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according to the role of financing constraints

Mansour Dehghani Ashkezari ™

Atefeh Mohammadi Moghadam 2

Abstract

With the increase in the amount of debt in companies, the risk of bankruptcy increases and
the credit level of the companies decrease in the view of investors and lenders. In this case,
managers may report profit as a measure that reflects the performance of the company and
the efficiency of managers to positively influence other people, and also reports a better
image of the company. Especially in financially constrained companies, because it is more
difficult to access external financing and satisfy lenders, managers may be more motivated to
manage real earnings. The purpose of this research is to investigate the effect of three types
of short-term, long-term and total financial leverage on real earnings management criteria and
finally to investigate whether financial restrictions affect this relationship or not. In this
research abnormal operating cash flow, abnormal production cost and abnormal discretionary
expenses, as well as the comprehensive real earnings management proxy, which is the sum of
the above three criteria, are considered as real earnings management criteria. In order to
classify the companies into two groups financially constrained firms and financially
unconstrained firms, the Iranian adjusted kz index was applied. The information required for
this research has been extracted from the financial statements of the company admitted to the
Tehran Stock Exchange in the period from 2015 to 2023, which meet the selection criteria of
the statistical sample, by systematic elimination method. Data analysis and hypothesis testing
have been done using multivariate regression, combined data method and Eviews software.
The research results indicate that short-term leverage causes more REM in companies than
long-term leverage, higher leverage causes more REM in companies, short-term leverage in
financially constrained firms has less impact on REM than financially unconstrained firms,
higher leverage causes more REM in financially unconstrained firms than financially
constrained firms.
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