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Earnings Management and Its Effects on Suppliers' Trade Credit
in the Tehran Stock Exchange

Yashar Pavir !

Abstract

The extensive literature on earnings management provides significant evidence of various
managerial incentives for manipulating earnings, with capital acquisition being one of the most
crucial motives. Most studies have focused on traditional capital providers such as investors
and lenders, neglecting the role of trade credit suppliers, which are a critical component of
market transactions and an efficient short-term financial channel for companies in the supply
chain. This research examines the effects of earnings management on suppliers' trade credit.
The research methodology is quantitative with a descriptive-experimental approach. The main
objective is to identify the correlation between suppliers' trade credit and earnings
management. The statistical population includes listed companies from 2012 to 2021, with
analyses conducted using panel data and Stata software. Results show that accrual-based
earnings management has a negative impact on suppliers' trade credit, while real earnings
management positively affects it. This study provides evidence on how customer firms'
earnings management influences suppliers' trade credit.
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