A Study of Government Debt-Based Financing
Instruments with the Aim of Proposing a
Framework for the Development of Public Sector
Accounting Standards

Younes Mohammadi!, Mehrdad Ghanbari*?, Roohollah
Jamshidpour3, Mojtaba Chavoshani*

High Lights

— Structural Pressures (Growing obligations, revenue instability,
debt accumulation, resource constraints) compel the government
to utilize debt. This reliance, depending on the quality of legal and
reporting structures, can be manageable or become a source of risk
and crisis.

— Contextual conditions (transparency of rules and accounting
efficiency) and intervening conditions (credit risk and investor
confidence) influence how debt is managed, its cost, and the extent
of its risk.

— Debt management strategies (issuance, management, disclosure,
risk control), if institutionalized within fiscal governance, lead to
greater transparency, a more efficient debt market, and stronger
financial discipline.

ABSTRACT

Subject and purpose: This study aims to examine government debt-based
financing instruments in order to propose a conceptual framework for the
development of public sector accounting standards.
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Research method: The research is classified as applied—developmental and
is designed using an exploratory qualitative approach. The group of
participants consisted of two categories of experts: theoretical experts and
practical experts. The theoretical experts included faculty members and
researchers in the fields of public sector accounting, public finance,
government fiscal policymaking, public debt management, and accounting
standard setting. The practical experts comprised senior managers and
specialists from governmental financial agencies, supervisory and auditing
organizations, treasury units, budgeting and public debt management
departments, as well as professionals involved in the design and
implementation of government debt financing instruments. Participants were
selected through purposive sampling, and data were collected from twelve
individuals. Qualitative data were gathered through semi-structured
interviews consisting of six main questions, with the possibility of follow-up
and probing questions. The interview transcripts were analyzed using the
grounded theory methodology with the assistance of MaxQDA 24 software.
Research Finding: Based on the research model, the findings indicate that
causal conditions, including the increasing maturity of government financial
obligations, instability and volatility of revenue flows, structural
accumulation of public debt, and chronic budgetary resource constraints,
provide the basis for the emergence and reinforcement of the core
phenomenon, namely reliance on government debt-based financing
instruments. This core phenomenon, through interaction with contextual
conditions such as the legal and regulatory framework governing public
financial management and the effectiveness of the public sector accounting
and reporting system, and under the influence of intervening conditions
including government credit risk and its implications for investor confidence
and financing costs, determines the orientation of strategies and actions
related to government debt policy in terms of issuance, management,
disclosure, and risk control.
Conclusion, Orginality and its Coontribution to the Knowledge: The
implementation of these strategies and actions leads to consequences such as
enhanced financial governance and government decision-making quality,
improved transparency and coherence of public financial reporting, the
formation of an efficient and reliable public debt market for public
financing, and improved fiscal discipline and management of government
obligations.
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Introduction context, debt-based financing

Over  recent  decades, instruments have assumed a
government financing decisive role as mechanisms
coinciding with the growing for expenditure smoothing,
demand for public services, liquidity management,

intensified economic shocks,
and persistent revenue
constraints has emerged as one
of the core pillars of fiscal
governance. Within this

infrastructure implementation,
and the mitigation of cyclical
deficits. ~ Nonetheless, the
expansion and diversification
of governmental debt



instruments have generated
new challenges in the realms of

fiscal transparency,
cross-country comparability of
financial reports, and

intergenerational

accountability. Public debt is
not merely a figure recorded on
the balance sheet; rather, it
constitutes a commitment that
directly influences the future
policy space, the cost of
borrowing, and the capacity of
the government to deliver
public services. Accordingly,
the public sector financial
reporting system is compelled
to present an  accurate,
measurable, and  reliable
picture of the nature, timing,
and risk profile of
governmental liabilities. In
many fiscal systems, debt
instruments  have  evolved
beyond traditional  forms,
encompassing a complex mix
of treasury bills, short-term

notes, long-term bonds,
contractual obligations,
guarantees, contingent

liabilities, lease contracts, and
project-finance arrangements.
This diversity has blurred the
boundary between explicit debt
and implicit commitments,
thereby ~ complicating  the
assessment of a government’s

financial position.Under such
conditions,  public  sector
accounting standards must be
capable not only of organizing
the recognition and
measurement of debt, but also
of coherently addressing the
logic underlying instrument
classification, the reflection of
financing costs, and the
disclosure of risks associated
with interest-rate fluctuations,
maturities, redemption terms,
and contractual uncertainties.
Weaknesses in these domains
can lead to the presentation of
an incomplete picture of public
debt and deprive budgetary
decision-making of the
reliability required for effective
fiscal management.Conversely,
inadequate identification and
disclosure of hidden debts,

contingent  obligations,  or
complex financing
arrangements increase the risk
of off-balance -sheet

commitments and ultimately
shift future burdens onto
subsequent generations.  For
these reasons, public sector
accounting  standards  must
pursue two complementary
objectives: on the one hand, to
ensure a fair and
comprehensive representation
of government obligations; and



on the other, to provide
decision-useful  information
that enhances debt
management, risk control, and
fiscal discipline. Despite the
acknowledged significance of
these issues, many public
sector systems exhibit
deficiencies in the
classification and reporting of
debt instruments. These
include ambiguity in
distinguishing financial debt
from operational obligations,
inconsistency in the treatment
of financing costs, and weak
disclosure regarding maturities
and contractual risks.
Furthermore, certain
instruments are deliberately
designed to impose minimal
short-term fiscal burdens while
generating substantial
medium-term  commitments.
This situation underscores the
necessity of developing a
systematic framework for the
study of debt instruments and
for formulating
standard-setting principles
grounded in their substantive
characteristics. This paper, by
focusing on debt-based
government financing
instruments, seeks to provide
an analytical foundation for the
development of public sector
accounting  standards. In
pursuit of this objective, debt
instruments are examined from
the perspectives of obligation
typology, maturity structure,
pricing mechanisms,
contractual  conditions, and
associated risk dimensions, in
order to shape the logic of
standard-setting based on their

key differentiating features.
The innovation of this research
lies in presenting a structured
model for transforming the
conceptual understanding of
debt instruments into
accounting  principles.  This
model has the potential to
foster  coherence in  the
recognition, measurement, and
disclosure practices  within
public sector financial
reporting, while simultaneously
strengthening  accountability
and debt management
capacities. Accordingly, the
principal research question is
formulated as follows: How
can the framework for
developing  public  sector

accounting  standards  be
conceptualized through the
study of debt-based
government financing
instruments?

Methods

This research is of the
applied-developmental type
with an exploratory approach.
Its aim is to "study debt-based
government financing
instruments to provide a
framework for the development
of public sector accounting
standards". The
methodological logic is based

on the assumption that
developing  public  sector
accounting standards,

especially for government debt,
requires a deep understanding
of the economic, legal, and
institutional nature of debt
financing instruments and their
causal  relationships.  This
understanding  cannot  be



achieved without relying on
field data and the lived
experiences of experts in
financial policy-making, public
accounting, and public debt
management.  Therefore, a
qualitative approach and the
"grounded theory"™ method
were chosen as the systematic
path to discover categories,
constructs, and relationships,
and to produce a local, context-
specific, and reliable
framework. In the qualitative
stage, Grounded Theory with
Strauss and Corbin's systematic
approach (1998) was used to
extract the conceptual
framework of the research
based on real data within the
context of the public sector
financial and  accounting
system.  The  stakeholder
community consisted of two
groups: theoretical experts and
practical experts. Theoretical
experts  included  faculty
members and researchers in the
fields of public sector
accounting, public finance,
government  fiscal  policy,
public debt management, and
accounting standardization.
Practical experts comprised
managers and senior specialists
from government financial
institutions,  oversight  and
auditing organizations, treasury

units, budget and debt
management departments, and
specialists involved in the
design and implementation of
government debt financing
instruments. The selection of
participants was purposeful and
theoretical, based on criteria
such as a key role in
government financial
processes, practical or
theoretical experience related
to public debt, familiarity with

public ~ sector  accounting
standards, institutional
diversity, and  conceptual
analysis ~ capability. The

sampling process followed the
logic of theoretical sampling;
that is, data collection and
analysis  were  conducted
concurrently, and sampling
continued until  theoretical
categories and relationships
reached conceptual saturation.
Data coding began
immediately after each
interview, and the extracted
concepts were refined through
continuous comparison with
previous data. This process
continued until theoretical
saturation was achieved; for
instance, after the tenth
interview, new data did not
lead to the creation of new
conceptual  categories  or
relationships. To ensure



sufficient  saturation,  two
supplementary interviews were
conducted. In total, 12 in-depth
semi-structured interviews
were conducted with experts.
The data collection instrument
was a semi-structured
interview guide, designed with
a focus on the nature and types
of government debt-based
financing instruments, their
economic and legal rationale,
methods for identifying and
measuring government debt,
challenges in disclosure and
transparency, financial and
intergenerational risks, the link
between government debt and
accountability  and  fiscal
discipline, and the
shortcomings of existing public
sector accounting standards.
The interview  framework
included central  questions
about how debt instruments are
reflected in financial reports,
the implications of inconsistent
standardization, and the
conceptual requirements for
developing efficient standards.
During the interviews, probing
questions were posed to deepen
concepts and explain causal,
contextual, and  strategic
relationships, tailored to the
responses given. Data analysis
was performed in three stages:
open coding, axial coding, and
selective coding. In open
coding, initial concepts related
to government debt
instruments, their accrual and
risk-based characteristics, and
reporting  challenges  were
identified and labeled. In axial
coding, relationships between
categories were organized into

a paradigmatic model, with
categories formulated in terms
of causal conditions, contextual
conditions, intervening
conditions, the core
phenomenon, strategies, and
consequences. In  selective
coding, the core phenomenon
of "financing instruments" was
identified as the theoretical
core, and other categories were
integrated into a unified
theoretical ~ narrative  that
explains the logic of how
government debt instruments
impact accounting
identification,  measurement,
and disclosure. To enhance the
trustworthiness and validity of
the findings, quality control
strategies  were  employed,
including member checking,
peer review, thorough
documentation of the analysis
process, recording the path of
analytical  decisions, and
continuous data comparison.
The output of this stage was
the extraction of categories,
dimensions, and sub-
components for a proposed
framework and the explanation
of the relationships between
them in the form of a
paradigmatic model for
developing  public  sector
accounting standards in the
area of government debt. The
software used for qualitative
data analysis was
MAXQDAZ24.

Findings and Argument

The present research aims to
investigate government debt-
based financing instruments
and to provide a framework for



developing  public  sector
accounting  standards. The
findings of the paradigmatic
model indicate that the
government's reliance on debt
stems from structural pressures
and economic-budgetary
dynamics, including growing
commitments, revenue
instability, debt accumulation,
and resource constraints, which
lead to a persistent gap
between government revenues
and expenditures. The severity
and consequences of this
reliance depend on the quality
of contextual conditions; for
instance, transparency in legal
rules and the efficiency of
reporting and accounting play a
decisive role in defining,
controlling, and disclosing
debt, and in shaping the
government's financial image.
Even under similar pressures,
governments with clearer rules
and stronger reporting manage
debt more controllably and at a
lower cost, whereas
institutional weakness
transforms debt into a source of
risk and distrust. Intervening
conditions, particularly credit
risk, play a reinforcing or
inhibiting role by affecting

investor confidence and
financing  costs.  Strategies
focusing on issuance,

management, disclosure, and
risk control serve as policy
responses to the interplay of
causal, contextual, and
intervening conditions. The
outcomes suggest that the
effectiveness of these strategies

depends on their
institutionalization within
financial governance.

Consequently, by enhancing
transparency and reporting
coherence, fostering an
efficient debt market, and
improving fiscal discipline,
debt transforms from a tool for
covering deficits into a
managed instrument within the
framework of rules and
standards. The results of this
study indicate that the
proposed model, unlike
scattered approaches, explains
the government's reliance on
debt through a causal-
institutional-risk  chain  and
formulates its  governance
implications within a coherent
paradigmatic framework. At
the level of causal conditions,
the emphasis on the increasing
maturity of  commitments,
revenue fluctuations, structural
debt accumulation, and chronic
budget constraints aligns with
the findings of Kakar et al.
(2024).  Furthermore,  the
results concerning the role of



revenue instability and budget
deficits are comparable to the
study by Madji et al. (2025);
however, the scope of this
research  extends  further,
highlighting reporting,
disclosure, and risk control
mechanisms as determining
factors for debt outcomes. At
the level of contextual
conditions, the emphasis on the
legal and regulatory structure
of  government  financial
management and the efficiency
of the public sector reporting
and accounting system
overlaps with the findings of
Yelfani et al. (1404). However,
the fundamental difference is
that this research shows that
without redefining accounting
standards in line with the
nature of debt instruments,
strengthening infrastructure
alone does not lead to coherent
reporting of government debts.
These  results are also
consistent with the study by
Bozorgi Kasgari (1402). At the
level of intervening conditions,
the focus on government credit
risk and its impact on investor
confidence and financing costs
is comparable in terms of
informational logic to the
results of Ahmadi (1403). The
difference being that at the
government level, confidence
is more influenced by the
quality of legal frameworks,
reporting standards, and formal
control mechanisms than by
voluntary disclosure.
Additionally, conceptual
alignment is observed with the
findings of Ma‘roof et al.
(1404).

Conclusions

Based on the research
model, it was determined that
causal conditions (increasing
maturity of  government
financial obligations, instability
and fluctuations in revenue

streams, structural
accumulation of debt, and
chronic limitations of

budgetary resources) provide
the ground for the formation
and strengthening of the core
phenomenon  (reliance  on
government debt-based
financing instruments). The
core phenomenon, in
interaction  with  contextual
conditions  (the legal and
regulatory structure governing
government financial
management and the efficiency
of the public sector reporting
and accounting system), as
well as being influenced by
intervening conditions
(government credit risk and its
consequences  on investor
confidence and  financing
costs), dictates the direction of
adopted strategies and actions
(government debt
policymaking in the
dimensions  of issuance,
management, disclosure, and
risk control). The application
of these strategies and actions
leads to outcomes (such as
enhancing financial
governance and the quality of
government decision-making,
strengthening transparency and
reporting coherence,
establishing an efficient and
reliable debt market for public
financing, and improving fiscal



discipline and the management
of government obligations).
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™

A study of debt-based government financing
instruments with a view to providing a framework
for the development of public sector accounting

standards

Abstract

This study aims to examine debt-based government financing instruments and to
provide a framework for developing public sector accounting standards. It is an
applied-developmental study, designed with a qualitative and exploratory approach.
Participants included theoretical and practical experts in public sector accounting,
government finance and policy, public debt management, and accounting standard-
setting, who were purposively selected (twelve individuals). Qualitative data were
collected through semi-structured interviews with six main questions and the
possibility of asking supplementary questions. The interview texts were analyzed
using Grounded Theory with the aid of MAXQDA 24 software. Based on the
research model, antecedent conditions (the increasing maturity of the government’s
financial obligations, instability and volatility of revenue streams, structural debt
buildup, and chronic budgetary resource constraints) create the context for the
emergence and strengthening of the core phenomenon (reliance on debt-based
government financing instruments). The core phenomenon, .in interaction with
contextual conditions (the legal and supervisory framework governing government
financial management and the efficiency of the public sector reporting and
accounting system) and under the influence of intervening conditions (the
government’s credit risk and its implications for investor confidence and financing
costs), determines the direction of strategies and actions (government debt policy in
the dimensions of issuance, management, disclosure, and risk control). The
implementation of these strategies and actions yields consequences such as
improved financial governance and the quality of government decision-making,
strengthened transparency and consistency of reporting, the formation of an efficient
and reliable debt market for public financing, and improved financial discipline and
management of government obligations.

Keywords: financing instruments, government debt, public sector accounting
standards



