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groups, including human resources. If employees are affected by the company's
fraudulent financial reporting, they will be harmed along with other shareholders.
The purpose of this study is to investigate the consequences of fraudulent
financial reporting on corporate human resources. For this purpose, a sample of
165 companies listed on the Tehran Stock Exchange for a period of 10 years from
2009 to 2018 was used. The present study is a descriptive-analytical research in
terms of classification in terms of method, and since the historical information of
companies has been used, it is also an applied research based on the purpose. To
measure human resources, two indicators of changes in the number of employees
as well as their salaries have been used. The research data were extracted from
the financial statements of companies and analyzed using a regression model
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Extended Abstract.

1. Introduction

Fraudulent financial reporting has grown
significantly in recent years. With the
financial crisis in companies such as
Enron, Global Crossing and Worldcom, the
issue of fraudulent financial reporting
became very important. According to
international accounting and reporting
standards, financial records must provide
accurate and relevant information
(Svabova et al., 2020). Dissemination of
inaccurate information leads information
users to make wrong decisions (ISA Tak,
2011). Employees rely on information from
and about the firm when making
careerchoices and are important
stakeholders of the firm. If employees are
misled to the prospects of the firm during
the fraud, they could suffer along with
other stakeholders (Choi et al, 2021). While
the true impact of fraudulent financial
reporting is a matter of fundamental
importance, a study of previous domestic
research shows a fundamental gap in this
area and that is the lack of attention to its
consequences on human resources that
are considered the most valuable assets in
today's companies. Thus, the main
question of the research is whether
fraudulent financial reporting affects the
human resources of companies.

2. Methods

In this paper, the consequences of
fraudulent financial reporting on
corporate human resources have been
investigated. For this purpose, a sample of
165 companies listed on the Tehran Stock
Exchange for a period of 10 years from
2009 to 2018 was used. To measure human
resources, two indicators of changes in the
number of employees as well as their
wages have been used. To calculate the
variable number of employees, the number

of employees at the end of the company's
fiscal year is used, and to calculate the
wages, the total annual wages of the
company's employees are used. To
measure fraud, it has been done that the
participant in this period has committed
fraudulent financial reporting if he has
presented his financial statements in the
next period (Badertscher et al., 2012). The
research data were extracted from the
financial statements of companies and
analyzed using a regression model using a
combined-data method wusing Ives
software.

3. Results

The results of the research test show that
there is a positive and significant
relationship between fraudulent financial
reporting and changes in the number of
employees. This means that increasing
fraudulent financial reporting increases
the number of employees. The results also
show that fraudulent financial reporting in
the pre-fraud and post-fraud periods is
different. Fraudulent financial reporting in
the post-fraud period has a more direct
impact on the relationship between
fraudulent financial reporting and staffing
changes. In addition, there is a relationship
between the interactive variable of
fraudulent financial reporting and high
growth opportunities with changes in the
number of employees and also between
the interactive variable of fraudulent
financial reporting and low growth
opportunities with changes in the number
of employees. In other words, increasing
growth opportunities in companies raises
the severity of the relationship between
fraudulent financial reporting and
employee turnover. Examining the
relationship between fraudulent financial
reporting and changes in company
employee wages shows that increasing
fraudulent financial reporting increases
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changes in employee wages. Coefficients
of fraudulent financial reporting variables
in the pre-fraud and post-fraud periods
mean that there is a direct relationship
between fraudulent financial reporting
and changes in employee wages. This
result shows that fraudulent financial
reporting in the post-fraud period has a
more direct impact on the relationship
between fraudulent financial reporting
and changes in employee wages. High
(low) growth opportunities directly affect
the relationship between fraudulent
financial reporting in the period before
(after) fraud and changes in the number of
employees.

4. Conclusion

It can be said that disruption in the labor
market after financial fraud in companies
due to economic shocks and financial
crises has many consequences; further
studies and research should be done in
this field, because there is little evidence in
this regard. Therefore, the consequences

of fraudulent financial reporting in the
field of human resources and management
of its effects in organizations should be
considered very important. Employees
should be given more attention in such
situations, and the expansion of research
in this area is particularly sensitive in the
context of inflationary and developing
economies.
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