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Investigating the effect of product market competition on the
relationship between corporate governance and real earnings
management

Masoumeh Pour Rajabi Chahardah*

Abstract

The present study examines the moderating role of product market competition on the
relationship between corporate governance and real earnings management in companies
listed on the Tehran Stock Exchange during the period 2018 to 2023. In this study, the
dependent variable is real earnings management. The Cohen and Zarvin (2010) criterion
was used to measure this variable. The independent variable of this study is corporate
governance, which was measured using three corporate governance criteria (institutional
ownership, managerial ownership, and board size). The moderating variable is product
market competition, which is measured based on the Herfindahl-Hirschman index. To
test the hypotheses, multivariate regression and cross-sectional data using Stata software
were used. Two hypotheses were proposed to investigate the research topic. The results
of data analysis show that there is a negative and significant relationship between all
three corporate governance measures and real earnings management. The positive and
significant effect of product market competition on the relationship between institutional
and managerial ownership with real earnings management and its lack of effect on the
relationship between board size and real earnings management.
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