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Business models as a basis for regulation of

financial reporting
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3 Ambiguity

The analysis so far has attempted to show that the term ‘business model’ is open to a
wide variety of interpretation because there is a lack of agreement about what a
business model comprises and that an individual company’s model could be

described in many ways. Why would standard setting bodies such as IASB and the
UK Financial Reporting Council light on such an ill-defined concept?

Page and Spira (2005) discuss ambiguity of regulatory terms with reference to the
meaning of ‘independence’ in auditing. They tentatively propose a law of
‘conservation of ambiguity’ and suggest that ambiguity is inherent in the regulatory
process and that attempts to tighten meaning in one place will give rise to
ambiguities in others.
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