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The Relationship between Effective Monitoring and Fraudulent Financial
Reporting in Family Firms

Farzin Khoshkar *
Shima Oghabi 2
Roghaieh Hashemnejad Khaneghah *

Abstract

More than half of the perpetrators of fraud in financial statements are management.
Ineffective supervision provides an opportunity for managers to engage in fraudulent
behavior. The purpose of this research is to investigate the relationship between
effective monitoring and fraudulent financial reporting in family firms. Research in
terms of purpose is part of applied research and research method in terms of nature
and content is cause and effect. The research was conducted in the framework of
deductive-inductive reasoning and panel analysis was used to analyze the hypotheses.
The statistical population of the research was all the companies admitted to the Tehran
Stock Exchange and using the systematic elimination sampling method, 165
companies were selected as the research sample in the 10-year period between 2012
and 2021 was investigated. The results of the research hypotheses test showed that
there is a negative and significant relationship between efficient monitoring (quality of
internal control and institutional ownership) and fraudulent financial reporting. Also,
there is a significant and positive relationship between family ownership and
fraudulent financial reporting; But family ownership does not have a significant effect
on the relationship between effective monitoring and fraudulent financial reporting.
Keywords

CEO rotation, Stable Dividend Policy, the amount of dividend distribution, ownership
structure
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