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Abstract:

Financial corruption is one of the serious phenomena faced by countries, especially
those of developing countries. The existence of such a phenomenon will lead to the
destruction of the economies of the state by causing economic recession, which in
turn will lead to disrupt economic development processes within countries. The
financial corruption in the Libyan economy is one of the biggest problems, and it is
also a challenge to achieve economic development. According to Libyan Audit
Bureau (2012), there is a weakness in internal audit systems, which were caused by
either its absence or its ineffectiveness. So, based to Cadbury (1992) financial
corruption is the main reason that disrupts the achievement of development, as well
as some other problems related to accounting aspects. The report was issued after
several collapses in major global companies listed on the stock market, such as
WorldCom, Enron and Maxwell in the 1990s. According to the report, the cause of
these collapses is the existence of financial corruption in addition to problems related
to accounting aspects, the report also mentioned the mechanism to reduce these
problems which are corporate governance. Where, the report mentioned to the
importance of corporate governance as an effective mechanism to reduce the
problems through a number of mechanisms (internal mechanisms such as board of
directors and external mechanisms such as external auditing), which in turn will lead
to reduce the financial corruption then achieving the development. Where, this
research was used Qualitative approach, which describes the phenomenon in order to
interpret it and provide a number of results. The results showed that there is a
weakness in the implementation of the concept of the corporate governance in
Libyan public institutions and this study was provided a number of recommendations
have been made.
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