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Abstract

The main purpose of this study is the effect of business climate indicators on the probability of fraud in
financial statements. The results of this study can be used as control mechanisms in the conflict of interests
between major shareholders and minorities. Let. Also, considering that financial analysts and investment
companies are considered as the main factors of the capital market, investment companies, capital market
analysts and stockbrokers and developers of accounting and auditing standards are considered as the main
users of this research. Therefore, in this study, the role of business environment on the possibility of fraud in
the financial statements of 120 companies listed on the Tehran Stock Exchange during the period 1392-1398
has been investigated using the statistical technique of logistic regression. The results show that the estimated
logit pattern explains about 25% of the changes in the ratio of the likelihood of fraud in financial statements
to its non-occurrence. Also, among the 9 variables of business environment, two variables of per capita income
and free market exchange rate have a significant effect on the probability of fraud in companies' financial
reports. In the open market, too, the likelihood of fraud in the financial statements of the companies under
review increases. These results indicate the importance of business environment variables along with company
level variables in predicting the likelihood of fraud in corporate financial statements.

Keywords: business environment, financial reporting fraud, exchange rate, per capita income
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