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Abstract. This study aims to examine the effect of financial stability, total
accruals, change in directors, and political connections on financial statement
fraud, measured through the F-Score, with nature of industry as a moderator. The
sample consists of 111 non-financial companies from 2021-2023, selected
through purposive sampling. Using a quantitative method, data were analyzed via
panel data regression and MRA in EViews 13. Findings show that financial
stability and total accruals positively affect financial statement fraud, whereas
director changes and political connections are not significant. Moderated
regression analysis indicates that industry nature moderates the effects of total
accruals and director changes but does not moderate the effects of financial
stability and political connections.
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1 Introduction

Financial statements serve as essential documents that transparently display a com-
pany’s financial and operational situation. They also serve as a way to be accountable
to people like management, investors, auditors, and the government, who rely on this
information to make decisions that affect their interests [1]. Accurate and transparent
financial reports are very important as the basis for strategic decision making by various
parties involved in the company. Managers might be tempted to commit fraud by alter-
ing their financial statements, which could make the financial reports look more ap-
pealing [2]. Fraud in the world of work has a serious impact on the sustainability of the
company [3]. Association of Certified Fraud Examiners (2024) explains that fraud
schemes are divided into three main groups such as asset misappropriation, corruption,
and financial statement fraud [4]. In the 2020’s study, 9.2% of respondents said that
financial statement fraud played a role in the losses incurred [5].

A specific case of fraud in financial statement involving PT Garuda Indonesia
(Persero) Tbk. The company reported a net profit of $809,000 in 2018, despite having
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unrealized revenue from PT Mahata Aero Teknologi [6]. This type of fraud is illustrated
by the case of PT Indofarma Tbk, which is alleged to have manipulated its financial
reports between 2020 and 2023, resulting in state losses amounting to IDR 371.83 bil-
lion [7]. As a result, the company is facing debt restructuring and serious financial dif-
ficulties, while the 2023 financial statements are still being audited and the alleged
fraud is being investigated by BPK [8].

One approach to detecting fraud in financial statement is through application of fraud
theory. The first fraud triangle theory in the 1950s by Donald Cressey studied embez-
zlement cases in prison and interviewed inmates, leading him to identify three factors
why people commit fraud such as pressure, rationalization, and opportunity [9]. Wolfe
& Hermanson introduced the capability option in 2004 [10]. In 2012, at his conference,
Marks from Crowe Horwath introduced the elements of competence and arrogance into
the fraud theory [11]. To fully understand the fraud pentagon theory, proxy variables
are necessary to measure each component. The components of fraud pentagon frame-
work will be represented through the variables in this research.

Nature of industry that represents the opportunity aspect will act as a moderating
factor. Nature of the industry variabel relates to the risks that arise for companies in
making major considerations in an industry [12]. It is including the degree of competi-
tion, business cycles, and how operations are conducted, can either enhance or reduce
the connection between these elements and financial statement fraud. The influence of
moderating factors like the type of industry has not been extensively researched. Pre-
vious research findings such as M.P. Sari [13] and Yarana [14] have explored nature of
industry by making it as an independent variable on financial statement fraud. This
study is designed to address this research gap by looking at how industry features in-
fluence the fraud pentagon framework.

This research is a replication or development of Dwianto [15]. Unlike previous stud-
ies, this research uses different independent variables, research subjects, and considers
the nature of the industry as a moderating factor. The research focuses on non-financial
companies, selected based on the previously noted cases of financial statement fraud
involving PT Garuda Indonesia (Persero) Tbk and PT Indofarma Tbk. Following the
explanation above, this study aims to explore in greater depth the factors affecting fi-
nancial statement fraud, with the study entitled “The Effect of Financial Stability, Total
Accruals, Change in Directors, and Political Connections on Financial Statement Fraud:
Moderated by Nature of Industry (Study on Non-Financial Companies Listed on The
IDX 2021-2023)”.

2 Theory, Literature Review, and Hypothesis

2.1  Agency Theory

Jensen & Meckling (1976) define agency theory as the connection between principals,
who delegate, and agents, who carry out tasks on their behalf [16]. In this setup, some
of the decision-making authority is given to the agent. Financial statements and man-
agement reports prepared by management serve as an outline of the tasks and respon-
sibilities entrusted to the agent. The importance of the data contained in these reports
encourages managers to improve company results to satisfy the various parties in-
volved, especially customers. The divergence of interests between shareholders and
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management is due to differing opinions on how a company's success should be meas-
ured. Shareholders focus on long-term value, while executives are often driven by the
short-term benefits associated with their compensation. Agency conflicts can arise be-
tween agents and owners due to the owner's expectation that agents manage the Com-
pany effectively to achieve corporate goals [17].

2.2 Financial Statement Fraud

Fraud pentagon theory was created by Jonathan Marks from Crowe Horwath LLP. It
adds more factors that help in identifying fraud. Organizations can apply this theory to
evaluate fraud risks and spot unethical actions by employees [18]. This theory improves
upon earlier ideas by combining elements like competence and arrogance into a single
framework.

2.3  Pressure (Financial Stability)

Pressure is a drive or motivation that leads individuals to achieve certain results, which
may come from financial needs, high expectations, challenging targets [19]. It often
arises from financial difficulties, such as the desire to improve one's status, personal
issues, or shifts in the external business environment, which can cause confusion and
frustration [20]. One of the main factors that can create pressure is financial stability.

2.4  Opportunity (Nature of Industry)

. Opportunities arise when there is no effective supervision or monitoring, or when
management fails to prevent opportunities for fraudster [21]. Marks emphasizes that
opportunities are strongly influenced by weaknesses in control and management sys-
tems [19]. The nature of the industry plays an important role in creating opportunities
for managers or stakeholders to commit financial statement fraud.

Rationalization (Total Accruals). Rationalization is when someone creates a moral
reason to excuse their fraudulent actions. If fraud occurs, the company considers its
actions legitimate and reasonable and often looks for reasons to justify these actions. In
financial statements, the use of total accruals reflects accounting policies that are sub-
jective and can be used as a tool to manipulate financial figures.

Competence (Change in Directors). Marks explains that competences defined by abil-
ity to bypass internal controls, develop methods to hide information, and handle inter-
personal dynamics within their departments is a key factor [19]. Changes in directors
can act as an indicator showing how this factor contributes to the risk of financial state-
ment fraud.

Arrogance (Political Connections). Arrogance refers to the personality of someone
who believes they have complete control over the company, ignores internal controls,
designs fraudulent strategies, and observes social situations that will give them personal
benefits [19]. One factor that can strengthen this element is political connections. Po-
litical connections can also open up opportunities for companies to obtain certain



The Effect of Financial Stability, Total Accruals, Change in ... 55

projects or incentives which are then misused in financial reports to improve their fi-
nancial image.

2.5  The Effect of Financial Stability on Financial Statement Fraud

Statement on Auditing Standards No. 99 states that company’s management experi-
ences pressure when economic and industry conditions pose a threat to its financial
stability [22]. In such situations, management might feel forced to act unethically or
manipulate financial reports to keep company performance stable or meet certain goals
Management may exaggerate asset values to meet investors’ high expectations for prof-
its, thereby presenting a better picture of the company’s performance [23]. Research
conducted by Aviantara (2021), Sihombing & Cahyadi (2021), and Yarana (2023) [14],
[24], [25]. Therefore, the hypothesis of this research is based on this finding.

HI: Financial stability has a positive effect on financial statement fraud.

2.6 The Effect of Total Accruals on Financial Statement Fraud

As a financial indicator, total accruals allow companies to examine the use of accrual
accounting in financial statements compared to total assets [26]. The concept of accrual
accounting involves recording and calculating income and expenses at the time of the
transaction, not at the time of cash receipt [27]. When the accrual principle is not im-
plemented properly, management can use discretionary accruals to record accrual val-
ues that are adjusted to their judgment [28]. Under these circumstances, management
might adjust financial statements by including transactions that are not entirely reported
in cash flow statements, thereby raising the risk of fraud. This is also backed by research
from Kusumosari & Solikhah (2021) and Sabau et al. (2021) [29], [30]. From this, the
following hypothesis is formulated:

H2: Total accruals have a positive effect on financial statement fraud.

2.7  The Effect of Change in Directors on Financial Statement Fraud

When individuals use their skills, knowledge, and power commit fraudulent activities,
as seen in the Tyco case, where two managers improperly used company resources that
appeared to indicate their competence [31]. Directors who have spent a long time in
senior positions within a company are in a position to commit fraud, including the ma-
nipulation of financial reports, because of their thorough knowledge and skill in man-
aging the company’s complex systems [32]. Studies by Ariyanto et al. (2021) and Fauzi
et al. (2022) found that director changes may trigger financial statement fraud [11],
[21]. The hypothesis proposed for testing is:

H3: Change in directors have a positive effect on financial statement fraud.

2.8 The Effect of Political Connection on Financial Statement Fraud

Political ties can result in situations where there is a conflict of interest. This can make
managers feel less likely to face legal consequences. Companies that have political
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connections benefit from easier access and support, which can create an unfair ad-
vantage. This situation can cause confusion and frustration for businesses that do not
have such connections. According to this explanation, the presence of political connec-
tions is perceived to heighten the risk of financial statement fraud. This research is sup-
ported by Azizah (2024) and Arum et al. (2024) [33], [34]. In other words, the hypoth-
esis in this study is:

H4: Political connections have a positive effect on financial statement fraud.

2.9  The Effect of Financial Stability, Total Accruals, Change of Directors,
Political Connections on Financial Statement Fraud Moderated by Nature
of Industry

The nature of industry can be understood as the conditions or environment within a
business sector that may allow fraud to occur. Since these opportunities are perceived
rather than real, they can cause confusion and frustration among stakeholders [35]. Ma-
nipulative strategies are often used in certain sectors, such as changing inventory values
or calculating revenue, to adjust performance or achieve profitability targets. This op-
portunity arises due to a lack of supervision or management's ability to prevent potential
fraud [21]. Therefore, researcher suspect that the nature of the industry is able to
strengthen relationships such as financial stability, total accruals, changes in directors,
and political connections to fraudulent financial statements. Based on this description,
the research hypothesis can be formulated as follows:

H5a: Nature of industry strengthens the effect of financial stability on financial state-
ment fraud.

H5b: Nature of industry strengthens the effect of total accruals on financial statement
fraud.

H5c: Nature of industry strengthen the effect of changes in directors on financial state-
ment fraud.

H5d: Nature of industry strengthens the effect of political connections on financial
statement fraud.

3 Research Methods

This research adopts a quantitative approach, based on secondary data already available
in published sources [36], [37]. Data sources come from annual reports published on
the IDX and financial data accessed from Refinitiv Eikon. The purposeful use of tech-
niques to collect samples is called purposive sampling, and it follows specific criteria.

1. Listed as non-financial companies on the IDX in 2021-2023.

2. Publishes its annual report for 2021-2023 consecutively.

3. The company's financial data uses the rupiah (IDR) exchange rate during 2021-2023.
4. The company lists financial data that meets the variables in this study for 2021-2023.

Using these criteria, a total of 333 samples were collected, representing 111 compa-
nies over a three-year period.
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3.1 Data Analysis Technique

A panel data regression is employed in this research, with EViews serving as a tool to
conduct the analysis. EViews is calculation software used in econometrics, such as
panel data regression, linear regression, and time series regression [38]. The panel data
regression analysis is presented using the following regression model:

FSF = o + B, ACHANGE;+ B,TA; + BsDCHANGE;+ B,PC;;+ BsREC;+

Furthermore, the second model uses moderated regression analysis (MRA) by add-
ing interaction variables to test whether the nature of the industry strengthens or weak-
ens the relationship. Formula two of the moderated regression analysis is used:

FSF = «< + 3;ACHANGE;+ B,TA;; + B3DCHANGE;+ B,PC;;+ BsREC;;+ + Ps,
[ACHANGE;*REC;;] + Bsp[TA;*REC;] + Bsc[DCHANGE;*REC;] + PBsq[PCic *
D O I PP 2)

Table 1. Operationalization of Research Variables

No. Variables Measurements Scale
1.  Financial F-score Model = Accrual quality + Financial  Ratio
Statement Fraud  performance
Dechow et al. (2011)

2.  Financial Total Assets;-Total Assets,.; Ratio
Stability ACHANGE Total Assets,
Skousen et al. (2009)
3.  Total Accruals Net Income - Cash Flows from Operations Ratio
T Total Assets
Sihombing & Cahyadi (2021)
4.  Change in DCHANGE= Numbers of Change in Directors Ratio
Directors Aviantara (2021)
5.  Political 1= The company has a political relationship with the ~Nomin
Connections government al
0= The company has no political relationship with the
government
M. P. Sari et al. (2022)
6.  Nature of Receivables, Receivables, Ratio
Industry Sales,  Sales,,

Skousen et al. (2009)

4 Results and Discussion

4.1 Descriptive Statistical Test

Descriptive statistics are a form of statistical analysis that focuses on summarizing and
describing the data that has been gathered, without attempting to draw broader conclu-
sions or make generalizations [36].
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Table 2. Descriptive Statistical Test Results

FSF ACHANGE TA DCHANGE PC REC
Mean 0.240958 0.054435 -0.026146 0.933934 0.501502 -0.002323
Median 0.155600 0.035500 -0.019700 0.000000 1.000000 -0.001000
Maximum 2.898900 1.361800 0.241700 9.000000 1.000000 0.349700
Minimum -1.168100 -0.487100 -0.699200 0.000000 0.000000 -0.384300
Std. Dev. 0.554128 0.149303 0.075392 1.501552 0.500750 0.072610
Observations 333 333 333 333 333 333

Overall, the descriptive statistics indicate notable variations among companies in
terms of financial stability, accrual levels, and management structure. On average,
around half of the firms in the sample maintain political connections, while changes in
receivables relative to sales remain relatively stable across industries. The variations
suggest that the companies studied have diverse financial and managerial profiles, po-
tentially influencing their risk of committing financial statement fraud.

4.2 Model Selection Test

Chow Test. The Chow test helps in selecting the most appropriate model between FEM
and CEM [39].

Table 3. Chow Test Results

Effects Test Statistic d.f. Prob.
Cross-section F 0.452121 (110,217) 1.0000
Cross-section Chi-square 68.715251 110 0.9993

From Table 3, the probability of 1.0000 being greater than 0.05 suggests that CEM
is the best model, leading to the next step of applying the Lagrange Multiplier test.

Lagrange Multiplier Test. Lagrange Multiplier is used for compare and find the best
solution between the performance of CEM and REM [15].

Table 4. Lagrange Multiplier Test Results

Test Hypothesis
Cross-section Time Both
Breusch-Pagan 17.33687 49.74371 67.08058
(0.0000) (0.0000) (0.0000)

According to Table 4, the Breusch-Pagan value of 0.0000 < 0.05 suggests that the
REM should be employed as the optimal model.
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4.3  Classical Assumption Test

Multicollinearity Test. Multicollinearity test is performed to determine the degree of
correlation among independent variables. The model is deemed acceptable if all inde-
pendent variables have correlation values below 0.80, indicating no multicollinearity.

Table 5. Multicollinearity Test Results

ACHANGE TA DCHANGE PC REC
ACHANGE 1.000000 0.356629 -0.118401 -0.122892  -0.081969
TA 0.356629 1.000000 -0.131414 -0.153530  0.032004
DCHANGE -0.118401 -0.131414  1.000000 0.236481 -0.010584
PC -0.122892 -0.153530  0.236481 1.000000  -0.070824
REC -0.081969 0.032004  -0.010584 -0.070824  1.000000

As shown in Table 5, the correlation values among the independent variables in the
first model are all under 0.80, suggesting that high multicollinearity is not present.

Heteroscedasticity Test. Heteroscedasticity test in the initial model is conducted using
Glejser test, which involves regresses the absolute residual values (abs_resid) on the
independent variables.

Table 6. Heteroscedasticity Test Results

Variable Coefficient Std. Error t-Statistic Prob.
C 0.433416 0.036989 11.71729 0.0000
ACHANGE -0.223312 0.147532 -1.513657 0.1311
TA -0.100158 0.300222 -0.333613 0.7389
DCHANGE -0.010189 0.014153 -0.719918 0.4721
PC -0.066232 0.047969 -1.380723 0.1683
REC -0.025151 0.281393 -0.089380 0.9288

If the Glejser regression results show a significance value > 0.05, it means the model
does not have heteroscedasticity issues (Marfi'ah & Satyawan, 2021). According to the
Glejser regression output, all the independent variables have a Prob. Value > 0.05. This
is leading to the conclusion that regression model does not experience heteroscedastic-
ity and thus satisfies the homoscedasticity assumption.

4.4  Hypothesis Test

Table 7. Hypothesis Test Results

Variable Coefficient Std. Error t-Statistic Prob.
C 0.268978 0.045127 5.960412 0.0000
ACHANGE 0.428881 0.203599 2.106498 0.0359

TA 1.117660 0.403595 2.769264 0.0059
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DCHANGE 0.000757 0.019400 0.039006 0.9689
PC -0.063467 0.058503 -1.084859 0.2788
REC -3.866123 0.390370 -9.903751 0.0000
R-squared 0.313629
Adjusted R-squared 0.303134
F-statistic 29.88373
Prob(F-statistic) 0.000000

From Table 7, a hypothesis is accepted if its significance level falls below 0.05 and
rejected if it is above 0.05 [40]. Therefore, Hl and H2, which posit that financial
stability and total accruals positively influence financial statement fraud, are supported,
whereas H3 and H4, which posit that director changes and political connections
positively affect financial statement fraud, are not supported. The first regression model
of the panel data regression analysis is shown as follows:

FSF = 0.268977732422 + 0.428880655841 *ACHANGE+ 1.11766045264*TA +
0.000756713944589*DCHANGE - 0.0634673723713*PC - 3.86612330656*REC +
€.

4.5 Moderated Regression Analysis (MRA)

Moderated Regression Analysis aims to determine if the presence of a moderating var-
iable influences the relationship between independent and dependent variables.

Table 8. MRA Results

Variable Coefficient Std. Error t-Statistic Prob.
C 0.260803 0.043781 5.956955 0.0000
REC -4.774591 0.627287 -7.611499 0.0000
ACHANGE*REC 1.748230 1.636795 1.068081 0.2863
TA*REC 16.84275 4711146 3.575086 0.0004
DCHANGE*REC 0.521505 0.241878 2.156070 0.0318
PC*REC 0.061977 0.863448 0.071778 0.9428
R-squared 0.354449
Adjusted R-squared 0.336461
F-statistic 19.70531
Prob(F-statistic) 0.000000

Table 8 shows that H5a and H5d, which posit that nature of industry enhances the
impact of financial stability and political connections on financial statement fraud, are
not supported. Meanwhile, H5b and H5c, indicating that nature of industry strengthens
the effects of total accruals and changes in directors, are accepted. The first regression
model based on the moderated regression analysis is presented as follows:

FSF = 0.260803058926 + 0.579782698879* ACHANGE + 1.2237844303*TA +
0.00620148447897 *DCHANGE - 0.0728261535082*PC - 4.77459112251*REC +
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1.7482296617*(ACHANGE*REC) + 16.8427536286*(TA*REC) +
0.521504988184*(DCHANGE*REC) + 0.0619767044707*(PC*REC) + €.

4.6  The Effect of Financial Stability on Financial Statement Fraud

Company often feels pressured to maintain financial stability in order to keep
performance aligned with annual targets. This type of pressure can, by itself, lead
individuals to engage in fraud when they believe the company’s stability is threatened
[21]. In addition, financially stable companies face significant market expectations,
since they are generally motivated to uphold a good reputation among investors and
stakeholders. In such situations, stakeholder pressure to continuously demonstrate good
performance may drive management to manipulate financial statements. Thus, these
findings explain that financial stability does not always reflect conditions without risk,
but can be a factor that encourages financial statement fraud as a form of management
response to external pressure. The findings of this study align with Aviantara (2021)
and Sihombing (2021) indicating that financial stability positively impacts financial
statement fraud [24], [25].

4.7 The Effect of Total Accruals on Financial Statement Fraud

One way to document bookkeeping that is carried out at the time of the transaction is
through the concept of accrual accounting. Although this principle is widely used
because it is considered to reflect more accurate performance, in practice it can be
misused by management to manipulate earnings figures [41]. When the accrual
principle is used improperly, management can shift the timing of revenue and expense
recognition to change profit figures, which can lead to fraud in financial statements [29].
One way that manipulation can occur is through the use of discretionary accruals. This
refers to the practice where management records financial transactions without actual
cash being exchanged, which enables them to influence reported earnings. A higher
amount of discretionary accruals consequently raises the risk of fraud [25]. This
supports the findings of Kusumosari & Solikhah (2021), Sabau et al. (2021) and Yarana
(2021), showing that total accruals positively affect financial statement fraud [14], [29],
[30].

4.8  The Effect of Change in Directors on Financial Statement Fraud

The occurrence of financial statement fraud is not always caused by changes in the
board of directors. The existence of an effective corporate governance framework and
a well-functioning internal control system means that fraudulent activity may not be
affected by changes in leadership. Retirement, death, or the need for a new director to
support operations in the hope that the new director has superior capabilities and aligns
with the company’s goals to promote more effective innovation, which can lead to
changes in the board of directors [12]. This study’s results correspond with the research
of Sari & Nugroho (2020) and Arum et al. (2020), indicating that director changes do
not significantly influence financial statement fraud [34], [42].
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4.9 The Effect of Political Connection on Financial Statement Fraud

In this study, political connections are represented through dummy variables that reflect
whether an individual has previously held a position on the board of commissioners in
government agencies. This finding indicates that political connections do not directly
trigger manipulation in financial statements. Large companies do not need political
connections that require companies to maintain their reputation by manipulating
financial statements [32]. While the board may have political connections, these are not
used to misrepresent financial data. Instead, these connections offer other benefits, such
as easier access to licenses, as long as the necessary legal requirements are met.
Consistent with the research of Sari et al. (2022) and Ramadhanty & Septiani (2024),
indicating that political connections have no significant impact on financial statement
fraud [13], [43].

4.10 The Role of Nature of Industry in Moderating the Effect of Financial
Stability on Financial Statement Fraud

The analysis indicates that this connection does not vary based on the industry in which
the company is situated. In other words, the pressure to maintain financial stability may
emerge regardless of whether the company operates in an industry characterized by
high competitiveness or flexible accounting regulations. Azizah (2024) supports this
result, demonstrating a positive influence on financial statement fraud [33], Situngkir
& Triyatno (2020), indicating that nature of industry does not have impact on financial
statement fraud [22].

4.11 The Role of Nature of Industry in Moderating the Effect of Total Accruals
on Financial Statement Fraud

In industries where accounting flexibility is high and credit policies are less restrictived,
companies have greater discretion to alter their financial statements. When this coincides
with high total accruals, it reflects a tendency to use discretionary accruals aggressively,
which are often exploited to justify manipulative actions. This situation offers
management a chance to modify the figures in the financial statements, for example by
recognizing revenue earlier than it should or postponing the recording of expenses, in
an effort to preserve the company's image of performance. This result supports the
studies by Sihombing & Cahyadi (2021) and Ariyanto et al. (2021), showing that
financial statement fraud is affected by total accruals and nature of industry.

4.12 The Role of Nature of Industry in Moderating the Effect of Change in
Directors on Financial Statement Fraud

These results imply that changes in the management structure alone cannot directly
provoke fraudulent behavior. However, when the interaction with the nature of the
industry is considered, the relationship becomes significantly more influential. This
implies that the nature of the industry acts as a trigger that magnifies the effect of board
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changes on fraud. This study’s finding is consistent with Setyono et al. (2023) indicating
that the nature of industry can raise the chance of fraud, particularly when leadership
transitions occur [32].

4.13 The Role of Nature of Industry in Moderating the Effect of Political
Connections on Financial Statement Fraud

This finding is consistent with the previous regression model. In both highly regulated
and less regulated industries, political connections are not significantly affecting the
decisions managers make when changing financial statements. This suggests that the
development of political connections is more influenced by external strategic factors,
such as access to resources or government policies. Therefore, political connections and
industry characteristics tend to function independently in shaping management’s
approach to financial statement. Consistent with Andhika et al. (2024) and Situngkir &
Triyanto (2020), this research shows that neither the company’s political connections
nor its industry characteristics have a significant impact on financial statement fraud
[22], [44].

5 Conclusion

Following the results of the analysis, the study arrives at the following conclusions:

Financial stability has a positive effect on financial statement fraud.

Total accruals have a positive effect on financial statement fraud.

Change of directors have no effect on financial statement fraud.

Political connections have no effect on financial statement fraud.

Nature of industry does not moderate the effect of financial stability on financial

statement fraud.

e Nature of industry strengthens the effect of total accruals on financial statement
fraud.

e Nature of industry strengthens the effect of changes in directors on financial state-
ment fraud.

e Nature of industry does not moderate the effect of political connections on

financial statement fraud.

6 Implications, Limitations, and Suggestions

Theoretically, this research offers new insights into the factors that may influence fi-
nancial statement fraud. From a practical standpoint, it provides implications for audi-
tors, investors, and regulators by emphasizing the importance of considering both in-
ternal and external factors of a company. Despite being conducted in accordance with
appropriate research methodologies, several limitations in this study should be consid-
ered, as follows:
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The lack of previous research that uses the nature of the industry as a moderating var-
iable, making the results of this study may be more difficult to compare with other
studies. Future research is recommended to develop models with other moderating
variables that have been widely studied or strengthen the theoretical and empirical
basis regarding the nature of the industry as a moderating variable.

The difference in the number of companies studied in each sector due to purposive
sampling causes the comparison of the level of risk of fraud between sectors to be
unbalanced. Future research is recommended to use a sampling method that allows a
more balanced distribution of the number of companies between sectors.

The research time span covering 2021-2023 is not sufficient to provide a complete pic-
ture of the significant changes that can affect financial statement fraud. Future re-
search is recommended to use a longer time span. The low adjusted R-Squared value,
which was 30.3% before moderation and increased to 33.6% after the addition of in-
teraction variables, shows that the research has not been able to fully explain the fac-
tors that influence financial statement fraud. Therefore, future research is recom-
mended to add other relevant variables so that the model becomes more comprehen-
sive.
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