of digital-first companies in the UK. 


	4
	Research Question
· 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?

	5
	Aims of Research Activity
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.


	6
	Objectives of Research Activity
· 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

	
	Proposed data collection methods (maximum 600 words)
Provide a brief summary of all the methods that may be used in the research activity to collect data, making it clear what specific techniques may be used. If methods other than those listed in this section are deemed appropriate later, additional ethical approval for those methods will be needed. You do not need to justify the methods here but should instead describe how you intend to collect the data necessary for you to complete your project.

	7
	
In terms of data collection, secondary qualitative data will be collected. 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. Next to this, the secondary qualitative analysis will be done on the basis of thematic analysis. A total of 4 pre-defined themes that align with the research questions will be prepared. It is estimated for this method to be helpful in assessing 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.



SECTION D: Scope of Research Activity
	
	Will the research activity include:
	YES
	NO

	1
	Use of a questionnaire or similar research instrument?
	☐
	☒

	2
	Use of interviews?
	☐
	☒

	3
	Use of focus groups?
	☐
	☒

	4
	Use of participant diaries? 
	☐
	☒

	5
	Use of video or audio recording?
	☐
	☒

	6
	Use of computer-generated log files?
	☐
	☒

	7
	Participant observation with their knowledge?
	☐
	☒

	8
	Participant observation without their knowledge?
	☐
	☒

	9
	Access to personal or confidential information without the participants’ specific consent?
	☐
	☒

	10
	Administration of any questions, test stimuli, presentation that may be experienced as physically, mentally or emotionally harmful / offensive?
	☐
	☒

	11
	Performance of any acts which may cause embarrassment or affect self-esteem?
	☐
	☒

	12
	Investigation of participants involved in illegal activities?
	☐
	☒

	13
	Use of procedures that involve deception?
	☐
	☒

	14
	Administration of any substance, agent or placebo?
	☐
	☒

	15
	Working with live vertebrate animals?
	☐
	☒

	16
	Procedures that may have a negative impact on the environment?
	☐
	☒

	17
	Other primary data collection methods. Please indicate the type of data collection method(s) below.
	☐
	☐

	
	Details of any other primary data collection method:

(this box should expand as you type)
	
	



If you have ticked NO to every question then the research activity is (ethically) low risk and you may skip section E and continue to section F.

If YES to any question, then no research activity should be undertaken until full ethical approval has been obtained. 

SECTION E: Intended Participants
	
	Who are the intended participants:
	
YES
	
NO

	1
	Students or staff at the University?
	☐
	☐

	2
	Adults (over the age of 18 and competent to give consent)?
	☐
	☐

	3
	Vulnerable adults?
	☐
	☐

	4
	Children and Young People under the age of 18? (Consent from Parent, Carer or Guardian will be required)
	☐
	☐

	5
	Prisoners?
	☐
	☐

	6
	Young offenders?
	☐
	☐

	7
	Those who could be considered to have a particularly dependent relationship with the investigator or a gatekeeper?
	☐
	☐

	8
	People engaged in illegal activities?
	☐
	☐

	9
	Others. Please indicate the participants below, and specifically any group who may be unable to give consent.

	☐
	☐

	
	Details of any other participant groups:
Complete this only if your participants cannot give consent. This includes animals

(this box should expand as you type)
	
	



	
	Participant numbers and source
Provide an estimate of the expected number of participants. How will you identify participants and how will they be recruited? 

	10
	How many participants are expected?

	

	11
	Who will the participants be?

	

	12
	How will you identify the participants?
	



	
	Information for participants:
	
YES
	NO
	
N/A

	13
	Will you describe the main research procedures to participants in advance, so that they are informed about what to expect?
	☐
	☐
	☒

	14
	Will you tell participants that their participation is voluntary?
	☐
	☐
	☒

	15
	Will you obtain written consent for participation?
	☐
	☐
	☒

	16
	Will you explain to participants that refusal to participate in the research will not affect their treatment or education (if relevant)?
	☐
	☐
	☒

	17
	If the research is observational, will you ask participants for their consent to being observed?
	☐
	☐
	☒

	18
	Will you tell participants that they may withdraw from the research at any time and for any reason?
	☐
	☐
	☒

	19
	With questionnaires, will you give participants the option of omitting questions they do not want to answer?
	☐
	☐
	☒

	20
	Will you tell participants that their data will be treated with full confidentiality and that, if published, it will not be identifiable as theirs?
	☐
	☐
	☒

	21
	Will you debrief participants at the end of their participation, in a way appropriate to the type of research undertaken?
	☐
	☐
	☒

	22
	If NO to any of above questions, please give an explanation 

	
	You should be able to tick YES for all of these questions. If not, then explain why not in this box.

(this box should expand as you type)



	
	Information for participants:
	
YES
	NO
	
N/A

	24
	Will participants be paid?
	☐
	☐
	☒

	25
	Is specialist electrical or other equipment to be used with participants?
	☐
	☐
	☒

	26
	Are there any financial or other interests to the investigator or University arising from this study?
	☐
	☐
	☒

	27
	Will the research activity involve deliberately misleading participants in any way, or the partial or full concealment of the specific study aims?
	☐
	☐
	☒

	28
	If YES to any question, please provide full details 

	
	You should be able to tick NO for most of these questions. For any cases that you have ticked YES then provide details in this box. If you are using cameras/voice recorders to record interviews, then please state that in this box.

(this box should expand as you type)



SECTION F: Anticipated Risks
	
	
Outline any anticipated risks that may adversely affect any of the participants, the researchers and/or the University, and the steps that will be taken to address them.  

	1
	Risks to participants
For example: sector-specific health & safety, emotional distress, financial disclosure, physical harm, transfer of personal data, sensitive organisational information. If you have identified in section D that there are no participants, then enter N/A and go skip to question 3.

	
	Risk to participants:

Since data will be collected from secondary sources, therefore, there will be no such risks. 

	How you will mitigate the risk to participants:

N/A


	2
	If research activity may include sensitive, embarrassing or upsetting topics (e.g. sexual activity, drug use) or issues likely to disclose information requiring further action (e.g. criminal activity), give details of the procedures to deal with these issues, including any support/advice (e.g. helpline numbers) to be offered to participants. Note that where applicable, consent procedures should make it clear that if something potentially or actually illegal is discovered in the course of a project, it may need to be disclosed to the proper authorities

	
	
This will be not be a sensitive, embarrassing or upsetting topic.


	3
	Risks to the investigator
For example: personal health & safety, physical harm, emotional distress, risk of accusation of harm/impropriety, conflict of interest

	
	Risk to the investigator:

Since already-published secondary sources will only be used for data analysis, therefore, sources that require premium subscription cannot be used. 

	How you will mitigate the risk to the investigator:

A thorough study of freely available data sources will have to be given the emphasis.


	4
	University/institutional risks
For example: adverse publicity, financial loss, data protection

	
	Risk to the University:

There will be no risk. 
	How you will mitigate the risk to the University:

N/A

	5
	Environmental risks
For example: accidental spillage of pollutants, damage to local ecosystems

	
	Risk to the environment:

There will be no risk.
	How you will mitigate the risk to environment:

N/A




SECTION G: Feedback, Consent and Confidentiality

If you have identified in section D that there are no participants, then enter skip this section and continue to section H.
	1
	Feedback
What de-briefing and feedback will be provided to participants, how will this be done and when? 

	
	

	2
	Informed consent
Describe the arrangements to inform potential participants, before providing consent, of what is involved in participating. Describe the arrangements for participants to provide full consent before data collection begins. If gaining consent in this way is inappropriate, explain how consent will be obtained and recorded in accordance with prevailing data protection legislation.

	
	

	3
	Confidentiality / Anonymity
Set out how anonymity of participants and confidentiality will be ensured in any outputs. If anonymity is not being offered, explain why this is the case. 

	
	



SECTION H: Data Protection and Storage
	
	Does the research activity involve personal data (as defined by the General Data Protection Regulation 2016 “GDPR” and the Data Protection Act 2018 “DPA”)?
	YES
	NO

	1
	“Personal data” means any information relating to an identified or identifiable natural person (‘data subject’). An identifiable natural person is one who can be identified, directly or indirectly, in particular by reference to an identifier such as a name, an identification number, location data, an online identifier or to one or more factors specific to the physical, physiological, genetic, mental, economic, cultural or social identity of that natural person. Any video or audio recordings of participants is considered to be personal data.
	☐
	☒

	
	If YES, provide a description of the data and explain why this data needs to be collected:

	2
	This includes audio/video data of participants but can also include IP addresses and usernames. Names, addresses and emails also count, as do consent forms.

(this box should expand as you type)

	
	Does it involve special category data (as defined by the GDPR)?
	YES
	NO

	3
	“Special category data” means sensitive personal data consisting of information as to the data subjects’ –
(a) racial or ethnic origin,
(b) political opinions,
(c) religious beliefs or other beliefs of a similar nature,
(d) membership of a trade union (within the meaning of the Trade Union and Labour Relations (Consolidation) Act 1992),
(e) physical or mental health or condition,
(f) sexual life,
(g) genetics,
(h) biometric data (as used for ID purposes),
	
☐
	
☒

	
	If YES, provide a description of the special category data and explain why this data needs to be collected:

	4
	What counts as ‘sensitive’ will differ between cultures. Any information on behaviour that is not in accordance with cultural norms would count as sensitive personal data.

(this box should expand as you type)



	
	
Will data from the research activity (collected data, drafts of the thesis, or materials for publication) be stored in any of the following ways?
	YES
	NO

	5
	Manual files (i.e. in paper form)?
	☐
	☒

	6
	University computers?
	☒
	☐

	7
	Private company computers?
	☒
	☐

	8
	Home or other personal computers?
	☐
	☒

	9
	Laptop computers/ CDs/ Portable disk-drives/ memory sticks?
	☐
	☒

	10
	“Cloud” storage or websites?
	☒
	☐

	11
	Other – specify:

	☐
	☐

	12
	For all stored data, explain the measures in place to ensure the security of the data collected, data confidentiality, including details of backup procedures, password protection, encryption, anonymisation and pseudonymisation:

	
	
Personal computer and laptop will be used for storing collected data. In addition to this, all data will be kept in password protected cloud storage on the University Office 365 system, which will not be shared with anyone else.



	
	Data Protection

	
	Will the research activity involve any of the following activities:
	YES
	NO

	13
	Electronic transfer of data in any form?
	☒
	☐

	14
	Sharing of data with others at the University outside of the immediate research team?
	☐
	☒

	15
	Sharing of data with other organisations?
	☐
	☒

	16
	Export of data outside the UK or importing of data from outside the UK?
	☐
	☒

	17
	Use of personal addresses, postcodes, faxes, emails or telephone numbers?
	☐
	☒

	18
	Publication of data that might allow identification of individuals?
	☐
	☒

	19
	If YES to any question, please provide full details, explaining how this will be conducted in accordance with the GDPR and Data Protection Act (2018) (and/or any international equivalent):

	
	This includes data such as drafts of your thesis as well as experimental or survey data. An example of suitable text is given below.

By adhering to the GDPR and Data Protection Act (2018), soft copies of all data sources will be stored in Google drive. 


	20
	List all who will have access to the data generated by the research activity:

	
	Researcher and supervisor


	21
	List who will have control of, and act as custodian(s) for, data generated by the research activity:

	
	The researcher


	22
	Give details of data storage arrangements, including security measures in place to protect the data, where data will be stored, how long for, and in what form. 

	
	
All collected data will be encrypted and kept in password protected cloud storage on the University Office 365 system. Access of this will lie with the researcher only. Such data will be stored until the completion of the project and then deleted. 


	22
	Confirm that you have read the UWTSD guidance on data management (see https://www.uwtsd.ac.uk/library/research-data-management/)
	☒

	23
	Confirm that you are aware that you need to keep all data until after your research has completed or the end of your funding
	☒



SECTION I: Use of AI tools
	Use of generative AI and other AI-based tools
There are a number of ethical issues relating to the use of generative AI and other AI-based tools, including data security, output bias, and output errors. In general you should assume that any generative AI or other AI-based tool that you pay to use is more secure and accurate than one which is free to use.

Will the research use AI tools to do any of the following:
	YES
	NO
	N/A

	1
	Capture data?
	☐
	☒
	☐

	2
	Generate and/or edit text?
	☐
	☒
	☐

	3
	Generate graphics?
	☐
	☒
	☐

	4
	Generate video?
	☐
	☒
	☐

	5
	Generate sound/music?
	☐
	☒
	☐

	6
	Generate code?
	☐
	☒
	☐

	7
	Generate synthetic data?
	☐
	☒
	☐

	8
	Analyse data?
	☐
	☒
	☐

	9
	Analyse personal or sensitive data?
	☐
	☒
	☐

	10
	Classify data?
	☐
	☒
	☐

	11
	Do you intend to use the free version of any AI tools?
	☐
	☒
	☐

	If you have answered YES to any of questions O1-O11, please provide justification detailing why this is necessary for the research.  

	12
	State which AI tool or tools you will be using, and where they are based (or store their data – you may need to check their webpages or user agreement for this). If you are planning to use Copilot then say if you’re using the UWTSD version of it or the public version. You should also show how you are complying with current UWTSD guidance/policy of the use of AI.

(this box should expand as you type)




SECTION J: Declaration
	
	The information which I have provided is correct and complete to the best of my knowledge. I have attempted to identify any risks and issues related to the research activity and acknowledge my obligations and the rights of the participants.

In submitting this application I hereby confirm that I undertake to ensure that the above named research activity will meet the University’s Research Ethics and Integrity Code of Practice which is published on the website: https://www.uwtsd.ac.uk/research/research-ethics/ 

	1
	Signature of applicant:
	Mahipalsinh Ranvirsinh Gohil
	Date: 29/07/2026


	2
	Supervisor:
	Shahrukh Irfan
	Date: 27/07/2026

	3
	Signature:
	  [image: ]
	





[bookmark: _Toc240926406]Appendix B: Literature review matrix of selected studies
	No.
	Author(s) & Year
	Country / Context
	Method / Approach
	Main Focus
	Key Finding / Contribution
	Theme

	1
	Tenzer (2025)
	International
	Systematic literature review
	IFRS 15 implementation and impact
	Reviewed the implementation and consequences of IFRS 15, highlighting improvements in comparability and transparency alongside ongoing challenges related to managerial judgement and implementation
	Theme 1

	2
	Piosik (2021)
	Poland
	Empirical analysis
	IFRS 15 and analysts' forecasts
	Examined whether the implementation of IFRS 15 influenced consensus forecasts for revenue, operating income, and net earnings
	Theme 1

	3
	Darabee and Mousa (2025)
	Palestine
	Quantitative empirical analysis
	IFRS 15 and earnings quality
	Investigated the effect of IFRS 15 implementation on earnings quality among Palestinian listed corporations
	Theme 2

	4
	Morawska (2021)
	Poland
	Empirical analysis
	IFRS 15 and revenue-based earnings management
	Examined revenue-based earnings management following IFRS 15 implementation and highlighted the importance of discretionary revenue recognition
	Theme 2

	5
	Mahfoudh and Kobbi-Fakhfakh (2025)
	STOXX Europe 600
	Empirical analysis
	IFRS 15 and earnings management
	Investigated the effect of mandatory IFRS 15 adoptions on earnings-management practices among European listed firms
	Theme 2

	6
	Ogunode and Salawu (2021)
	Nigeria
	Empirical/qualitative study
	IFRS 15 revenue-recognition challenges
	Examined practical difficulties and dilemmas associated with implementing IFRS 15 from the perspectives of affected firms
	Theme 1

	7
	Al Daoud (2022)
	IFRS and GAAP contexts
	Comparative empirical analysis
	Revenue standards and earnings management
	Compared revenue standards under IFRS and GAAP and examined their relationship with earnings management during the COVID-19 period
	Theme 2

	8
	Jieri (2024)
	International
	PhD research/model development
	Application of IFRS 15
	Developed an integrated model for applying IFRS 15 and examined practical issues associated with revenue recognition
	Theme 1

	9
	Biswas et al. (2024)
	BRICS countries
	Empirical/panel analysis
	IFRS, provisions and income smoothing
	Examined income smoothing through loan-loss provisions and considered the role of IFRS and trade openness
	Theme 2

	10
	Jakubíková (2022)
	European banks
	Empirical/panel analysis
	Profit smoothing under IFRS 9
	Investigated whether European banks used loan-loss provisions to smooth profits following IFRS 9 implementation
	Theme 2

	11
	Weshah (2021)
	Jordan
	Field study
	IFRS 15 and profit management
	Examined whether IFRS 15 limited profit-management practices in Jordanian public shareholding companies from the perspective of audit firms
	Theme 4

	12
	Hajibagloo et al. (2025)
	Iran
	Quantitative empirical analysis
	Accounting standards and earnings quality
	Examined earnings quality, earnings management and income smoothing before and after accounting-standard implementation
	Theme 2

	13
	Fuad et al. (2022)
	Southeast Asia
	Empirical analysis
	IFRS adoption and earnings management
	Examined early IFRS 16 compliance, earnings management and corruption in Southeast Asian countries
	Theme 2

	14
	Bojar (2023)
	Banking sector
	Literature review
	IFRS 9 and income smoothing
	Reviewed research concerning loan-loss provisions and income smoothing in the context of IFRS 9
	Theme 2

	15
	Kim et al. (2021)
	International/market-based evidence
	Empirical analysis
	Real earnings smoothing and perceived risk
	Examined whether real earnings smoothing reduced investors' perceived risk and its implications for market participants
	Theme 2

	16
	Amebleh and Okoh (2023)
	Digital payment/reward ecosystem
	Accounting analysis
	ASC 606/IFRS 15 and rewards aggregators
	Examined performance obligations, consideration payable to customers and automated liability accruals in large-scale digital payment and rewards environments
	Theme 3

	17
	Salami and Uthman (2024)
	Nigeria
	Empirical/panel analysis
	Bank capital, provisioning and earnings smoothing
	Investigated the relationship between bank capital, provisioning practices, IFRS and earnings smoothing
	Theme 2

	18
	Kuo et al. (2022)
	Taiwan
	Quantitative empirical analysis
	Revenue recognition and channel stuffing
	Examined revenue recognition and channel-stuffing behaviour within the Taiwanese semiconductor industry
	Theme 2

	19
	Shanmugaretnam et al. (2023)
	International
	Literature/review approach
	Earnings-management techniques
	Reviewed different earnings-management techniques from an ethical perspective and considered their implications for financial reporting.
	Theme 2

	20
	Potharla (2025)
	India / international sectors
	Sectoral literature analysis
	IFRS revenue-recognition challenges
	Examined sectoral differences in applying principles-based revenue-recognition requirements and identified implementation challenges
	Theme 1

	21
	Oubahou et al. (2024)
	Morocco
	Quantitative/panel analysis
	Earnings quality in IFRS environment
	Examined earnings quality and earnings-management indicators, including earnings smoothing, under IFRS
	Theme 2

	22
	Amer et al. (2024)
	Emerging market
	Quantitative empirical analysis
	IFRS adoption and earnings management
	Investigated whether IFRS adoption could mitigate earnings-management practices in an emerging-market setting
	Theme 2

	23
	Kliestik et al. (2021)
	V4 countries
	Cross-country empirical analysis
	Earnings smoothing and earnings inflation
	Examined earnings-management practices through earnings smoothing and earnings inflation across V4 countries
	Theme 2

	24
	Kelten and Perek (2024)
	Türkiye
	Quantitative empirical analysis
	IFRS 16 and earnings management
	Examined the effect of IFRS 16 implementation on earnings-management behaviour among firms listed on Borsa Istanbul
	Theme 2

	25
	El Idrissi Rioui et al. (2021)
	Morocco
	Multinomial logit analysis
	Mandatory IFRS adoption and earnings management
	Examined the impact of mandatory IFRS adoption on different forms of earnings-management behaviour
	Theme 2

	26
	Raussi (2025)
	Technology firms
	Firm-level empirical analysis
	Revenue deferral and earnings quality
	Investigated the impact of revenue deferral on earnings quality in technology firms, providing direct relevance to technology-based revenue models
	Theme 3

	27
	Agana et al. (2023)
	International/emerging markets
	Cross-country empirical analysis
	IFRS adoption and accounting quality
	Examined different IFRS adoption approaches and their implications for accounting quality and earnings-related reporting outcomes
	Theme 4

	28
	Petrovic et al. (2023)
	Ecuador
	Empirical/difference-in-differences analysis
	Mandatory IFRS adoption and earnings quality
	Examined the effect of mandatory IFRS adoption on earnings quality, including accrual adjustments and income-smoothing behaviour
	Theme 2

	29
	O Cualain and Tawiah (2023)
	Europe
	Critical literature review
	IFRS consequences and enforcement
	Reviewed the consequences of IFRS in Europe and highlighted the importance of enforcement in determining reporting outcomes
	Theme 4

	30
	Taylor and Aubert (2022)
	Europe and Sub-Saharan Africa
	Comparative empirical analysis
	IFRS 9 and income smoothing
	Compared post-adoption income-smoothing effects between European and Sub-Saharan African banks
	Theme 2
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