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Business strategy and internal control

in corporate governance

Gholamreza Soleimani. A*; Hanieh Hekmat’; Sheida Nayeb Mohseni"

Abstract

This study examines whether a firm’s business strategy is an
underlying determinant of the quality of its internal control over
financial reporting (ICFR). Organizational theory suggests that firms
following an innovative “prospector” strategy are likely to have
weaker internal controls than firms following an efficient “defender”
strategy.By a sample of 136 year-company observations during
2015- 2014 fiscal years, we show that despite the Organizational
theory’s predictions, there is no significant difference between the
kind of strategy a firm follows. i.e. being a prospector or not couldn’t
predict the deficiencies of the internal control.
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