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Abstract:

Financial corruption is one of the most fundamental challenges facing the Iranian economy and other developing countries, which, by
undermining transparency and accountability mechanisms in companies and organizations, fosters widespread public distrust and leads to
large-scale misallocation of financial resources. This study, aiming to identify and extract a model of the determinant factors of financial
corruption in companies listed on the Tehran Stock Exchange and applying grounded theory, seeks to explain a network of influencing
conditions, strategies, and consequences of financial corruption through reliance on in-depth field data. Data were collected using semi-
structured interviews with 12 financial experts during the period from 2019 to 2024, and the analysis was conducted through open, axial,
and selective coding. The research findings indicated that more than 80 initial codes were structured around main components such as
causal conditions (e.g., weakness in the value system, ineffectiveness of internal controls, personal motivations, economic pressure);
contexts (including inefficiency of information technology infrastructure, organizational cultural environment, absence of codified
counteractive policies); intervening conditions (such as conflict of interest, weak oversight of managers, political influence); core category
(corporate financial corruption); strategies (control processes, professional ethics training, transparency-enhancing technologies); and
consequences (disruption of organizational performance, capital flight, reduction of social capital). In addition to analyzing the causal and
contextual relationships of these components, the present study offers recommendations in legal-judicial, managerial, and cultural domains
for controlling financial corruption in publicly listed companies.
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Introduction

Financial corruption is one of the most pervasive and damaging phenomena affecting the economic, social, and
institutional structures of nations, particularly in developing economies where institutional capacity and regulatory oversight
may be limited (Johnson & Sharma, 2022; Lin et al., 2021). It undermines transparency and accountability in organizations,
fosters widespread public distrust, and leads to substantial misallocation of resources (Oecd, 2020; World, 2020). Within the
capital markets, companies listed on the stock exchange are particularly vulnerable due to the volume of financial
transactions, close association with capital resources, and heightened exposure to governance-related risks (Ahmadinejad &
Gholami, 2019; Noor Bakhsh et al., 2020). In the Iranian context, structural weaknesses, overlapping institutional mandates,
and a lack of effective enforcement mechanisms have amplified the problem, allowing systemic corruption to persist despite
the existence of extensive anti-corruption regulations (Gholami, 2022; Pehlavani, 2022).

From a theoretical perspective, the phenomenon of corporate financial corruption can be interpreted through the lens of
rent-seeking theory, which posits that monopolistic market structures, privileged access to economic opportunities, and
inadequate competition create incentives for misuse of resources (Fadavi, 2021). New institutional economics also
underscores that low institutional quality, weak rule of law, and poor corporate governance frameworks increase the
probability of corruption (Lin et al., 2021; Wang & Huang, 2020). Furthermore, previous research has shown that cultural and
organizational factors, such as a lack of professional ethics training, ill-defined job responsibilities, and tolerance toward
unethical practices, significantly exacerbate corruption risks (Barati, 2019; Transparency, 2019). Technological advancements
in financial systems, while offering tools for transparency, may also be exploited in the absence of robust safeguards (Jafari,
2020; Padash & Arbab, 2022).

In light of these challenges, there is a growing need for a comprehensive, context-specific framework that identifies the
determinants of financial corruption in publicly listed companies and proposes integrated strategies for prevention and
mitigation. This study aims to address this gap by developing a grounded theory-based model that systematically categorizes
causal, contextual, and intervening conditions, alongside strategies and outcomes, based on in-depth field data from experts
within the Iranian capital market (Gholami, 2022; Pehlavani, 2022).

Methods and Materials

This study adopted a qualitative research design grounded in the grounded theory methodology to explore the
determinants of financial corruption in companies listed on the Tehran Stock Exchange. Data were collected through semi-
structured interviews with 12 financial and auditing experts selected via purposive and snowball sampling to achieve
theoretical saturation. The interview protocol was designed to elicit insights into the participants’ experiences and
observations regarding corruption-related behaviors, organizational conditions, and regulatory environments. Interviews
were recorded, transcribed, and subjected to open, axial, and selective coding to identify key themes and categories. The
coding process was supported by qualitative data analysis software to ensure systematic categorization of findings.
Triangulation techniques, including participant validation and cross-referencing with secondary documentation, were
employed to enhance credibility.

Findings
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The analysis produced over 80 initial codes, which were subsequently grouped into major thematic components. Causal
conditions identified included weak professional values among managers, inadequate accounting knowledge, personal
financial pressures, propensity for risk-taking, and poor ethical standards. These were reinforced by contextual factors such
as an expedient organizational culture, lack of professional ethics education, ineffective IT infrastructure, absence of public
anti-corruption education, and non-transparent promotion and recruitment policies.

Intervening conditions emerged as critical accelerators or inhibitors in the corruption cycle. Key elements included
conflicts of interest between managers and shareholders, political influence over executive appointments, lack of incentives
for whistleblowing, and external interference in decision-making processes. The analysis highlighted that these conditions
often neutralize formal anti-corruption measures, leading to their ineffectiveness.

The core category identified was “corporate financial corruption,” encapsulating the interplay between individual
motivations, organizational weaknesses, and institutional deficiencies. Strategies proposed by experts to combat corruption
included implementing secure reporting systems for whistleblowers, continuous professional ethics training, regular and
independent auditing processes, enhancement of financial transparency through advanced IT systems, and swift enforcement
of punitive measures against offenders.

The study also categorized consequences into organizational, economic, and societal domains. Organizational
consequences included brand deterioration, reduced service quality, weakened interdepartmental trust, and increased
operational costs. Economic consequences involved capital flight, declining market indices, reduced competitiveness, and
diminished economic growth. Societal consequences encompassed reduced social capital, heightened public distrust, and
increased emigration of skilled professionals. The model structured these relationships into five grounded theory dimensions:
causal conditions, contextual factors, intervening conditions, strategies, and consequences, providing a holistic
understanding of corruption dynamics in the Iranian capital market.

Discussion and Conclusion

The findings of this study reaffirm that corporate financial corruption in the Iranian capital market is a multifactorial
phenomenon driven by the convergence of individual, organizational, and institutional weaknesses. Causal conditions such
as poor professional ethics and inadequate technical expertise interact with permissive cultural and organizational
environments to facilitate corrupt practices. Intervening factors, particularly political interference and conflicts of interest,
significantly undermine the effectiveness of existing control mechanisms, explaining why formal anti-corruption frameworks
often fail in practice.

The proposed strategies underscore the necessity of a multi-pronged approach. Technological measures, such as real-time
financial transaction monitoring and secure whistleblower systems, must be integrated with robust legal protections and
active cultural reform within organizations. Professional ethics training and transparent governance structures are pivotal for
preventing corruption from becoming normalized within corporate culture.

The grounded theory model developed in this research offers a structured, evidence-based framework that can guide
policy-makers, regulators, and corporate leaders in designing targeted interventions. By explicitly mapping the interplay
between causal, contextual, and intervening factors, the model identifies leverage points for disrupting the corruption cycle.
Addressing these determinants in a coordinated and sustained manner can mitigate corruption risks, enhance investor

confidence, and promote sustainable corporate governance in Iran’s capital markets.
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Ultimately, combating corporate financial corruption requires more than regulatory compliance; it demands systemic
reforms that address the root causes at individual, organizational, and institutional levels. Only through a combination of
strong governance, technological innovation, cultural change, and stakeholder engagement can the persistence of corruption
in publicly listed companies be effectively curtailed.
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