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Abstract:

Financial transparency is one of the fundamental principles in modern economic and financial systems,
playing a vital role in enhancing public trust, improving market efficiency, and preventing corruption. In
Islamic management, financial transparency is rooted in Qur’anic teachings, narrations, and the ethical
principles of Islam, which emphasize honesty, trustworthiness, and accountability. In contrast, the International Financial Reporting
Standards (IFRS), with the objective of creating convergence in corporate financial reporting, provide a set of technical and transparency-
oriented requirements for the presentation of financial statements.

This article adopts a comparative approach to examine the conceptual and substantive aspects of financial transparency in Islamic
management and IFRS, analyzing the points of convergence and divergence between the two frameworks. The findings indicate that both
systems emphasize full disclosure of information, accuracy of data, and reliability in decision-making. However, there are fundamental
differences between Islamic management and IFRS in terms of the source of legitimacy, the approach to ethics, and the position of ultimate
objectives. In Islamic management, financial transparency is not merely a tool for increasing economic efficiency but is also considered a
religious obligation and a social responsibility. In contrast, IFRS places greater emphasis on the interests of investors and other market
stakeholders.

The results of the study suggest that integrating Islamic ethical principles with the technical mechanisms of IFRS can enhance the level of
financial transparency in Islamic countries and provide a pathway for developing indigenous accounting frameworks with global support.
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Extended Abstract

Introduction

Financial transparency has emerged as one of the fundamental pillars of sound governance and sustainable economic
development in contemporary economies. In both developed and developing markets, transparent financial systems play a
crucial role in strengthening investor confidence, enhancing market efficiency, and reducing the potential for corruption
(Solomon et al., 2021). Within the framework of the International Financial Reporting Standards (IFRS), financial transparency
is defined as the comprehensive, timely, and unbiased disclosure of financial information to stakeholders, aimed at improving
decision-making, reducing information asymmetry, and enhancing the comparability of financial reports across jurisdictions
(Li et al., 2020). Conversely, in Islamic management, financial transparency has deep roots in religious teachings, ethical
values, and Islamic jurisprudence, going beyond a technical requirement to become a moral and religious obligation
(Khodapanah Ajirloo, 2024).

Empirical research has consistently shown that adopting IFRS yields substantial benefits, such as reducing the cost of
capital, improving market liquidity, and increasing the informational value of financial statements (Li et al., 2020; Solomon et
al., 2021). Nevertheless, the implementation of IFRS in Islamic countries faces significant institutional, cultural, and
jurisprudential challenges (Feyzollah & Haghighat, 2021; Moradi et al., 2019). Some concepts embedded in IFRS—such as
interest-based instruments and certain derivative contracts—conflict with Islamic law, which prohibits riba (usury) and
prescribes specific financial transaction rules (Eskafi Asl & Heydarpour, 2021). In addition, many Islamic countries lack the
institutional infrastructure and human capital adequately trained in both IFRS and Islamic accounting principles (Badri &
Ghaemi, 2021; Bineshian et al., 2018).

While IFRS emphasizes technical and economic outcomes—such as increasing financial reporting quality and ensuring
investor-oriented disclosures—Islamic management views transparency as a means to achieve socio-economic justice,
protect public rights, and prevent oppression and corruption (Farid & Ghodakforoushan, 2019; Masoumi & Hekmati, 2024).
These distinctions stem from fundamental philosophical differences: IFRS is grounded in free-market economic theory,
whereas Islamic management is rooted in Shariah principles that integrate economic goals with ethical and religious
imperatives (ElKelish et al., 2024; Khodapanah Ajirloo, 2024).

Nevertheless, despite these conceptual differences, both systems share core principles, including honesty in financial
reporting, safeguarding entrusted information, comprehensive and timely disclosure, and the fight against corruption
(Raspati & Simanjuntak, 2024). This common ground provides a strong basis for the integration of IFRS and Islamic
management practices, allowing Islamic countries to develop hybrid frameworks that maintain cultural and religious identity
while benefiting from the global comparability and investor confidence associated with IFRS (Al-Omush et al., 2025).

Moreover, technological advancements such as artificial intelligence and blockchain offer new opportunities to enhance
the accuracy, efficiency, and transparency of financial reporting (Han et al., 2023; Kpmg, 2023). These innovations can
strengthen audit processes, improve the reliability of disclosures, and reduce the potential for fraud, provided they are
implemented in ways consistent with Islamic ethical principles (Al-Omush et al., 2025; Kachelmeier & Pevzner, 2023). The
convergence of these technological tools with Shariah-compliant financial reporting standards could represent a significant

advancement in the pursuit of higher levels of transparency in Islamic financial systems (ElKelish et al., 2024).
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Against this background, this study adopts a comparative approach to analyze the conceptual foundations, operational
requirements, and practical implications of financial transparency in IFRS and Islamic management. The purpose is to identify
their points of convergence and divergence, highlight the challenges of aligning these systems in Islamic countries, and
propose practical strategies for developing localized accounting frameworks that are both globally credible and religiously
compliant (Khodapanah Ajirloo, 2024; Masoumi & Hekmati, 2024; Raspati & Simanjuntak, 2024).

Methods and Materials

This study employed a qualitative and analytical research design to conduct a comparative analysis of financial
transparency in IFRS and Islamic management. The research was carried out in two main stages. First, a descriptive-analytical
method was used to collect and review theoretical and empirical literature from scholarly articles, official accounting
standards, and religious and jurisprudential texts. The data sources included national and international academic databases,
professional accounting standard publications, and Islamic financial jurisprudence references.

In the second stage, qualitative content analysis was applied to extract key concepts, shared principles, and distinct
features of financial transparency within the two frameworks. This involved systematically coding and categorizing the data
to identify similarities and differences in objectives, implementation requirements, and underlying philosophical foundations.
A comparative approach was then used to synthesize these findings, enabling the identification of convergence points and
potential integration strategies.

Findings

The analysis revealed that both IFRS and Islamic management frameworks regard financial transparency as a core
principle, but they diverge in their philosophical underpinnings and ultimate objectives. IFRS defines transparency in
economic and investor-oriented terms, focusing on reducing information asymmetry, improving market efficiency, and
supporting investor decision-making through comprehensive, unbiased, and timely disclosures. By contrast, Islamic
management frames transparency as a moral and religious duty, designed to ensure justice, protect public rights, and prevent
unethical behavior in financial transactions.

The results also showed that while IFRS primarily targets the needs of investors, creditors, and market regulators, Islamic
management adopts a broader stakeholder view that includes the entire community and emphasizes accountability before
God in addition to accountability to people. This expanded accountability model incorporates ethical and social dimensions
alongside economic considerations.

A major finding was the identification of significant barriers to implementing IFRS in Islamic countries, including:

1. Cultural barriers—Differences in social values and business practices that may conflict with IFRS assumptions.
2. Jurisprudential barriers—Conflicts between IFRS provisions (e.g., interest-based accounting treatments) and Islamic
law.
3. Institutional barriers—Weaknesses in legal frameworks, regulatory enforcement, and oversight mechanisms.
4. Human capital limitations—Shortage of professionals trained in both IFRS and Islamic accounting standards.
5. Public trust issues—Low public confidence in financial reporting due to institutional opacity and corruption risks.
Furthermore, the study found that certain IFRS principles align closely with Islamic financial ethics—particularly the

emphasis on full and fair disclosure, integrity, and avoidance of misleading information. These shared principles provide an
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opportunity to develop hybrid frameworks that integrate the technical strengths of IFRS with the ethical mandates of Islamic
management.

Discussion and Conclusion

The findings of this research confirm that financial transparency serves as a unifying principle between IFRS and Islamic
management, despite their philosophical differences. While IFRS focuses on investor protection and market efficiency, Islamic
management elevates transparency to the level of a religious and ethical obligation aimed at achieving justice and
safeguarding public welfare. This distinction implies that any attempt to harmonize the two systems must account for not
only technical and economic factors but also the cultural and religious dimensions that shape financial practices in Islamic
countries.

The shared principles of honesty, trustworthiness, and comprehensive disclosure provide a robust foundation for
convergence. These principles suggest that IFRS can be adapted to Islamic contexts without undermining its core objectives,
provided that necessary adjustments are made to align with Shariah requirements. Such adaptation could involve modifying
accounting treatments for interest-based transactions, incorporating religiously mandated disclosure requirements, and
expanding the definition of stakeholders to include broader societal interests.

The challenges identified—cultural misalignment, jurisprudential conflicts, institutional weaknesses, human capital
shortages, and public trust deficits—are consistent with barriers reported in previous studies on IFRS adoption in developing
and Islamic countries. Overcoming these challenges will require a multi-faceted strategy that includes legislative reform,
institutional capacity building, targeted professional training, and public awareness campaigns on the importance of
transparency for both economic performance and social justice.

Moreover, integrating advanced technologies such as blockchain and artificial intelligence into financial reporting systems
offers a promising path for enhancing transparency, accuracy, and efficiency. These technologies can support the objectives
of both IFRS and Islamic management by reducing the scope for manipulation, improving auditability, and enabling more
reliable and timely disclosures. However, their implementation in Islamic contexts must be guided by ethical considerations
and compliance with Shariah principles.

In conclusion, this study underscores the feasibility and necessity of developing localized financial reporting frameworks
in Islamic countries that combine the technical strengths of IFRS with the ethical and religious foundations of Islamic
management. Such frameworks would not only improve the credibility and comparability of financial information but also
reinforce the broader societal role of transparency as a driver of justice, trust, and sustainable economic development. By
adopting a culturally sensitive and technologically enabled approach to harmonization, Islamic countries can enhance their

integration into the global financial system while preserving their unique moral and legal values.
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