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Extended Abstract

Background and Objective: According to information theory, financial reports represent a
valuable economic commodity as they convey important information and influence decision-
making. Financial reports should disclose and present fair and non-fraudulent information to
the company's stakeholders. Based on the hierarchy theory, managers' personal characteristics
may impact reporting, decision-making, and company performance. On the other hand,
legitimacy theory postulates that individuals are compelled to obey their superiors. Therefore,
it is expected that the CEQO's social pressure in the form of obedience pressure will impact
financial managers' preparation of financial statements. Social pressure is defined as a situation
in which employees face pressure from peers, supervisors, and other organizational members
to compromise their ethical values to achieve organizational goals. Accounting's ultimate
output is financial reporting, which can veer off course due to social pressures of obedience and
conformity, thereby providing users with inaccurate or misleading information. Financial
reporting fraud is typically perpetrated by individuals who are ethically predisposed to commit
fraud or who have compromised their ethical convictions due to external pressures. These
individuals rationally defend their fraudulent financial reporting decisions. Personality traits
and ethical principles of accountants may affect financial reporting. This study aims to examine
the impact of obedience and conformity pressures on the presentation of financial reporting by
examining the moderating effect of fairness.

Methodology: In terms of purpose, this research is an applied and descriptive survey in nature
and cross-sectional in terms of timeframe. The library research method was used to collect
information related to the research literature and relevant theoretical topics, while the field
research method was used to collect data for testing hypotheses. The sample size was
determined using the Cochran formula. The Hexaco personality model questionnaire and the
standard scenario based on Bishop et al.'s (2017) study were utilized to collect data for the
study, and the validity and reliability of the questionnaires were examined and localized. The
required data for this research were gathered in 2021. This study's statistical population consists
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of the financial managers and heads of accounting of companies listed on the Tehran Stock
Exchange. The selection of the sampling method was based on a random sample, which yielded
271 completed questionnaires, and the obtained data were analyzed statistically. The research
hypotheses were tested using the structural equation modeling approach and the Smart PLS
software.

Findings: This research formulated four hypotheses, and the statistical tests yielded several
results. The evaluation of the first research hypothesis revealed that social pressure of obedience
has a positive and significant effect on inaccurate financial reporting; therefore, this hypothesis
was accepted. The evaluation of the second hypothesis of the study revealed that social pressure
of conformity has no positive and significant effect on improper financial reporting; therefore,
this hypothesis was not accepted. Evaluation of the third and fourth hypotheses suggested that
the relationship between social obedience, conformity pressures, and improper financial
reporting is not moderated by fairness as a moderating variable. Consequently, neither of these
two hypotheses was supported.

Discussion and Conclusion: This study's objective was to examine the impact of obedience
and conformity pressures on financial reporting, considering the moderating effect of fairness.
The findings revealed that heightened social obedience pressure increases the likelihood of
improper financial reporting, whereas heightened social conformity pressure decreases the
occurrence of such reporting. This may be due to the fact that if an individual faces pressure
from colleagues, they may be able to maintain their independence and distance themselves from
colleagues, giving them the opportunity to report inappropriate behavior to higher authorities,
whose pressure is likely to have a greater impact than pressure from a colleague. Individuals'
ethical values and personality traits, such as fairness, are widely regarded as the most effective
deterrents against errors, distortions, and deviant behavior in work environments and financial
reporting. Fairness as a positive personality trait, on the other hand, did not moderate the
relationship between social pressures of obedience and conformity and improper financial
reporting in this study. Individuals' personality traits in organizations may be influenced by
economic, social, and cultural environments, as well as pressures from superiors or colleagues.
Under such circumstances, individuals reporting financial information may feel pressure from
these influences as well as job security and future economic interests. As a result, they may
engage in unethical or unfair financial reporting practices. This study sheds light on the effect
of social pressure on the presentation of financial statements by financial managers. In light of
these findings, mechanisms should be considered for corporate governance guidelines to help
financial managers maintain greater independence in the face of social pressures. Financial
managers are advised to institutionalize standards of professional conduct within the
organization to improve the quality of financial reporting.
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