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Objective: The aim of this study is to present a model of the causes and
contextual conditions underlying the expansion of Ponzi scheme functions in the
selective disclosure of information in the capital market.

Method: This study, based on a mixed-method approach, in its qualitative phase
utilized grounded theory and three stages of open, axial, and selective coding to
develop a paradigmatic model based on five dimensions: causal conditions,
contextual conditions, intervening conditions, strategies, and consequences.
Subsequently, based on Delphi analysis and two criteria—mean and agreement
coefticient—the content alignment of the identified conceptual themes with the
core components and structural categories was examined. Finally, through fuzzy
network analysis, the strategies identified in the paradigmatic model were
evaluated using fuzzy linguistic scales to determine the central priorities of each
component and theme within this dimension of the proposed model.

Results: The results of the qualitative phase, based on 12 interviews conducted
with experts, led to the identification of 404 open codes, resulting in the emergence
of 50 conceptual themes, 10 core components, and 5 paradigmatic categories. In
the quantitative phase, it was found that, under the selection of asymmetric
information strategies as the most central strategy for the expansion of Ponzi
scheme functions in the selective disclosure of information in the capital market,
the two themes of “concealment of bad and negative news” and “use of a positive
tone in preparing financial reports” exhibited higher levels of performance in
capital market companies.

Conclusion: The combination of concealment strategies and a positive tone
creates effective synergy in achieving companies’ Ponzi objectives. Monitoring
deviations between tone and actual performance can help detect these practices.
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Introduction

One of the fundamental challenges in contemporary financial markets pertains to
information disclosure methods designed and implemented by companies with the aim of
deceiving investors and gaining opportunistic profits. In recent years, due to rising investor
expectations for information transparency, many financial regulatory bodies have devised
special measures to combat financial fraud. These measures include deepening institutional
oversight and employing tools such as judicial and legal functions to ensure the correct
implementation of financial procedures so that disclosed information is more comprehensively
available to users for making informed decisions (Saha, 2024). However, the gap between
existing standards and the nature of financial information oversight continues to cause investors
to face serious challenges in trusting financial statements (Perera et al., 2023). In other words,
the lack of efficient oversight mechanisms—stemming from the breadth and complexity of the
financial market on one hand, and the insufficient knowledge and awareness of financial
decision-makers on the other—has created opportunities for companies with opportunistic
motives to engage in selective disclosure of information that has a higher potential to stimulate
investors' financial decisions (Hosseini et al., 2023).

One of the most important and complex instances of these opportunistic practices is the
application of Ponzi schemes in implementing reporting procedures. The nature of this scheme
is based on fraud and distortion of financial information in such a way that companies can
attract a wider range of investors through selective strategies to capture a larger share of the
capital market, at least in the short term (Uppiah, 2018). The Iranian capital market experienced
a tangible example of this issue in 2019, where the intervention of non-market institutions and
the imposition of governmental mandates led to the creation of a price bubble, followed by a
sharp stock market crash. At that time, low liquidity circulation in industries and reluctance to
invest in the capital market paved the way for investors to be stimulated by promises of high
returns, channeling their liquidity into the market. However, the discrepancy between these
promised returns and the actual capacity of industries resulted in losses for a multitude of
shareholders (Khanki et al., 2023).

In explaining the concept of Ponzi schemes in the context of selective disclosure, one must
point to its core, namely the susceptibility of information to manipulation for stakeholders
(Tutino & Merlo, 2019). Opportunistic companies, relying on fraudulent methods such as
extensive media campaigns and outlining high-return time horizons, promise high profits and
low (or zero) risk to investors. Their ultimate goal is to prioritize company interests and gain
more profit, even if this leads to severe consequences, such as stock price crashes and public
distrust in the market in the long run (Heyman, 2023). In this structure, the initial capital of a
group of investors is attracted, and their profits are paid from the contributions of new
investors—a cycle that continues as long as new liquidity is attracted (Mohammed, 2021).
Therefore, the survival of a Ponzi scheme is directly dependent on the conscious management
of investors' perceptions and emotions through selective information disclosure. The controlled
power of the CEO over reporting and the manner of reflecting information becomes a critical
factor in the continuous concealment of operational weaknesses and the continuation of these
schemes (Hosseinpour et al., 2024). These practices, by influencing investors' risk perception
and shaping their decisions, can ultimately lead to the collapse of trust in the market and create
a kind of social anomie where norms of transparency and honesty are violated (Eslami Mehr
et al., 2025).

Based on the explanations provided, and considering the lack of a coherent theoretical
framework in this area within capital market knowledge, the present study is an exploratory
effort to fill this gap. The few existing studies (e.g., Deason et al., 2021 and Barlevy & Xavier,
2025) have only addressed this phenomenon through case studies. Hence, this study, using
grounded theory, seeks to provide a comprehensive theoretical model of the causes and
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contexts for the development of Ponzi scheme functions in selective information disclosure in
the capital market.
Method

In terms of nature and objective, this study falls within the category of exploratory-
developmental research. Regarding data collection, it is a mixed-method study with a
sequential exploratory design (qualitative => quantitative), based on an inductive—deductive
approach.

Qualitative Phase: This phase was designed and implemented based on the grounded
theory method with the systematic approach of Strauss and Corbin (1998). The aim was to
achieve a paradigmatic model consisting of five main dimensions: Causal conditions,
contextual conditions, intervening conditions, strategies, and consequences. The main data
collection tool in this phase was in-depth, semi-structured interviews with experts. The
interview process began with open and general questions, and based on simultaneous data
analysis, questions became more focused in subsequent interviews to achieve theoretical
saturation. All interviews were recorded, transcribed immediately after each session, and
entered into the analysis process.

Data analysis in this phase was conducted through three stages: open, axial, and selective
coding. In the open coding stage, raw interview data were transformed into initial concepts
(codes). Then, in axial coding, these initial concepts were categorized into conceptual themes
and core components based on similarities and semantic relationships. Finally, in selective
coding, the core components were organized around the central phenomenon (development of
Ponzi functions), and the final paradigmatic categories in the five aforementioned dimensions
were formed. To enhance the validity of the qualitative findings, the triangulation strategy was
used at four levels: data sources, researcher colleagues, implementation method, and theory.

Quantitative Phase: After completing the paradigmatic model, it was time to validate and
prioritize its components. For this purpose, the fuzzy Delphi technique was first employed in
two rounds to assess the reliability and theoretical consensus regarding the identified
conceptual themes. In this stage, a questionnaire containing all themes was given to the Delphi
panel members (the same 12 experts from the qualitative phase), and they were asked to express
their level of agreement with each theme based on a 7-point Likert scale. Criteria of a mean
above 5 and an agreement coefficient above 0.50 were considered for the final acceptance of
themes.

In the next step, to answer the second research question and identify the most central
strategies, the Fuzzy Network Analysis (Fuzzy ANP) method was used. This technique, a
multi-criteria decision-making method, is capable of modeling and prioritizing the
interrelationships and dependencies among components and themes within a network structure.
For this purpose, a pairwise comparison questionnaire based on triangular fuzzy linguistic
scales (Table 5 of the article) was designed and distributed to 26 financial managers and heads
of accounting from companies active in the capital market. The resulting data were analyzed
in specialized software environments (such as Excel and Super Decisions) to form pairwise
comparison matrices, calculate consistency rates, form the unweighted supermatrix, and
ultimately extract the final weights of the themes.

Sampling Procedures

Due to the mixed-method nature of the research, two different populations and sampling
approaches were defined for the qualitative and quantitative phases.

Sampling in the Qualitative Phase: The target population in this phase consisted of
academic and professional experts in the fields of accounting, financial reporting, and capital
markets who possessed sufficient knowledge and experience to comment on complex and
emerging phenomena like Ponzi schemes and selective information disclosure. Sample
selection began with a purposive (judgmental) method and continued using the snowball
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technique. Initially, a number of experts were selected based on predetermined criteria and
interviewed. At the end of each interview, they were asked to introduce other specialists and
knowledgeable individuals in this field to the researcher. The inclusion criteria for the study
were: (1) having at least 10 years of academic experience (faculty membership at prominent
universities) or executive experience (certified public accountant, financial policymaker) in
related fields; (2) having a record of research or teaching specialized courses such as accounting
theories and financial reporting procedures; and (3) familiarity with the principles and instances
of financial information distortion and fraud in reporting. The process of sample selection and
conducting interviews continued until theoretical saturation was reached. Theoretical
saturation refers to the stage where new data from subsequent interviews do not add new
information to previous findings, and concepts and categories are repeated. This point was
achieved after interviewing the twelfth expert.

Sampling in the Quantitative Phase: In this phase, which aimed to prioritize the identified
strategies using Fuzzy Network Analysis, the statistical population included financial
managers, heads of accounting, and senior experts of companies listed on the Tehran Stock
Exchange who were thoroughly familiar with financial reporting and capital market concepts.
Given the specialized nature of pairwise comparison questionnaires and the need for sufficient
accuracy and knowledge from respondents, a purposive and convenience sampling method was
used. In this method, individuals were selected who were accessible to the researcher and
possessed sufficient knowledge and experience to complete the questionnaires accurately.
Based on the guidelines of the Fuzzy Network Analysis method and referring to similar studies
(e.g., Dinger et al., 2020 and Chandra & Kumar, 2020), which indicate that sample size in this
type of analysis can be limited and based on expertise, 26 financial managers and experts were
selected to participate in this phase. This number was considered sufficient for conducting
pairwise comparisons and achieving reliable consensus judgments.

Results

The results of the qualitative phase led to the identification of 404 open codes, 50 conceptual
themes, 10 core components, and 5 paradigmatic categories:

Causal Conditions: Intra-structural pressures (management inability, weak internal controls,
managerial entrenchment, myopia, and managerial overconfidence) and extra-structural
pressures (weak accounting standards, motives for maintaining false growth, herd behavior,
and intensity of competition).

Intervening Conditions: Weakness in information technology systems and weakness in the
values of responsibility culture (organizational silence and lack of whistleblowing).

Contextual Conditions: Lack of business environment effectiveness and lack of integrated
corporate governance.

Strategies: Distortive information strategies (early revenue recognition, capitalization of
expenses, revenue recognition from long-term contracts, delayed expense recognition, and
revenue recognition from fictitious transactions) and asymmetric information strategies
(transfer of assets and liabilities to affiliated companies, asset overvaluation, concealment of
bad and negative news, use of a positive tone in preparing financial reports, and use of
derivative instruments).

Consequences: Credit risks (information and financial statement discredit, financial
instability, professional reputation vulnerability of operators and the company, decline in
information environment quality, and lack of comparability of financial statements) and
competitive risks (stock price crash, occurrence of financial crisis, probability of bankruptcy,
credit constraints, and illiquidity).

In the quantitative phase, the Delphi analysis confirmed the reliability of all 50 themes. The
results of the Fuzzy Network Analysis showed that, among the two main strategies,
"asymmetric information strategies," with a weight of 0.412, were identified as the most central
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strategy. At the theme level, "concealment of bad and negative news," with a weight of 0.306,
and "use of a positive tone in preparing financial reports," with a weight of 0.294, demonstrated
the highest performance levels in capital market companies.

Conclusions

The research findings indicate that the development of Ponzi scheme functions in selective
information disclosure is a multidimensional and systematic phenomenon shaped by the
interaction of causal, contextual, and intervening conditions. The combination of asymmetric
information strategies based on "concealment" and "positive tone" creates an effective synergy
in achieving companies' Ponzi objectives. This finding confirms that companies, using
linguistic and narrative tools, seek to create motivating investment situations to gain hidden
benefits that are not necessarily achievable through traditional fraudulent methods.

Based on the results, the following recommendations are made to policymakers and
regulatory bodies:

1. Develop a "Tone-Performance Deviation Index" (TPDI), utilizing artificial intelligence
models to identify suspicious companies.

2. Mandate companies to implement a "Bilateral Conditional Transparency" policy,
requiring the simultaneous disclosure of risks associated with positive forecasts.

3. Investors are advised to utilize the "Covering Liquidity Index" (CLI) to assess
companies' dependence on new liquidity.

By providing a coherent theoretical framework, this research addresses the existing research
gap and opens new horizons for future studies in identifying and countering opportunistic
information disclosure practices in capital markets.
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