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Abstract

Objective: Financial crises can quickly affect the real sector of the economy and be
detrimental to the economy. Therefore, dealing with these crises as well as preparing for them
should be among the most important economic priorities. It is worth noting in such a
situation, concepts such as financial fragility become important which is one of the most
important factors affecting corruption.

Methods: In this study, using the quantitative regression method, the effect of corruption on
financial fragility in the period 2012-2021 has been studied. The statistical population of this
research is includes companies active in the Tehran Stock Exchange market, among these
companies, 86 companies were selected as the research sample.

Results: The results of model estimation showed that high level of corruption (low level of
corruption perception index) increases the financial fragility of companies and therefore
confirms the inefficiency of corruption. Because corruption in various forms such as taking
bribes to grant special privileges to a particular company, low-interest loans and financial and
tax protections of some companies in the face of financial crises affect the financial fragility
of companies. The size of companies also had a negative effect on financial fragility, but this
effect was not statistically significant at the 5% level. The impact of tangible assets as well as
fixed assets of companies on financial fragility is negative and significant. Because the
increase in the level of fixed and tangible assets of companies indicates the high (increase) of
total assets of the company and generally increases their ability to cope with financial crises
as well as bankruptcy, thereby reducing the financial fragility of companies. The effect of
financial leverage on the financial fragility of the company is positive and significant.
Because the higher the financial leverage of the company and in other words, the higher the
corporate debt compared to its assets, the higher the probability of financial crisis and the risk
of bankruptcy in the companies under study in the face of economic cycles. Economic growth
also has a negative impact on the financial fragility of the companies under study. Because
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Abstract

the higher the economic growth rate, the higher the company's revenues due to this economic
growth and the lower the probability of financial problems and shortages in the company,
which in turn reduces the financial fragility of companies. Also, the effect of inflation on the
financial fragility of the studied companies is positive and significant. Because rising
inflation increases the total cost of companies, including the cost of purchasing raw
materials and machinery, as well as other consumption and current costs, and thus
increases the likelihood of financial crises and bankruptcy.

Conclusion: High levels of corruption increase the financial fragility of companies. Because
the high corruption perception index (low level of corruption) is associated with a higher
level than the Z-Score index (low financial fragility) and as a result, the second view
confirms the impact of corruption on the economy or the theory of corruption inefficiency.
Therefore, in order to reduce financial fragility, the relevant institutions should pay serious
attention to dealing with corruption.
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