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Abstract

The main objective of this study is to investigate the mediating role of internal control on relationship between
employee quality and stock price crash risk of listed companies in Tehran Stock Exchange. The sample consists
of 142 firms listed in Tehran Stock Exchange in the period from 2016 to 2021. In this study, the data were
extracted from the Rahavard Novin 3 software and then classified by Excel software, and after calculating the
variables, finally, through Eviews and Stata softwares, the multivariable regression model and panel data was
used to test the hypotheses. The results showed that there is significant negative relationship between employee
quality and stock price crash risk with in 95% confidence level. In addition, the results indicate the mediating
role of internal control in the relationship between employee quality and stock price crash risk. It should be noted
that the employee quality has an indirect effect on the stock price crash risk in part through internal control.

Keywords: Employee Quality, Internal Control, Stock Price Crash Risk.

Introduction: Falling stock prices not only cause the immediate loss of investors' wealth and reduce their
investment enthusiasm, but also endanger the stable and healthy development of the real economy. Accordingly,
factors affecting the risk of falling stock prices have been an important issue in accounting. One of the factors
that lead to the fall of the stock price is the actions of managers in order to keep bad news and negative
performance inside the company. In fact, the increase in the risk of the company's stock price falling in the
market indicates the one-time release of negative information to the market, which leads to the fact that investors
and financial analysts change their financial forecasts and evaluate the quality of companies. herefore,
companies lose their competitive advantage in the market; Therefore, knowing the causes of this phenomenon,
the solutions that prevent the occurrence of this phenomenon in the capital markets, and the models that can
predict this phenomenon are very important for capital market administrators.
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Method and Data: After collecting the data required for the research, Office 2016 software was used to
calculate and prepare the variables, and combined data was used to test the hypotheses. Also, Eviews and Stata
software were used to analyze tests, correlation between variables and multivariate linear regression of GLS and

other tests. In order to test the research hypotheses, the research model of Wang et al. (2021) was used.

Findings: Finally, because the quality of employees has a significant effect on the risk of falling stock prices in
the presence of the variable of internal controls, therefore, the quality of employees partially has an indirect
effect on the risk of falling stock prices through internal control. In other words, based on the obtained evidence,
it can be concluded that internal controls play a mediating role in the relationship between the quality of
employees and the risk of falling stock prices.

Conclusion and discussion: The results of the current research indicate that the higher quality of employees is
associated with a reduction in the risk of the company's stock price falling. Also, the results indicate the
mediating role of internal controls in the relationship between the quality of employees and the risk of falling
stock prices.
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