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Abstract - This study investigates the impact of the fraud diamond theory on financial statement fraud in
companies, considering pressure, opportunity, rationalization, and capability as its components. The aim of this
study is to make a contribution by assisting in identifying and preventing occurrences of fraudulent financial
reporting. It analyzes 785 observations from 157 manufacturing companies listed on the Indonesia Stock
Exchange between 2017 and 2021, using secondary data from annual reports and capital 1Q. The research
categorizes data into indicated and non-indicated fraudulent financial reporting, identified through p-score and z-
score comparisons. Logistic regression using STATA is the chosen research method. The findings reveal that
external pressure and financial targets, among the pressure elements, significantly contribute to a negative
impact on fraudulent financial reporting. On the other hand, rationalization, measured by auditor changes,
exhibits a significant positive influence. However, financial instability, opportunity assessed through effective
monitoring and audit committee presence, and capability measured by director changes do not significantly affect
the occurrence of fraudulent financial reporting. Therefore, this study is expected to contribute by helping identify
and prevent fraudulent financial reporting.
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Abstrak - Studi ini menganalisis bagaimana teori fraud diamond, yang mencakup tekanan, kesempatan,
rasionalisasi, dan kapabilitas, dapat mempengaruhi motivasi manajemen perusahaan untuk terlibat dalam
kecurangan laporan keuangan. Data penelitian melibatkan 785 observasi dari 157 perusahaan manufaktur di
Bursa Efek Indonesia antara 2017 dan 2021, dengan menggunakan data sekunder dari laporan tahunan dan
capital 1Q. Data dibagi menjadi dua kelompok: yang menunjukkan indikasi kecurangan dalam laporan keuangan
dan yang tidak, diidentifikasi melalui perbandingan Ap-score dan Az-score (Ozcelik, 2020). Metode penelitian
yang digunakan adalah analisis regresi logistik dengan aplikasi STATA. Hasil penelitian menunjukkan bahwa
elemen tekanan yang diukur dari ketidakstabilan keuangan tidak berpengaruh signifikan. Namun, tekanan
eksternal dan target keuangan berdampak negatif signifikan pada kecurangan laporan keuangan. Kesempatan
yang diukur melalui pemantauan efektif dan keberadaan komite audit tidak memiliki pengaruh signifikan.
Rasionalisasi yang diukur melalui pergantian auditor berdampak positif secara signifikan. Sementara itu, elemen
kapabilitas yang diukur melalui pergantian direktur tidak berdampak signifikan terhadap terjadinya kecurangan
laporan keuangan. Adapun studi ini diharapkan dapat memberikan kontribusi dengan membantu mengidentifikasi
dan mencegah terjadinya kecurangan laporan keuangan.

Kata Kunci: Fraud Diamond, Kecurangan Laporan Keuangan

INTRODUCTION

Financial statement is a report for stakeholders that can be used as guidance in decision making
(Diansari & Wijaya, 2019). Therefore, financial statements must be accurate, relevant, and free from
errors (Respati & Rizani, 2018). Unfortunately, existing literature found that there are still several
cases of fraudulent financial reporting committed by management (Rizani & Respati, 2018; Umar et
al., 2020). This happened because of the purpose of the company's image and reputation. Adusei &
Anning (2020) argue that the number of financial reporting fraud has increased since scandals in
Enron, Tycon, and World Com revealed to the public. In 2020, there were 2,504 fraud cases in 125
countries, with the Asia Pacific region placed third (ACFE, 2020). Among those, 36 cases were found
in Indonesia. Although financial reporting fraud is not the most commonly committed type of fraud, it
has the most detrimental impact compared to other types of fraud, with an average loss of $954,000
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(Umar et al., 2020). ACFE (2020), found that the manufacturing industry incurred the highest total
losses due to fraud, reaching $198,000. Moreover, previous studies have found contradictory results
related to the fraud variables. Therefore, this study aims to examine if the fraud diamond elements
such as opportunity, rationalization, and capability influence the occurrence of fraudulent financial
reporting, particularly in the manufacturing industry in Indonesia.

The COVID-19 pandemic plays a role in the significant company’s financial losses. As a result,
companies have been striving to maintain financial performance stability (Anas & Ismawati, 2022).
Meanwhile, the findings on previous studies are based on data before the pandemic. Therefore, it
would be interesting to include data from the pandemic period as in this study. Additionally, this study
uses the z-score and p-score comparisons developed by Pustylnick (2009) in determining fraud
indications which are rarely used in Indonesia context. In conclusion, the aim of this study is to make
a contribution in identifying and preventing the occurrences of financial reporting fraudulent

LITERATURE REVIEW

Agency Theory

This article uses agency theory, where a company represents a contractual relationship between
management as the agent and shareholders as the principal (Jensen & Meckling, 1976). However, in
the relationship there is a possibility of a conflict of interest that can lead to an agency problem.
Management, as the agent who should prioritize the principal's interests, tend to satisfy their personal
interests, resulting in actions that are detrimental to the company (Jensen & Meckling, 1976).

Fraud Diamond Theory

The fraud diamond theory is an extension of fraud triangle theory proposed by Wolfe and Hermanson
(2004). This development adds a fourth element “capable” to the fraud triangle theory. The reason is
because fraud would not happen if the preparatory could not execute their plan. Furthermore, Wolfe
and Hermanson (2004) state that opportunity opens the door to fraudulent actions, while pressure and
rationalization serve as elements that lead the perpetrator to that door. Capability, on the other hand,
causes the perpetrator to be aware that there is opportunity to do fraud and enable them to do the
action and enter the door.

Fraudulent Financial Reporting

Fraudulent financial reporting refers to the manipulation of a company's financial statements (Albrecht
et al., 2015). Such fraudulent activities arise because of pressures that come both from internal and
external, and weak control systems (Kucuk & Uzay, 2009). In practice, this type of fraud can be
carried out through various means (Tuannakota, 2007). One common example is fraudulent revenue
manipulation which involves inflating net income and assets. This fraud aims to attract investors by
creating an image that a company has potential than its actual condition. Underreporting liabilities are
another type of common fraud. This type of fraud reports its liabilities below actual with the aim to
allow company decrease its debt-to-equity ratio and resulted in a higher financial independence.

One method in detecting fraudulent financial reporting is applying the Altman z-score formula by
Edward I. Altman (1986). This formula is capable of assessing the risk of a company's bankruptcy.
Later, the formula was refined by Pustylnick (2009) by comparing two scores, z-score and p-score, to
specifically detect fraudulent financial reporting. Using this method, it is found that there would be
indications of fraudulent financial reporting when p-scores are higher than z-score.

Financial Instability

Managers face pressure when the financial stability of the company is threatened by industry and
economic conditions. The requirement to show that a company gains high profits and returns adds
more pressure to managers. It is important for a manager to show that company’s assets are well-
managed. Unfortunately, this pressure leads the manager manipulate information related to the
assets growth (Supri et al., 2018). In saying this, there is a possibility of fraudulent financial reporting
when a significant increase in a company's total assets is detected. This would be in line with
Deloitte's (2018) that found 50% of financial statement fraud can be attributed to property, plant, and
equipment. Therefore, the first hypothesis on this study would be:

H1la: Financial instability has a positive effect on the occurrence of fraudulent financial reporting

28



JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

External Pressure

According to Supri et al. (2018), external pressure is one of the pressure elements in the fraud
diamond theory. External pressure arises to ensure that the company demonstrates good financial
performance and high profits in order to attract potential investors. Moreover, entities face the
pressure of obtaining financial resources frequently from external parties to finance their operational
cost (Ozcelik, 2020). One of the external financial resources would be from borrowing. Driven by this
needs, executives may engage in financial statement fraud by manipulating income to demonstrate a
good performance and meet the loan requirements. Ojilong and Omukaga (2021) measured external
pressure using the level of debt. It is found that there is a significant influence of external pressure on
the occurrence of fraudulent financial reporting. Therefore, the second hypothesis for this study would
be:

H1b: External pressure has a positive effect on the occurrence of fraudulent financial reporting
Financial Target

Pressure could also appear when the executives set financial targets to management (Demetriades &
Agyei, 2022) and leads to financial statement fraud (Ozcelik, 2020). An indicator that can be used in
showing that a company has good operational performance is returns on assets (ROA) (Skousen et
al., 2008). ROA also can be used to reflect the efficiency of assets usage in generating profit. In
saying that, managers may engage in fraud by manipulating numbers in financial statements to meet
the ROA target to align with the expected outcome (Surjaatmaja, 2018). Therefore, the next
hypothesis for this study would be:

H1c: Financial target has a positive effect on the occurrence of fraudulent financial reporting.
Effective Monitoring

In effective controls and corporate governance systems could set opportunities for fraud (Ojilong &
Omukaga, 2021). Sunardi & Amin (2018) argue that a company needs to have effective controls to
minimize fraud. According to Ozcelik (2022), audit firms that are included in a “big four” could become
an indicator on effective monitoring. The credibility of those in a “big four” are considered trustworthy
and capable of limiting fraud within companies compared to other public accounting firms. Therefore
the size of the public accounting firm will affect the likelihood of financial statement fraud occurring in
a company. Next hypothesis on this study would be:

H2a: Effective monitoring has a negative effect on the occurrence of fraudulent financial reporting
Audit Committee

Audit committee is a part of the company appointed by the board of commissioners to examine
directors’ performance in managing the company (Samsul, 2015). Khamainy et al. (2021) suggest that
the audit committee supposed to have a negative effect on the occurrence of fraudulent financial
reporting. To be effective, Turgay & Caliyurt (2017) argue that audit committee should consists of at
least three members and is responsible for examining the company's accounting system, public
disclosure of financial statements, and the effectiveness of internal control. Therefore, the quality of
the company’s financial reporting could increase when the number of audit committee members
increases. Accordingly, the audit committee plays a role in enhancing audit effectiveness and
reducing the likelihood of fraudulent financial reporting (Indarto & Ghozali, 2016; Supri et al., 2018).
Fourth hypothesis in this article would be:

H2b: The audit committee has a negative effect on the occurrence of fraudulent financial reporting
Auditor Change

From an accounting perspective, auditors can serve as a rationalization basis to explain, allow, or
provide reasons for fraudulent activities (Skousen & Wright, 2009). SAS no. 99 states that the effect
of an auditor change in a company can indicate the presence of fraud (AICPA, 2002). Ojilong and
Omukaga (2021) found a positive relationship between auditor change and financial statement fraud.
It is believed that auditors who have been working in a company for several years have a higher
ability to detect fraud. Therefore, the auditor changes will lead to an increasing possibility of fraud
occurring (Hanum, 2014; Kurniawati, 2012). The fifth hypothesis on this study is:

H3: Auditor change has a positive effect on the occurrence of fraudulent financial reporting
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Change of Directors

Beasley et al. (2010) found that 70% of fraud in the United States public companies involves
executives. The executives could control the company's internal controls, which can lead to fraudulent
financial reporting so that the company appears to achieve certain results. Sunardi & Amin (2018)
showed that the capability measured with auditor changes has a positive effect on fraud. The changes
could indicate the board members' removal who are likely to engage in fraud. As a result, new board
members will require more time to adapt to the company's conditions, resulting in suboptimal
performance (Demetriades & Agyei, 2022). Therefore, it can be concluded that the more frequent on
board changes means the higher the indication of fraud. This leads to our sixth hypothesis:

H4: Change of Directors has a positive effect on the occurrence of fraudulent financial reporting

Firm Size

According to Nugraha & Henny (2015), control variables ensure the influence of independent
variables on the dependent variable is not affected by external factors. The control variable in this
study is measured by firm size. According to Machfoedz (1994), firm size is the scale that can be
measured using various factors such as total assets and stock value. Lou and Wang (2009) argue
that firm size is related to internal control, where a high level of internal control could reduce the
likelihood of fraudulent actions. Therefore, it can be concluded that firm size has a negative impact on
fraudulent financial reporting (Nugraha & Henny, 2015).

RESEARCH METHOD

Data Selection

This study uses secondary data sources from 270 company’s annual reports and capital 1Q. From
2017 to 2021 there are a total of 1,350 data points. However, only data of 158 companies, with a total
of 785 data points, that could be used after applying several selection criteria such as excluding
companies that underwent an IPO from 2018 to 2021.

Dependent Variable

The dependent variable of this research is fraudulent financial reporting, which refers to the deliberate
manipulation of financial information in order to deceive users of financial statements. Several factors,
such as organizational structure, weak internal controls, and internal pressure, contribute to the
occurrence of financial fraud (AICPA, 2002).

A comparison between Ap-score and Az-score is being used in this article to measure fraudulent
financial reporting. The occurrence of financial statements would be detected when the p-score
exceeds the z-score. For that reason, below is the formula on z-score:

Z=12%X,+14 X, +33* X3+ 0.6 * X, + 1.x X; 1)
Explanation:

X; = Working capital/total assets; X, = Retained earnings/total assets;

X5 = Earnings before interest and taxes/total assets; X, = Market value equity/book value of liability
X;= Sales/total assets; Z = Overall index

Meanwhile, the formula of the p-score is:

P=12xX;+14 X, +33xX3+0.6*xX, +1.xX; (2)
Explanation:

X; = Shareholders equity/total assets; X, = Retained earnings/total assets

X5 = Earnings before interest and taxes/total assets; X, = Market value equity/book value of liability
Xs= Revenue/total assets; P = Overall index

The formulation of p-score is derived from the observation of multiple cases of financial reporting
fraud associated with improper revenue recognition and alterations in revenue figures (Agrawal &
Chadha (2004), in Pustylnick 2011). Deloitte (2008) found that more than half of the reported financial
fraud involve inaccuracies in revenue recognition, particularly related to property, plant, and
equipment.

Independent Variable

The independent variables in this study represent the elements of the fraud diamond theory. Variables
on financial stability, external pressure, and financial targets are being used to measure pressure
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elements. While, effective monitoring and audit committees will measure opportunity elements and
auditor changes will measure rationalization. Lastly, directors’ changes will measure capability
elements. Details measurement of each variable is presented on the table below:

Table 1. Variable Measurement Table

Dependent Variable

Variable Reference Measurement
Fraudulent Financial Reporting Ozcelik, (2020) AZ-Score < AP-Score
Z=12%X1+ 14 % X2 + 33 * X3 + 0.6
* X4 + 1.x X5
Independent Variable
Fraud Diamond Variable Reference Definition Measurement
Elements
Pressure Financial  Ozcelik, Asset Change
Stability (2020) (ACHANGE) Asi'ittg?jggeet t —Total Assett—1
= Total Asset t
External Ozcelik, Level of Debt o
Pressure  (2020) (LV) Level of Debt = Total Liability
Total Assets
Financial ~ Sunardi & Return on Asset Net Profit
Target Amin, (2018) (ROA) ROA = -
Opportunity Effective Ozcelik, Audit Firm Size Dummy variable, where 0 =
Monitorin ~ (2020) (AUD) not audited by big 4 audit
g firm and 1 = audited
Audit Indarto & Audit Committee
Committe  Ghozali, Ratio Audit Committe ) )
e (2016); Supri (AUDCOM) - Jumlah Komite Audit
et al. (2018) Jumlah Dewan Komisaris + Jumlah
Rationalization Auditor Ojilong & Auditors Dummy variable, where 0 =
Change Omukaga Change no changes in auditor and 1
(2021) (AUDCHANGE) = changes in auditor
Capability Change Khamainy et Change Of Dummy variable, where 0 =
of al. (2021); Directors no changes in directors and
Directors  Sunardi & (BCHANGE) 1 = changes in directors
Amin (2018)
Control Variable
Variable Reference Definition Measurement
Firm Size Nugraha & Henny Firm Size (SIZE) Firm Size = In (total aset)
(2015)

Source : Data processed (2022)

Data Analysis Method

This study applies hypothesis testing with a logistic regression model using the STATA application.
The logistic regression model was chosen because the dependent variable in this study is a
dichotomous or dummy variable (Ghozali, 2011). A one will be assigned to a company that indicates
doing fraudulent financial reporting while a zero will be given to a company that is not indicating
fraudulent financial reporting. Akgul & Cevik (2003) argue that it is unnecessary to conduct a test
normality nor classical assumption on independent variables in the analysis. When the dependent
variable uses a dichotomous variable, its residuals do not require such testing (Rukini, 2016).
However, this study performs the Hosmer and Lemeshow test to assess the model's fitness, tests for
multicollinearity, and tests the coefficient of determination. For that reason, the model that being used
in the study would be:

FFRi = Boi + BiACHANGE; + B,LV; + BsROA; + B.,AUD; + BsAUDCOM; + BsAUDCHANGE; +
B;BCHANGE; + BgSIZE; + €; 3)
Explanation:

FFR = Fraudulent financial reporting; 8 = Coefficient; ACHANGE = Change in company assets;

LV = Company debt ratio; ROA = Return on asset; AUD = Audit firm;
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AUDCOM = Audit committee ratio; AUDCHANGE = Company’s auditor change;
BCHANGE = Company’s director change; SIZE = Firm size; € = Standard error;
i = Cross-sectional units; t = Time period (year)

FINDING AND DISCUSSION
Data Description Analysis
Table 2. Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
FFR 785 0,5095 0,50022 0 1
ACHANGE 785 0,0712 0,20564 -0,56 1,68
LEV 785 0,5196 0,49346 0,035 5,17
ROA 785 0,0391 0,06276 -0,3625 0,4104
AUD 785 0,3464 0,47615 0 1
AUDCOM 785 0,3863 0,13843 0,2 1
AUDCHANGE 785 0,1286 0,33503 0 1
BCHANGE 785 0,1898 0,39239 0 1
Size 785 14,7693 1,52120 11,4 19,005

Source : Data processed (2023)

Variable Explanation:

FFR = fraudulent financial reporting; ACHANGE = assets change; LEV = level of debt; ROA = return
on asset; AUD = big four audit firm; AUDCOM = audit committee; AUDCHANGE = auditor change;
BCHANGE = director’s change; SIZE= firm size.

Table 2 provides descriptive statistics for various variables in the research. The dependent variable is
fraudulent financial reporting (FFR), which is determined by comparing z-score and p-score. If p-score
is higher than z-score, it's labeled as an indication of financial fraud and assigned a value of 1;
otherwise, it's assigned 0. On average, FFR is 0.51, suggesting that 51% of sample companies have
indications of financial fraud.

The first independent variable, financial instability (ACHANGE), represents pressure and measures
changes in assets. The average ACHANGE is 0.07, indicating a 7% increase in total assets. The
highest ACHANGE is 1.68, representing a 168% asset increase, while the lowest is -0.56 in 2020 by
PT Tirta Mahakam Resources Tbk.

Second independent variable, level of debt (LEV), measures external pressure and is the ratio of total
liabilities to total assets. The average LEV is 0.52 (52%), with the highest at 5.17 in 2020 by PT Asia
Pacific Fibers and the lowest at 0.035 in 2020 and 2021 by PT Buana Artha Anugerah.

Return on assets (ROA), measuring financial target, has an average of 0.03, indicating a 3% average
ROA. The highest ROA is 0.41 in 2017 by PT Multi Bintang Indonesia Tbk, while the lowest is -0.36 in
2020 by PT Tirta Mahakam Resources Tbk.

Opportunity as the third element includes the external auditor variable (AUD). On average, 34% of
companies are audited by big four accounting firms (AUD = 0.34).

Audit committee variable (AUDCOM) also falls under the opportunity element, with an average of
0.38, suggesting that companies typically have a small audit committee.

Rationalization is measured through auditor change (AUDCHANGE), with an average of 0.12,
indicating that 12% of companies experience auditor changes.

The capability element involves director change (BCHANGE), with an average of 0.18, indicating that
about 18% of companies undergo director changes.

Lastly, firm size as control variable is measured by natural logarithm (In) of total assets. The average
In total assets is 14.77, with the highest at 19.005 in 2021 by PT. Primarindo Asia Infrastructure Tbk
and the lowest at 11.4 in 2017 by PT. Indofood Sukses Makmur Tbk.

Fraudulent Financial Reporting Analysis

Figure 2 shows the companies that indicate doing financial statement fraud:
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Figure 2. Bar Chart of Fraudulent Financial Reporting Indication Results

Source : Data processed (2023)

From figure 2, it can be seen that there is an increasing number of companies suspected engaging in
fraudulent financial reporting each year. The highest number was occurring in 2020 with a total of 89
companies. This finding aligns with ACFE's report (2021) that indicates a surge in fraud cases at the
beginning of the pandemic. However, the ACFE report does not provide further details on the specific
types of fraud experiencing the most significant rise and industries that involved. Nevertheless, the
increasing number of fraud cases has led to increased scrutiny and vigilance among companies. As
reported by ACFE (2021), approximately 80% of companies have made changes to their anti-fraud
programs, resulting in a declining number of companies suspected of fraudulent financial reporting in
2021.

Communication Servicas

Industnals

Consumer Staples
Real Estate !

En§ gy

Health Care
10

Materials

Figure 3. Pie Chart of Sub-Sectors with Indications of Fraudulent Financial Reporting
Source : Data processed (2023)
Figure 3 shows that based on industry sub-sectors, the consumer staples has the highest number of
indications of fraudulent financial reporting (FFR), amounting to 31.5%. Consumer staples, which
mainly includes food products, is a sub-sector that produces and sells items consumed regularly by
people. As food is an essential commodity always in demand, it becomes vital for companies in this
sector to demonstrate consistent performance to earn consumer confidence. Consequently, there is
internal pressure within these companies to present financial reports that reflect stable financial
conditions.
Hosmer and Lemeshow Test
Results from the study shows that the Prob > Chi2 is equal to 0,6104. Therefore, HO (the null
hypothesis) is accepted since the significance value is greater than 0.05 or 5% and the logistic
regression model is deemed suitable for use. In conclusion, the logistic regression model is capable
of explaining the data and there is no significant difference between the model and the observed
values.
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Multicollinearity Test

From the test, all the data had VIF values < 10, indicating that the independent variables did not have
significant correlations with each other. This suggests that the research model is free from
multicollinearity.

Logistic Regression Test

Table 3 shows the results of logistic regression in the study:

Table 3. Logistic Regression

FFR Coef. p>|z|

ACHANGE 0,4879 0,205
LEV -0,3103 0,047*
ROA -5,3642 0,001***
AUD -0,0196 0,908
AUDCOM -0,7069 0,265
AUDCHANGE 0,3952 0,077*
BCHANGE 0,1150 0,550
Size 0,0770 0,198

CONS -0,5573 0,578

*Significant at a = 10%

**Significant at a = 5%

***Significant at a = 1%
Source : Data processed (2023)
Variable Explanation:
ACHANGE = assets change; LEV = level of debt; ROA = return on asset; AUD = big four audit firm;
AUDCOM = audit committee; AUDCHANGE = auditor change; BCHANGE = director’s change; SIZE
= firm size
The Effect of Financial Instability on Fraudulent Financial Reporting
Testing on the first hypothesis in measuring pressure elements shows a significant p-value of 0,205.
This means that hypothesis Hla is rejected and does not affect fraudulent financial reporting.
The high value of assets change indicates significant changes, particularly an increase in total assets
of a company compared to the previous year. According to Khamainy et al. (2021), the increase in
total assets reflects that the company performed well in that year, thereby not affecting the level of
pressure within the company. Similarly, Fajri (2018) states that although a company may be stable, it
does not eliminate the possibility of financial statement fraud. Hence, changes in assets are not a
significant factor in determining either a company is suspected of committing financial statement fraud
or not.
The Effect of External Pressure on Fraudulent Financial Reporting
Results in testing hypothesis H1b shows a significant p-value of 0,047 at a 5% significance level (a),
indicating that the hypothesis is accepted and has a negative influence. It means that external
pressure is one of the factors measured by the level of debt, and its relationship contradicts (Bawekes
et al., 2018; Faradiza, 2019; Rahman, 2019; Septriyani and Handayani, 2018). The higher the level of
debt of a company, the lower the likelihood of fraudulent financial reporting.
According to fraudulent financial reporting theory, external pressure plays a role as one of the main
reasons behind financial reporting fraud in companies. A high level of debt signifies a large amount of
borrowing. ljudien (2018) explains that when a company borrows excessively, creditors tighten their
supervision over the company, which reduces management's opportunities for fraud. However, the
decrease could occur due to the absence of pressure from creditors on the company resulting from a
good relationship between the company and creditors (Rengganis et al., 2019). Therefore, the
chances of financial reporting fraud by the management are lower because of the absence of such
pressure.
In addition, there are other factors that contribute to the negative relationship between the level of
debt and fraudulent financial reporting. A high level of debt may occur because a company taking out
loans for operational expansion purposes, rather than due to poor financial conditions. For example,
PT Asia Pacific Fibers Tbk has the highest level of debt by 5.03 in 2020. However, the company's Z-
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score indicates that the company does not exhibit signs of financial distress, which is also
demonstrated by the absence of indications of fraudulent financial reporting. It can be concluded that
the high borrowing may be driven by the company's plans for expansion, thereby not affecting the
level of management pressure to manipulate and engage in fraudulent financial reporting.

The Effect of Financial Target on Fraudulent Financial Reporting

Return on assets (ROA) used to measure financial targets shows a significant p-value of 0.001 at a
1% significance level (a). This means that hypothesis H1c is rejected and did not affect in detecting
fraudulent financial reporting.

Financial targets can be measured using Return on Assets (ROA) because it indicates a company's
ability to effectively use all its assets to generate profit. A low financial target indicates that a
company's ROA is also low, increasing the likelihood of the company engaging in financial statement
fraud (AICPA, 2002). When a company's ROA is low in a given year, its financial performance
reflected in the financial statements will be perceived as poor. This situation creates pressure within
the company to improve its financial reports to appear in a healthy condition (Demetriades & Agyei,
2021). As a result, companies might resort to various means, including manipulation and financial
statement fraud.

Abdullahi and Mansor (2015) argue that in the pressure component of the fraud diamond, when a
party, in this case, the company, feels under pressure, they will be motivated to commit fraud.

The Effect of Effective Monitoring on Fraudulent Financial Reporting

In hypothesis H3, the research results show a significant p-value of 0.078 at a 10% significance level
(a). This means that effective monitoring, as one of the external factors in detecting fraudulent
financial reporting, has a significant positive influence. These findings align with Setiawati &
Baningrum (2018).

In measuring effective monitoring, companies are categorized based on the public accounting firms
that audit their financial statements. According to Suripto and Jayadih (2022), public accounting firms
included in the big four are trusted and have higher credibility compared to other public accounting
firms. In this study, if a company is audited by a big four accounting firm, it is classified as "one," and if
not, it is classified as "zero".

Being audited by a big four public accounting firm does not guarantee that a company is free from
financial statement fraud. This is because these public accounting firms are oriented towards
producing results to earn income, and companies need external audits to obtain reasonable financial
information. As evidence would be the cases of PT. Hanson International audited by EY in 2016 and
PT SNP Finance audited by Deloitte in 2019. As reported by CNBC

Indonesia (2020), both companies were found to have reported untrue financial conditions and
engaged in financial statement manipulation.

B Companies audited by a Big 4 audit firm and indicated for Financial Statement Fraud (FFR)
I Companies audited by 8 Big 4 audit firm and not indicated for Financial Statament Fraud (FFR)
Companies that are not audited by KAP big 4 & indicated by FFR
Companies that are not audited by KAF big 4 & not Indicated by FFR
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Figure 4. Bar Chart of Company Composition based on KAP Conducting Audit
Source : Data processed (2023)
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Furthermore, from figure 4.3 it can be seen that the number of companies audited by big four public
accounting firms and not suspected of fraudulent financial reporting is not always lower than the
number of companies audited by big four public accounting firms and suspected of fraudulent
financial reporting. The same applies to the number of companies not audited by big four public
accounting firms.

Similarly, Suripto and Jayadih's (2022) found that the size of the public accounting firm does not have
an influence on financial statement fraud because the audit quality is based on the competence of the
audit practice, which includes fieldwork standards, general standards, and reporting standards.
Therefore, there is no significant difference between big four public accounting firms and non-big four
firms in terms of their impact on financial statement fraud.

The Effect of Audit Committee on Fraudulent Financial Reporting

The results of the audit committee test, measured by the number of audit committee members,
showed a p-value of 0.265, indicating that the number of audit committee members does not have a
significant impact on fraudulent financial reporting. Therefore, hypothesis H2b is rejected. This finding
is consistent with the research conducted by Indah (2016), Sariutami and Nurbaiti (2016), and
Wahyudi et al. (2022).

Tessa and Harto (2016) argue that weak oversight from the audit committee, which should play a role
in monitoring the performance of the board of commissioners, cannot be classified as a primary factor
causing companies to be implicated in financial fraud. Supporting with this, Wolfe and Hermanson
(2004) argue that fraudulent actions cannot occur without the fourth element, which is capability. In
other words, the perpetrator of fraud must be someone who has the capability to realize their plans.

A regulation from the Financial Services Authority (OJK) Number 55/POJK.04/2015 regarding the
establishment and guidelines for the implementation of audit committees states that every public
company must have an audit committee consisting of a minimum of three independent members.
Chasanah et al. (2020) suggests that it is possible for companies to appoint or add audit committee
members only as a formality or to comply with OJK regulations. Additionally, Wahyudi et al. (2021)
argues that the board of commissioners may create changes if the audit committee is not aligned with
management decisions. In conclusion, a high value of the audit committee does not guarantee a
lower likelihood of financial fraud.

The Effect of Auditor Change on Fraudulent Financial Reporting

A test results for the rationalization measured by auditor change, showed a p-value of 0.077,
indicating that external auditor changes have a positive significant effect on fraudulent financial
reporting. In the fraud triangle theory, rationalization arises because the perpetrator seeks justification
for their actions (Cressey, 1954). When management faces pressure, they will look for loopholes to
avoid detection by auditors (AICPA, 2002).

SAS No. 99 (AICPA, 2002), stated that changes in auditors at a company can be an indication of
fraud. The outgoing auditor is more likely to detect vulnerabilities or opportunities that management
may exploit in committing fraudulent financial reporting. This is because the outgoing auditor has a
deep understanding of the company's business and accounting systems and possesses more in-
depth knowledge of the transactions that typically occur within the company. Additionally, with access
to previous audit data, the outgoing auditor can compare past data and audit findings, making it easier
to identify suspicious patterns and trends (Kurniawati, 2012). With a change in auditors, perpetrators
of fraud can erase their tracks and potentially receive a favorable audit outcome because it limits the
new auditor's access to information and understanding of management behavior. As a result, the
perpetrators can justify or rationalize their actions (Pusphita & Yasa, 2018).

The Effect of Change of Directors on Fraudulent Financial Reporting

A test result for the capability element, shows a p-value of 0.550, which indicates that the number of
changes in financial directors and/or chief directors responsible for financial reporting does not have a
significant impact on fraudulent financial reporting. Therefore, hypothesis H4 is rejected. This finding
is consistent with Sihombing and Rahardjo (2014), Bawekes et al. (2018), and Apriliana and Agustina
(2017).
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Looking from agency theory, there is an agency problem that leads to white-collar crime. White-collar
crime is committed by individuals who hold high socio-economic status and is facilitated by elements
of opportunity, pressure, and rationalization (Sutherland, 1940 in Agyei, 2022). According to Soley
(2017), there are two types of white-collar crime, occupational crime and organizational crime.
Occupational crime can be classified into three categories, including fraudulent financial reporting,
asset misappropriation, and corruption. A survey by ACFE (2021) found that asset misappropriation
committed by staff accounts for 86% compared to fraudulent financial reporting by executives, which
only accounts for 20% of cases.

Apriliana and Agustina (2017) suggest that changes in company directors occur due to power
transfers and the results of shareholders general meetings. Companies create these changes with the
aim of improving performance compared to the previous period. This would be in line with Wolfe &
Hermanson (2004) that stated changes in directors are driven by the primary stakeholders' desire to
enhance performance by recruiting more competent directors than before. Bawekes et al. (2018)
supported this viewpoint and consider director turnover as a crucial factor influencing a company's
"status" and "quality" due to the strategic role of directors in effectively and efficiently enhancing
organizational commitment.
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Figure 6. Bar Chart of Company Composition based on Change of Directors
Source : Data processed (2023)
Figure 6 shows that there are more companies that did not change directors but are suspected of
financial statement fraud compared to the number of companies that changed directors and are
suspected of financial statement fraud.

Performance

No description

Resignaton

Figure 7. Pie Chart Company’s Reason to Change Directors
Source : Data processed (2023)
Figure 7 shows that there are 90 companies that experienced director changes. Furthermore,
48.1% of the companies do not provide information on reasons for the director changes. While 25.3%
of the companies suggest that the director changes were made with the intention of improving
company performance and the remaining suggest that the changes occurred due to resignations from

37



JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

the respective directors. Hence, some of these resignations because the directors are being promoted
as commissioners. It can be concluded that director changes in terms of financial and chief directors
do not necessarily correlate with financial statement fraud.

Coefficient Determination Test

The pseudo R® value is 0.0245. This means that the independent variables can explain 2.45% of the
dependent variable.

SUMMARY

This study offers critical insights into the components of the fraud diamond theory and their influence
on fraudulent financial reporting. In terms of the pressure element, it is revealed that financial
instability, characterized by an increase in total assets, does not significantly contribute to fraudulent
financial reporting because it signifies positive company performance without increasing internal
pressure. In contrast, external pressure, particularly high debt levels and low return on assets (ROA),
negatively impacts fraudulent financial reporting, as it compels companies to manipulate financial
statements to appear financially robust. From opportunity element, it is evident that effective
monitoring could not be gained although a company audited by one of the big four public accounting
firms or the presence of a substantial audit committee. Good image of big four does not guarantee
that a company immune from fraud and give a substantial impact on deterring fraudulent financial
reporting. Auditor changes that measure rationalization element, emerges as a significant driver of
fraudulent financial reporting. The study suggests that a long-standing auditor is more likely to detect
opportunities for fraud, making auditor changes a potential trigger for fraudulent activities. Lastly,
within the capability element, changes in company directors do not appear to significantly influence
fraudulent financial reporting. Such changes are typically motivated by the desire to enhance
company performance by appointing new, presumably more competent directors. Consequently,
these changes are not directly linked to indications of fraud, and frequently occur because the
directors got promotion to a higher level as commissioners. While this study offers valuable insights,
certain limitations should be acknowledged. Specifically, the lack of detailed explanations for auditor
changes and director replacements in annual reports raises questions about the accuracy of fraud
indications. Moreover, it is recommended that future research should focus on the manufacturing
industry, particularly the consumer staples sub-sector, which exhibits a higher propensity for
fraudulent financial reporting. Additionally, in-depth analyses should be conducted on companies that
display indications of financial statement fraud. From an academic perspective, this research can
serve as a reference for the development of variables related to the significant elements of pressure
and opportunity, particularly with the proxy of the big four public accounting firms. Meanwhile, from
practical perspective, the findings may guide auditors in detecting financial statement fraud and
encourage them to explore pressure variables, such as ROA and debt levels, as part of their
analyses. Ultimately, this research is expected in providing benefit to business analysts, investors,
and government institutions by enhancing their awareness and critical thinking regarding financial
statements that may appear robust but could conceal fraudulent activities.

REFERENCE

Abdullahi, R., & Mansor, N. (2015). Fraud triangle theory and fraud diamond theory. Understanding
the convergent and divergent for future research. International Journal of Academic Research
in Accounting, Finance and Management Sciences, 5(4), 38—45.

ACFE report to the nations. (2020). Retrieved November 28, 2022, from
https://legacy.acfe.com/report-to-the-nations/2020/

Adams, M. B. (1994). Agency theory and the internal audit. Managerial Auditing Journal, 9(8), 8-12.
https://doi.org/10.1108/02686909410071133

Akgul, A., & Cevik, O. (2003). Statistical analysis techniques. Ankara: Emek Publishing House.

Albrecht, W. S., Albrecht, C., & Albrecht, C. C. (2008). Current trends in fraud and its detection.
Information Security Journal: A Global Perspective, 17(1), 2-12.
https://doi.org/10.1080/19393550801934331

38


https://legacy.acfe.com/report-to-the-nations/2020/

JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

Albrecht, C., Holland, D., Malaguefio, R., Dolan, S., & Tzafrir, S. (2015). The role of power in financial
statement fraud schemes. Journal of Business Ethics, 131(4), 803-813.
https://doi.org/10.1007/s10551-013-2019-1

American Institute of Certified Public Accountants. (2002). Consideration of fraud in a financial
statement audit; Statement on auditing standards, 099

Anas, D. F. & Ismawati, A.F. (2022). Effect fraud diamond theory detecting financial statement fraud
with pandemic as control variable. Journal of Accounting, Entrepreneurship, and Financial
Technology, Vol. 04

Anning, A. A. & Adusei, M. (2020b). An analysis of financial statement manipulation among listed
manufacturing and trading firms in Ghana. Journal of African Business, 23(1), 165-179.
https://doi.org/10.1080/15228916.2020.1826856

Albrecht, C., Holland, D., Malagueno, R., Dolan, S. and Tzafrir, S. (2015), The role of power in
financial statement fraud schemes, Journal of Business Ethics, Vol. 131 No. 4, pp. 803-813

Albrecht, W. S., Wernz, G. W., & Williams, T. L. (1995). Fraud: Bringing light to the dark side of
business. New York, NY: McGraw-Hill.

Altman, E. I. (2000). Predicting financial distress of companies: Revisiting the Z-Score and ZETA®
models. Handbook of Research Methods and Applications in Empirical Finance, 428-456.
https://doi.org/10.4337/9780857936097.00027

Apriliana, S., & Agustina, L. (2017). The analysis of fraudulent financial reporting determinant through
fraud pentagon approach. Jurnal Dinamika Akuntansi, 9(2), 154-165.
https://doi.org/10.15294/jda.v7i1.4036

Arimbi, D. (2015). Pengaruh political motivation dan taxation motivation terhadap kecurangan
pelaporan keuangan. Jaffa, 04(2), 39—-49.

Bawekes, H. F., AM.A, S., & S.C, D. (2018). Pengujian teori fraud pentagon terhadap fraudulent
financial reporting (studi empiris pada perusahaan yang terdaftar di bursa efek Indonesia
tahun 2011-2015). Jurnal Akuntansi & Keuangan Daerah, 13(1), 114-134.

Beasley, M. S., Carcello, J. V., Hermanson, D. R., & Lapides, P. D. (1999). Fraudulent financial
reporting: Consideration of industry traits and corporate governance mechanisms. Accounting
Horizons, 14(4), 441-454. https://doi.org/10.2308/acch.2000.14.4.441

Beasley, M. S., Hermanson, J. V., Hermanson, D. R., & Neal, T. L. (2010). Fraudulent financial
reporting 1998-2007: An analysis of US public companies. COSO, Committee of Sponsoring
Organizations of the Treadway Commission.

Bhavani, G., & Amponsah, C. T. (2021). M-score and z-score for detection of accounting fraud.
Accountancy Business and the Public Interest.

Bonner, S. E., Palmrose, Z.-V., & Young, S. M. (1998). Fraud type and auditor litigation: An analysis
of SEC accounting and auditing enforcement releases. The Accounting Review, 73(4), 503—
532. http://www.jstor.org/stable/248188

Bozkurt, N. (2009). Enterprises black hole fraud: Employee frauds. Istanbul: Alfa Publications.

Caliyurt, K. T., & Turgay, |. (2017). Evaluating and rating corporate governance and internal auditing
practice in publicly held family companies. Journal of Trakya University Faculty of Economics
and Administrative Sciences, 6(2), 120-133.

Cengiz, S. (2017). Investigation on the effectiveness of audit committee activities on the publishing
period of the audit reports: An evidence at Istanbul Stock Exchange. Journal of
Istanbul  Chamber of Certified Public Accountants Finance Solutions, 31-60.
https://doi.org/10.22495/cbv13i2art5

Cressey, D. R. (1953). Other people’s money: A study in the social psychology of embezzlement. The
Free Press.

Dalgar, H., & Pekin, S. (2011). The relationship between corporate governance and manipulation
of financial statements: A research of companies in Istanbul stock exchange corporate
governance index. Journal of Financial Solution, 107, 19-43.

DeAngelo, L. E. (1981). Auditor size and audit quality. Journal of Accounting and Economics, 3(3),
183-199. https://doi.org/10.1016/0165-4101(81)90002-1

39


http://www.jstor.org/stable/248188

JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

Demetriades, P., & Owusu-Agyei, S. (2021). Fraudulent financial reporting: An application of fraud
diamond to Toshiba’s accounting scandal. Journal of Financial Crime, 29(2), 729-763.
https://doi.org/10.1108/jfc-05-2021-0108

Demsetz, H., & Lehn, K. (1985). The structure of corporate ownership: Causes and consequences.
Journal of Political Economy, 93(6), 1155-1177. https://doi.org/10.1086/261354

Diansari, R. E. & Wijaya, A. T. (2019). Diamond fraud analysis in detecting financial statement fraud.
Journal of Business and Information Systems (e-ISSN: 2685-2543), 1(2), 63-76.
https://doi.org/10.36067/jbis.v1i2.23

Dilla, W. N., Harrison, A. J., Mennecke, B. E., & Janvrin, D. J. (2013). The assets are virtual but the
behavior is real: An analysis of fraud in virtual worlds and its implications for the real world.
Journal of Information Systems, 27(2), 131-158. https://doi.org/10.2308/isys-50571

Dimuk, M., Jatiningrum, C., & Gumanti, M. (2022). Mendeteksi faktor fraud pada laporan keuangan
dengan komite audit sebagai pemoderasi. ECo-Fin, 4(3), 134-142.
https://doi.org/10.32877/ef.v4i3.661

Erwin Indriyanto, Giyanti, Kartini, Syamsuddin, & Arifuddin. (2021). Determinants of financial
statement fraud: Research fraud diamond theory (empirical study on manufacturing company
listed on the stock exchange). Psychology and Education Journal, 58(1), 302-308.
https://doi.org/10.17762/pae.v58i1.776

Faradiza, S. A. (2019). Fraud pentagon dan kecurangan laporan keuangan. EkBis: Jurnal Ekonomi
Dan Bisnis, 2(1), 1. https://doi.org/10.14421/ekbis.2018.2.1.1060

Fathmaningrum, E. S., & Anggarani, G. (2021). Fraud pentagon and fraudulent financial reporting:
Evidence from manufacturing companies in indonesia and malaysia. Journal of Accounting
and Investment, 22(3), 625—-646. https://doi.org/10.18196/jai.v22i3.12538

Fligstein, N., & Freeland, R. (1995). Theoretical and comparative perspectives on corporate
organization. Annual review of Sociology, 21(1), 21-43.
https://doi.org/10.1146/annurev.s0.21.080195.000321

Forensic  focus  on COVID-19. (n.d.). Retrieved November 29, 2022, from
https://www?2.deloitte.com/content/dam/Deloitte/ie/Documents/covid19/IE_Covid-

19 FinancialFraud_POV.pdf

Frey, B. B. (2022). The SAGE encyclopedia of research design. SAGE Publications, Inc.
http://dx.doi.org/10.4135/9781071812082

Gagola, A. (2011). Analisis faktor risiko yang mempengaruhi kecenderungan kecurangan pelaporan
keuangan perusahaan publik di Indonesia.

Gottschalk, P. (2011). Executive positions involved in white-collar crime. Journal of Money Laundering
Control, 14(4), 300-312. https://doi.org/10.1108/13685201111173785

Ghozali, I. (2002). Analisis faktor-faktor yang mempengaruhi tingkat underpriced di bursa efek jakarta.
Jurnal Bisnis Dan Akuntansi, 4(1), 74-88.

Ghozali, I. (2011), Aplikasi analisis multivariate dengan program IBM SPSS 19, Semarang: Badan
Penerbit Universitas Diponegoro.

Ghozali, 1. (2016). Aplikasi analisis multivariate dengan program IBM SPSS 23. Semarang: BPFE
Universitas Diponegoro.

Hamdani, T. (n.d.). 2020 jadi mimpi buruk buat industri manufaktur. Detikcom. Retrieved May 8, 2023,
from https://finance.detik.com/industri/d-5312819/2020-jadi-mimpi-buruk-buat-industri-
manufaktur

Handoko, B. L. & Natasya. (2019). Fraud diamond model for fraudulent financial statement detection.
International Journal of Recent Technology and Engineering (IJRTE), 8(3), 6865-6872.
https://doi.org/10.35940/ijrte.c5838.098319

Hartono, J. (2008). Teori portofolio dan analisis investasi (5th ed.). Penerbit Andi.

Hanum, I. N. (2014). Analisis faktor-faktor yang mempengaruhi fraudulent financial statement dengan
perspektif fraud triangle.

40



JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

Hidayat, A. (2020, September 21). Pertumbuhan industri makanan dan minuman terhambat selama
pandemi corona. Kontan. https://industri.kontan.co.id/news/pertumbuhan-industri-makanan-
dan-minuman-terhambat-selama-pandemi-corona

ljudien, D. (2018). Pengaruh Stabilitas Keuangan, Kondisi Industri, dan Tekanan Eksternal terhadap
Kecurangan Laporan Keuangan. Jurnal Kajian Akuntansi, 2(1), 82.
https://doi.org/10.33603/jka.v2i1.1247

Indah, A. (2016). The detection of fraudulent financial statement with fraud diamond analysis.
Accounting Analysis Journal, 5(3), 173-181

Indarto, S. L., & Ghozali, I. (2016). Fraud diamond: Detection analysis on the fraudulent financial
reporting. Risk Governance and Control: Financial Markets and Institutions, 6(4), 116-123.
https://doi.org/10.22495/rcgv6i4clartl

Jan, C. L. (2021). Detection of financial statement fraud using deep learning for sustainable
development of capital markets under information asymmetry. Sustainability, 13(17), 9879.
https://doi.org/10.3390/su13179879

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and
ownership structure. Journal of Financial Economics, 3(4), 305-360.
https://doi.org/10.1016/0304-405x(76)90026-x

Jerry, M., & Saidu, S. (2018). The impact of audit firm size on financial reporting quality of listed
insurance companies in Nigeria. Iranian Journal of Accounting, Auditing and Finance, 2(1).
https://doi.org/10.22067/ijaaf.v2i1.69781

Karacaer, S., & Ozek, P. (2010). The relationship between the audit firm and earnings management:
An empirical study in Istanbul Stock Exchange. The Journal of Accounting and Finance, (48).

Kaur, P., Stoltzfus, J., & Yellapu, V. (2018). Descriptive statistics. International Journal of Academic
Medicine, 4(1), 60. https://doi.org/10.4103/ijam.ijjam_7 18

Kemenperin: Tahun 2021, menperin: Sektor industri masih jadi penopang utama ekonomi. (n.d.).
Retrieved November 29, 2022, from https://kemenperin.go.id/artikel/23048/Tahun-2021,-
Menperin:-Sektor-Industri-Masih-Jadi-Penopang-Utama-Ekonomi

Khamainy, A. H., Ali, M. & Setiawan, M. A. (2021). Detecting financial statement fraud through new
fraud diamond model: The case of Indonesia. Journal of Financial Crime, 29(3), 925-941.
https://doi.org/10.1108/jfc-06-2021-0118

Komite Nasional Kebijakan Governansi. (2021). Pedoman umum governansi korporat indonesia
(pugki) 2021.

Kucuk, E., & Uzay, S. (2009). . The formation of fraudulent financial reporting and its problems.
Erciyes University Journal of Economics and Administrative Sciences, 32, 239-258.

Kukreja, G., Gupta, S. M., Sarea, A. M., & Kumaraswamy, S. (2020). Beneish m-score and altman z-
score as a catalyst for corporate fraud detection. Journal of Investment Compliance, 21(4),
231-241. https://doi.org/10.1108/joic-09-2020-0022

Kurniawati, E. (2012). Analisis faktor-faktor yang mempengaruhi financial statement fraud dalam
perspektif fraud triangle.

Lan, L. L., & Heracleous, L. (2010). Rethinking agency theory: The view from law. Academy of
Management Review, 35(2), 294-314. https://doi.org/10.5465/amr.2010.48463335

Listya, A., & Siregar, M. |. (2020). Audit rotation and audit fee determination policy on audit quality
with lowballing audit practice as the intervening variable. Jurnal Akuntansi, Keuangan, Dan
Manajemen, 2(1), 71-82. https://doi.org/10.35912/jakman.v2i1.183

Lou, Y.-l., & Wang, M.-L. (2009). Fraud risk factor of the fraud triangle assessing the likelihood of
fraudulent financial reporting. Journal of Business & Economics Research (JBER), 7(2).
https://doi.org/10.19030/jber.v7i2.2262

MacCarthy, J. (2017). Using Altman Z-score and Beneish M-score Models to Detect Financial Fraud
and Corporate Failure: A Case Study of Enron Corporation. International Journal of Finance
and Accounting, 6(6), 159-166.

Machfoedz, M. (1994). Financial ratio analysis and the prediction of earnings changes in
Indonesia.

41


https://doi.org/10.3390/su13179879

JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

Mackevicius, J., & Giriinas, L. (2013). Transformational research of the fraud triangle. Ekonomika,
92(4), 150-163. https://doi.org/10.15388/ekon.2013.0.2336

Manurung, D. T. H., & Hardika, A. L. (2015). Analysis of factors that influence financial statement
fraud in the perspective fraud diamond: Empirical study on banking companies listed on the
Indonesia stock exchange year 2012 to 2014. International Conference on Accounting
Studies (ICAS).

Montgomery, R. H., O’Reilly, V. M., McDonnell, P. J., Winograd, B. N., Jaenicke, H. R., & Gerson, J.
S. (1998). Montgomery’s auditing. John Wiley & Sons Incorporated.

Mousa M. A. S., Mohammad, A., Omar, A., & Haneen, S. (2021). Predicting fraudulent financial
statements using fraud detection models. Academy of Strategic Management Journal, 20(3),
1-17.

Mukoro, D.O., Faboyede, S.O. & Edafejirhaye, V.. (2011). Forensic accounting and fraud
management perspective: an integrated approach, h-link excel, lagos.

Murtanto, , & Banjarnahor, E. (2022). Analysis of fraudulent financial reporting in the perspective of
fraud diamond.

Nanincova, N. (2019). Pengaruh kualitas layanan terhadap kepuasan pelanggan noach cafe and
bistro. AGORA, 7(2).

Nugraha, N. D. A., & Henny, D. (2015). Pendeteksian laporan keuangan melalui faktor resiko,
tekanan dan peluang (berdasarkan press release Ojk 2008-2012). Jurnal Akuntansi Trisakti,
2(1), 29-48. https://doi.org/10.25105/jat.v2i1.4830

Nur Fajri, S. (2018). The effect of financial stability, external pressure, personal financial need,
financial targets, ineffective monitoring and audit quality on detecting fraud financial statement
in perspective of fraud triangle. Journal of Business Economics, 23(2), 191-199.
https://doi.org/10.35760/eb.2018.v23i2.1828

Ozcelik, H. (2020). An analysis of fraudulent financial reporting using the fraud diamond theory
perspective: An empirical study on the manufacturing sector companies listed on the Borsa
Istanbul. Contemporary Studies in Economic and Financial Analysis Vol. 102 (pp. 131-153).
Emerald Publishing Limited. http://dx.doi.org/10.1108/s1569-375920200000102012

Pérez-Vicente, S., & Expésito Ruiz, M. (2009). Descriptive statistics. Allergologia et
Immunopathologia, 37(6), 314-320. https://doi.org/10.1016/j.aller.2009.10.005

Person, O. S. (1995). Using financial statement data to identify factors associated with fraudulent
financial reporting. Journal of Applied Business Research (JABR), 11(3), 38-46.
https://doi.org/10.19030/jabr.v11i3.5858

Pleasant, O. (2018). Revenue Fraud and the Impact of New Revenue Recognition Standards.

Prasetyo, A. B. (2014). Pengaruh karakteristik komite audit dan perusahaan terhadap kecurangan
pelaporan keuangan (Studi empiris pada perusahaan yang listed di Bursa Efek Indonesia
Periode 2006-2010). Jurnal Akuntansi & Auditing, 11(1), 1-24.

Primastiwi, A., & Saeful. (2020). Kualitas audit sebagai pemoderasi pengaruh fraud triangle terhadap
kecurangan laporan keuangan. Jurnal Bisnis & Ekonomi, 11(2), 107-122.

Pustylnick, 1. (2009). Combined algorithm for detection of manipulation in financial statements. SSRN
Electronic Journal. https://doi.org/10.2139/ssrn. 1422693

Pustylnick, 1. (2011). Empirical algorithm of detection of manipulation with financial statements.
Journal of Accounting, Finance and Economics, 1(2), 54-67.

Pustylnick, 1. (2011). Algorithm of detection of manipulations with revenue and retained earnings in
financial statements. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.1833804

PWC. (2020). Fighting fraud: A never-ending battle PwC’s global economic crime and fraud survey.
PWC. New York, NY.

Rahman, A. A. (2019). Analisis Faktor-Faktor yang Mempengaruhi Kecurangan Laporan Keuangan
dalam Perspektif Fraud Pentagon. JAF- Journal of Accounting and Finance, 3(2), 34.
https://doi.org/10.25124/jaf.v3i2.2229

Ramaswamy, V. (2005). Corporate governance and the forensic accountant. CPA Journal, 75, 68—
70.

42



JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

Razali, W. A. A. W. M., & Arshad, R. (2014). Disclosure of corporate governance structure and the
likelihood of fraudulent financial reporting. Procedia - Social and Behavioral Sciences, 145,
243-253. https://doi.org/10.1016/j.sbspro.2014.06.032

Rengganis, RR. M. Y. D., Sari, M. M. R., Budiasih, I. G. A. N., Wirajaya, I. G. A., & Suprasto, H. B.
(2019). The fraud diamond: Element in detecting financial statement of fraud. International
Research Journal of Management, IT and Social Sciences, 6(3), 1-10.
https://doi.org/10.21744/irjmis.v6n3.621

Rizani, F. & Respati, N. W. (2018). Factors influencing the presentation of fraudulent financial
reporting in Indonesia. Journal of Advanced Research in Law and Economics, 9(1), 254.
https://doi.org/10.14505//jarle.v9.1(31).31

Rudewicz, F. (2011). The fraud diamond: Use of investigative due diligence to identify the
capability element of fraud. Turnaround Management Association, IV(l), 1-3.

Samsul, M. (2015b). Pasar Modal & Manajemen Portofolio. Erlangga.

Sariutami, A., & Nurbaiti, A. (2016). Analysis of fraudulent financial statement in fraud triangle
perspective (study at listed companies in Indonesia Stock Exchange (BEI) in period 2010-
2014). Sustainable Collaboration in Business, Technology, Information and Innovation
(SCBTII).

Septriyani, Y., & Handayani, D. (2018). Mendeteksi Kecurangan Laporan Keuangan dengan Analisis
Fraud Pentagon. Jurnal Akuntansi, Keuangan Dan Bisnis, 11(1), 11-23.

Setiawati, E., & Baningrum, R. M. (2018). Deteksi fraudulent financial reporting menggunakan analisis
fraud pentagon: studi kasus pada perusahaan manufaktur yang listed di bei tahun 2014-
2016. Riset Akuntansi Dan Keuangan Indonesia, 3(2), 91-106.
https://doi.org/10.23917/reaksi.v3i2.6645

Sihombing, K.S., & Rahardjo, S.N. (2014). Analisis fraud diamond dalam mendeteksi financial
statement fraud : Studi empiris pada perusahaan manufaktur yang terdaftar di Bursa Efek
Indonesia (BEI) tahun 2010-2012. Diponegoro Journal of Accounting, 3, 657-668.

Skousen, C. J., Smith, K. R. & Wright, C. J. (2009). Detecting and predicting financial statement fraud:
The effectiveness of the fraud triangle and SAS No. 99. In Advances in Financial Economics
(pp. 53-81). Emerald Group Publishing Limited. http://dx.doi.org/10.1108/s1569-
3732(2009)0000013005

Soley, S. (2017). White Collar Crime: The Role Of The Firm In Occupational Crime. Joseph Wharton
Scholars.

Sunardi, S., & Amin, M. N. (2018). Fraud detection of financial statement by using fraud diamond
perspective. International Journal of Development and Sustainability, 7(3), 878-891.

Supri, Z., Rura, Y., & Pontoh, G. T. (2018). Detection of fraudulent financial statements with fraud
diamond. Journal of Research in Business and Management, 6(5), 39-45.

Suripto & Jayadih. (2022). Pengaruh kualitas audit, financial stability, dan karakteristik komite audit
terhadap financial statement fraud pada perusahaan yang tergabung dalam indeks Iq 45.
Jurnal Akuntansi Dan Pajak.

Survei fraud Indonesia 2019. (n.d.). Retrieved November 29, 2022, from https://acfe-
indonesia.or.id/wp-content/uploads/2021/02/SURVEI-FRAUD-INDONESIA-2019.pdf
Surjaatmaja, L. (2018). Detecting fraudulent financial statement using fraud triangle: Capability as
moderating variable. KnE Social Sciences, 3(10), 945.

https://doi.org/10.18502/kss.v3i10.3184

Sutherland, E. H. (1940). White-collar criminality. American Sociological Review, 5(1), 1.
https://doi.org/10.2307/2083937

Tiffani, L., & Marfuah, M. (2015). Deteksi financial statement fraud dengan analisis fraud triangle pada
perusahaan manufaktur yang terdaftar di bursa efek Indonesia. Jurnal Akuntansi dan Auditing
Indonesia, 19(2), 112-125. https://doi.org/10.20885/jaai.vol19.iss2.art3

Think pandemic-related fraud is going away? Think Again. (n.d.). Retrieved November 29, 2022, from
https://lwww.acfe.com/about-the-acfe/newsroom-for-media/press-releases/press-release-
detail?s=Think-Pandemic-Related-Fraud-Is-Going-Away

43



JURNAL RISET AKUNTANSI DAN AUDITING
Vol 10 Edisi 3 (November 2023, 27-44)

Tjen, F., Sitorus, T., & Chasanah, R. N. (2020). Financial stability, leverage, ineffective monitoring,
independent audit committee, and the fraudulent financial statement. International Research
Journal of Business Studies, 13(2), 161-172. https://doi.org/10.21632/irjbs.13.2.161-172

Triani, N. N. A., & Yanthi, M. D. (2020). The effect of audit firms size, leverage, going concern opinion,
audit tenure, on audit quality in indonesia. Proceedings of the 23rd Asian Forum of Business
Education(AFBE 2019). http://dx.doi.org/10.2991/aebmr.k.200606.044

Tuannakota. (2007). Akuntansi Forensik Dan Audit Investigatif. Fakultas Ekonomi UL.

Umar, H., Partahi, D. & Purba, R. (2020). Fraud diamond analysis in detecting fraudulent financial
report. International Journal of Scientific & Technology Research, 9(3).

Utami, D. P., & Purnamasari, D. |. (2021). The impact of ethics and fraud pentagon theory on
academic fraud behavior. Journal of Business and Information Systems (e-ISSN: 2685-
2543), 3(1), 49-59. https://doi.org/10.36067/jbis.v3i1.88

Utami, E. R., & Pusparini, N. O. (2019). The analysis of fraud pentagon theory and financial distress
for detecting fraudulent financial reporting in banking sector in indonesia (empirical study of
listed banking companies on indonesia stock exchange in 2012-2017). Proceedings of the 5th
International Conference on Accounting and Finance (ICAF 2019).
http://dx.doi.org/10.2991/icaf-19.2019.10

Wahyudi, I., Boedi, S., & Kadir, A. (2022). Kecurangan laporan keuangan (fraudulent) sektor tambang
di Indonesia. KRISNA: Kumpulan Riset Akuntansi, 13(2), 180-190.
https://doi.org/10.22225/kr.13.2.2022.180-190

Wells, J. T. (2017). Corporate fraud handbook: Prevention and detection. John Wiley & Sons.

Wei, Y., Chen, J., & Wirth, C. (2017). Detecting fraud in Chinese listed company balance sheets.
Pacific Accounting Review, 29(3), 356—-379. https://doi.org/10.1108/par-04-2016-0044
Widnyana, I. W., & Widyawati, S. R. (2022). Role of forensic accounting in the diamond model
relationship to detect the financial statement fraud. International Journal of Research in
Business and Social Science (2147- 4478), 11(6), 402-409.

https://doi.org/10.20525/ijrbs.v11i6.1924

Wolfe, D. T. & Hermanson, D. D. R. (2004). The fraud diamond: Considering the four elements of
fraud. CPA Journal, 74(12), 38-42.

Yesiariani, M. & Isti, R. D. (2016), Analisis fraud diamond dalam mendeteksi (studi empiris pada
perusahaan LQ-45 yang terdaftar Di bursa efek Indonesia tahun 2010-2014), Simposium
Nasional Akuntansi XIX, Lampung, pp. 1-22.

Zaki, N. M. (2017). The appropriateness of fraud triangle and diamond models in assessing the
likelihood of fraudulent financial statements - an empirical study on firms listed in the Egyptian
stock exchange. International Journal of Social Science and Economic Research, 2(2).

44



