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Detecting the financial statement fraud: The analysis of the
differences between data mining techniques and judgments

Javad Masoomi
Hashem Nikoomaram ™

Ghodratolah Talebnia®
Fereydon Rahnamay Roodposhti**

Abstract:

The objective of this study is to identify and ranking of factors affecting detecting
the financial statement frauds using the judgment technique based on the Analytic
Hierarchy Process (AHP) and data mining techniques techniques. The population
of the study comprised of senior auditors, supervisors, senior supervisors, audit
manager and partner of the audit institute employed in audit institutes member of
the Iranian association of certified public accountants IACPA) and companies
listed in the Tehran Stock Exchange. In order to the research goal, 56
questionnaires and 109 Listed for the year 2012-2017 and analyzed. Based on the
technique of judgment, the pressure dimension of the first priority, opportunity,
second factor and rationalization are ranked as the third effective factor on the
detection of fraud. These results are different with other techniques. Empirically,
the ANNs and CART approaches work with the training and testing samples in a
correct classification rate of 98/65% (ANNs) & 91.5% (CART) and 69/79%
(ANNSs) & 69.10% (CART), respectively, which is more accurate than the logistic
model that only reaches 72.32% and 88.10% of the correct classification in
assessing the fraud presence. In addition, type 11 error of CART drops significantly
to 58.18% from 72.7% and 55.6% compared to the ones using ANNs and logistic
models. According to the accuracy index, the decision tree model is more efficient
than other models; therefore, among the data mining techniques, the weight of
each of the input variables of the decision tree is the basis for the final ranking of
the research variables.

Keywords: Fraud in Financial Statements, Auditor Judgment, Artificial Neural
Networks, Decision Trees, Analytic Hierarchy Process Method.
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