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Abstract 

The purpose of this article is to study the relation between competition in product market and 
interest management of accepted company on the Tehran Stock Exchange. For this purpose, 
the index of Herfindahl - Hirschman, Lerner and adjusted Lerner as criteria for measuring 
product market competition is used. Optional accrual items were used as a measure of interest 
management. 145 accepted companies in Tehran Stock Exchange comprised statistical 
population that studied over the years 2010 to 2014. Multivariate linear regression analysis 
was used to test proposal hypotheses. The results of tests showed that generally there is a 
significant inverse relation between Herfindahl- Hirschman index, Lerner and adjusted 
Lerner with interest management of companies. 
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1. Introduction 

This study is in search of the relation between competition in products market and managers 
motivation for distorting the reported interest by them. A large literature in economics and 
accounting in this area have provided theoretical guidance on how to compete in the market 
can lead to a reduction of  agent problems [23] [36] [41] or sometimes leaded to 
intensification problems of agents [40] [34] [26]. Experimental researchers based on these 
guidelines and theoretical predictions have made analyze the effects of competition on 
managers efforts and consequently, the productivity and efficiency of a company's operations 
[37] [21]. It is clear that the demand for financial reporting is due to agency conflicts between 
shareholders and the people within the company (managers) 1..1  
The effects of competition on agent problems ( even with the effects of ambiguous ) stimulus 
in this regard that the current  study examines the relation between competition in product 
market and the performance of their financial reporting  

 
Because their financial reporting problems. Because the agent problems can distort financial 
reporting, the current research to test aspects of financial reporting , which may lead   to 
distort the economic performance through reported interest due to the tempt of  managers 
motivation. 
The main reason of economic science is based on competition in the market is formed an 
excellent mechanism for optimal allocation of resources, and with contraction effects on the 
behavior of managers and their inefficiency [33].Compatible with this view of recent 
literature, has shown how appropriate company rule mechanisms are needed when markets 

                                                        
1 - To review the literature in this regard refer  to Haley and palpo [25] and Rezai [3] 
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are in danger of dying out or disintegrate, [19] [20] Otherwise, if there is no appropriate 
corporate governance mechanisms, only a  good  competition will lead managers to maximize 
shareholder wealth without need to control [33[ 
According to last subjects, it seems that competitions in products market have the applicant 
effects on management motivation regarding to interference interest and somehow 
management of reported interest.In this regard, the current research is about competition 
analysis in companies’ products market in Tehran exchange stock and their effects on the 
interest interface and management by companies’ managers. 
The importance of this study is that companies’ interest is one of the main criteria of 
performance evaluation and company situation of proficiency from the viewpoint of 
shareholders, creditors and others [2].With clear results of this research could have wider 
view than market competition structure in Iran and their effects on companies’ interest 
management. In total, the main research question is: whether the competitive structure of the 
industry have any effects to determine the companies’ management motives regarding 
reported interest management? 
According to passing of time and changes in the economic environment and the gradual 
completion of databases exchange areas, with respect to previous studies this research is done 
as repeat testing (replication) that in the rest of the article, theoretical basic and background 
research related to the subject as well the research method and theory derived from the 
theoretical basic will expressed. 
Finally, the theory test results present and conclusion done considering to the results, 
theoretical basic and the background at the end and will finish with mention of restrictions 
and proposals. 
2. Theoretical basic 
In some studies, products market structure of companies is as an effective factor that impress 
on investment activity, financing, distribution of cash and their company rule. ]16] [24] [22 [
.However, there is conflicting evidence regarding the effects of competition in the market on 
managers’ motivation about interest management and interference.Firstly, Interest 
management theory was introduced as interest smoothing by Hepworth (1953) and later 
presented by Gordon (1964) [1]. 

   
Skippers [43] defines the concept of interest management as intentional interference 
management in the financial reporting process to obtain the expected interest.In other words, 
according to different goals and objectives management, interest may increase or reduce or be 
smoothed. Schiffler [45] claims that the competitive pressure in the market probably increase 
interest interference in companies. he says the reason is when there is a intensive competition 
in markets, managers are under pressure for interest interference to influence actual and 
potential investors through influence on stock prices and proper interest report before 
acquirement..1 In this regard, Markarian and Senatolo [33] also suggest that the intensity of 
competitive structure of industry influence on financial report decisions of managers. . 
So far, the various reasoning by different researchers proposed on the relation between 
market competition and the interest management of companies. 
Datta and colleagues [14] presented evidence in this regard that competition in the products 
market is an effective factor on companies’ interest management.  

                                                        
1- To provide a sample of the available evidence about the relation between competition and interest 
interference can mention recent accounting scandals in companies like Enron and WorldCom. Competitive 
pressures led to wide range of activities of interest management in those companies [28]. 
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First, competition can be used as an infrastructure mechanism 1, which would give ability to 
create any kind of cost shock to customers, reduce the fluctuation of cash flows and thus 
reduce the need of interest interference.  
Secondly, due to this fact that the market punish companies which fail to achieve the 
expected interst. 
It can be reasoned that the companies under the power of weak pricing (less competition) 
interference more likely their interest.In another point of view, Datta and colleagues [14] 
know Another motivated of interest interference by managers as a limited strategy and 
complicated more the available information for competitors in trying to keep their 
competitive advantage. 
Therefore, based on this reason those companies are faced with more competitive pressures, 
have possibility to interest management motivation to restricted available information for 
competitors.  
Markarian and Senatalo [33] But when the information process is about the industry, 
competition has negative effects on interest management of companies.  
Totally, based on the reason of Datta and colleagues [14] and Markarian and Senatalo [33], 
the relation is unknown and uncertain between competition in products market and the 
interest management of companies.  
Delaying or cutting research and development cost and other activities that cause the 
company's profitability in the short term [28].Also, in researcher’s viewpoint competition 
lead to increased risk. Therefore, risk-averse managers will more conservative by avoiding or 
delaying investment projects that potentially cause increase of the potential returns of cash 
flows in the future, [39] [18]. Smith [42] also says that more competition increases the risk of 
closing company, which it leads managers to increase capital and debt reduction. 
3. Research background 
Schleifer [45] in his research study the relation between competition and interest 
management. The results of his study showed that competitive pressure in the market will 
increase the probability of interest interference. 
Tinakar and Su [47] made the study about relation of interest management and completion, 
entitled "The competition in the product market and interest management”. 
Markarian, and Senatalo [33] in another study, titled "The competition in the product market, 
Information and interest management" analyze the effects of competition in the product 
market on management motivate for interest management. Their research results indicate two 
interactions Laksmana and Yang [30] study in a research titled “competition in product 
market and interest management aimed at profitability orientation" to the relationship 
between competition in product market and the interest management. Their research results 
indicate that more competitive companies tend more to interest management than companies 
with less competition tend to manage based on their assurance. Marque Kaytit and Chul Park 
[32] also in another study examined the relation between interest management and 
competition in product market.The results of their study showed that companies that manage 
their own interest have the worst performance in the long-term stock market in completion 
market. 
Datta and colleagues [14] investigated the role of the competitive structure of the industry on 
interest management companies. Their research results show a strong and significant 
relationship between pricing power of companies’ products market and the degree of interest 
management and competitiveness in the industry. Also, Datta and colleagues research 
findings reflect this fact that in the industry level, more competitive of industry is with more 
interest management . Carona and colleagues. [28] also in another research examine the 
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relation between competition in product market and the interest management of companies 
using competitive factors such as product replacement, market size and entry costs to the 
industry.  
The results of their research showed that industry factors have effective role on the 
company's interest management. In other words, the results showed a positive relationship 
between competition and interest management. 
4.  Research hypotheses 
 
1. There is a significant relation between Herfindahl - Hirschman index with companies’ 
interest management. 
2. There is a significant relation between Lerner index with companies’ interest management. 
 
3. There is a significant relation between adjusted Lerner with companies’ interest 
management. 

.  
5.  Research method 
The research method is cursual and required information of companies collected through Rah 
avard Novin, Tadbir pardaz 2 Software and official website of stock exchange. Finally, data 
got ready with Microsoft Excel 2007 version and then analysis using Eviews  software and 
SPSS version 20. 
Related Data to the period of the test, the statistical sample and population  
The period of study is an eight-year period based on financial statements from 2010 to 2014. 
However, according to test of research models, it is required to calculate the change in t year 
to (t-1) year; So actually, research period is limited to seven years. Companies listed on 
Tehran Stock Exchange, made the population of this research. 

 Because there is some inconsistency between members, the following condition is set for 
selecting statistical sample and the sample was selected to targeted statistical sampling 

method:  
 

1. Fiscal year ended March in each year  
2. Company didn’t changed fiscal year during 2010 and 2014. 
3-Required Financial information is available in order to extract the required data. 
4- Accepted at Tehran Stock Exchange by the end of fiscal year 2009 
5- The banks and financial institutions (investment companies, financial intermediaries, 
holding and leasing companies), because financial information disclosure and leading 
structures of companies are different. According to the mentioned conditions and restrictions, 
145 companies were selected for the period time of 2010 to 2014 as sample. 
Research hypotheses test method:  
This section study Research hypotheses test methods. It was used low regression model for 
test. 

(1)        
In the above model  reflects interest management criteria in defined (t) year in variables 
section of  Research ,  shows competition criteria in the  products market of  I company  
in (t)  year and  shows a vector of control variables, including the size (natural logarithm of 
sales), debt ratio, investment opportunities and profitability (return on total assets). 
 
The research variables 
Independent variable 
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According to the research question and aim, competition in the company’s products market is 
considered as independent variables. 
Herfindahl – Hirschman Index 
Herfindahl – Hirschman index obtained from the sum of the squared market shares of all 
active firms in the industry. 

                      )2(  
Where HHI Herfindahl – Hirschman index, k the number of firms in the market and Si i-th 
company's market share is derived from the following equation: 

                                                                                  )3 (  
Where  shows the j company's sales and l shows the type of industry. Herfindahl – 
Hirschman index measured the level of focus in industry. The higher the index, focus level is 
the higher too and there is  less competition in the industry, and vice versa. It is noteworthy 
that this index was used in the research of Chen and colleagues [11], Cheng and colleagues 
[12] and Namazi and Ebrahimi [6]. 
Lerner Index 
Lerner index is equal to the product price of company minus the final cost of products. This 
index directly shows the strength of the market, means the company's ability to determine the 
a price more than final cost. 
The coming challenge using Lerner index in experiential researches is that final costs are not 
visible. So, researchers usually estimate Lerner index by price - cost margin [10]. Following 
Gasper and Massa (18), Cal and Leuven (27) and Booth and Zhou [10], Lerner index is 
defined in terms of operating interest divided by sales. It is estimated using the following 
equation [44]: 

             )4 (  
Sale shows the Lerner index, LI in the above equation shows the final cost , Coge shows sales 
A & SG shows the cost of general and old goods , administrative and selling. 
Adjusted Lerner index  
Although Lerner index is used to determine the market power of the company's product, but 
this factor does not break up company-specific factors such as the impact of pricing power 
market from industry level factors. Therefore, in this research, the same research Sharma 
[44], Pierce [38], Gasper and Massa [18] and Namazi and Ebrahimi [6] is used adjusted 
version of the Lerner index. How to Calculate the adjusted Lerner index is as follows: 

             )5(  
 Dependent variable 
In this research, the interest management of companies shows the research dependent 
variable. The available study about interest management was noticed for the accrual [1]. 
Extensive literature of optional accruals was used as a tool for measuring interest 
management. In this article similar to previous researches about interest management was 
used of optional accruals model like Dechow and colleagues method [! 5] that is known as 
the adjusted Jones model [8] [4] [1]. In the first stage accrual is calculated as follows. 

           )6(  
That in the above equation  shows the total accruals for (i) company in t year,  shows 
the net interest of (i) company in (t) year and  shows cash flows from operating activities 
of (i) company in t year. 
Also, the non-optional accrual section is calculated as below: 
 (7)  
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In the above equation  shows non-optional accruals for (i) company in (t) year,  
shows change in the (i) company income in t year,  shows the change in accounts and 
receipt documents of I company in t year,  shows the total assets of the i company in 
t-1 year and  shows the change in fixed assets of I company in t year. In this study, 

 calculated based on adjusted Jones model as follows: 
(3)  

  
 

After calculating the total accruals and non-optional accruals, discretionary accruals are 
calculated using the following formula: 

                 )4(  
Control variables 
In order to control other variables involved in the analysis of the research issue, the necessary 
control variables were determined according to literature review. Control variables of this 
research are as follow: 
1- Investment opportunities: interest of companies with investment opportunities may 
have strong motive in the capital markets that motivated managers to interfere interest [13] 
[46] [31]. In this research, it was used the ratio of market value to chart value is to measure 
investment opportunities. The ratio of market value to chart value is equal to the total chart 
value of total assets and market value of share holders due of minus the chart value of share 
holders divided by chart value of total assets. 
2. Profitability: competition reduces companies’ interest in the market and companies with 
lower interest, more likely to perform interest management [35] [17]. In this research, the 
output of total assets used as a criterion to measure the companies Level of profitability. 
Output of total assets is calculated by operating interest before depreciation divided by the 
chart value of total assets. 
3-Ratio of debt: the problems such as the inappropriate selection, variable debt ratio are also 
used as a control variable [33]. In this research, short-term and long-term debt in total divided 
by the chart value of total assets to is used as measure criteria of debt ratio.  
4. Size: bigger companies may have better control systems than smaller companies, which it  
may cause to prevent interest management operation [28]. The natural Algorithm of 
company's sales was used for determining the size of companies. 
Research Findings 
The achievement of the research aims, research hypotheses designed and tested. The 
statistical result of testing this hypothesis is presented in tables 1 to 5. 
Descriptive Statistics 

 
In order to primary data analysis, descriptive statistics for The research variables is presented 
in Table 1 to use in the linear regression. Table 1 shows the average, maximum, minimum, 
and standard deviation. As you can see, the greatest dispersion level among the the research 
variables is related to interest management variable. Moreover, statistics for an average of 
rate debt variable shows an average of almost half of the total assets of the Company in the 
Tehran Stock Exchange has been provided through debt. 
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Table1. Descriptive Statistics of research variables 

Variable/statistics Average Standard 
deviation 

Max Min 

Herfindahl-Hirschman 
index 0.129 0.231 1.000 0.00003 

Lerner index 0.203 0.212 0.967 -1.437 
Balanced Lerner index 0.090 0.201 0.779 -1.148 
Interest management 14995.265 614965.872 1296256.311 -6642816.376 
Company size 14.916 1.482 18.704 10.551 
Investment opportunity 1.215 0.366 5.116 0.685 
Debt ratio .856 0.117 1.264 0.127 
Profitability 0.301 1.157 14.602 1.152 
Inferential statistics 
This data is examined to research hypotheses test using multiple linear regressions after 
measuring the studied data and checking their normality, the first subsidiary hypothesis:  in 
Table 2 is the summary of results of regression analysis for research first subsidiary test. With 
respect to the F statistic in Table 2, in all companies’ levels those are equal to 872/23, 
indicating the Significant of the model at 95 percent. Moreover, the Durbin – Watson statistic 
presented in Table 2 in all companies levels are equal to 895/1, doesn’t show any problem of 
autocorrelation series of disturbing components regression. An amount   equal to 253/0. 
Thus, according to this amount can predicted 3/25 percent of the dependent variable through 
explanatory variables. 
 

Table 2. evaluation the results of the first sub diary hypothesis test 
Variable/statistics Coefficient Standard 

Error 
T statistics Sig value 

Fixed amount -315132.608 630502.689 -10.693 0.0005 
Herfindahl-Hirschman 
index 1872329.157 543654.445 2.115 0.014 

Company size 0.203 0.212 0.967 -1.437 
Investment opportunity 1.215 0.366 5.116 0.685 
Debt ratio 0.856 0.117 1.264 0.127 
Profitability 0.301 1.157 14.602 1.152 
 R^2 

 R^2(adj) Durbin-
Watson F statistics Sig value 

0.325 0.253 1.895 23.872 0.0005 
In Table 2, the coefficient of the regression model is also provided with result of first 
subsidiary hypothesis test and significance level. As you can see, a significant level of 
variable related to Herfindahl – Hirschman index variable shows that there is  a significant 
positive relationship between the Herfindahl – Hirschman index  and interest management. 
. The results related to control variables shows that there is a Significant positive relationship 
between company size variables, debt ratio and profitability with interest management, but 
the relationship between investment opportunities and interest management is not Significant 
statistically. 
 Second subsidiary hypothesis: in Table 3 is the results summary of research. Considering to 
the F statistic in Table 3, in which all companies are equal to 521/24, indicating the 
Significant of the model at 95 percent.  
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Moreover, the Durbin - Watson statistics presented in Table 3 at the level of all companies 
equal to 1/718, doesn’t show any problem of autocorrelation series of disturbing components 
regression. An amount  is equal to 0/202, which implies that 2/20 percent  of the 
dependent variable, can be predicted by the explanatory variables. 

Table 3. evaluation the results of the 2nd sub diary hypothesis test 

Variable/statistics Coefficient Standard 
Error 

T statistics Sig value 

Fixed amount -225863.654 185789.123 -10.067 0.0005 
Lerner  index 1753357.321 92807.043 -2.335 0.037 
Company size 129706.547 17494.034 12.114 0.0005 
Investment opportunity -6904.711 318138.992 -0.157 0.784 
Debt ratio 489420.438 116389.506 1.982 0.031 
Profitability 76234.424 167855.212 2.997 0.005 
R^2 

 R^2(adj) Durbin-
Watson F statistics Sig value 

0.325 0.202 1.718 24.521 0.0005 
  

In Table 3, the coefficients of the regression test, the result of the second subsidiary  
hypothesis and Significant level is also provided. As you can see, a Significant level of 
Lerner index variable indicates that there is a Significant negative relationship between the 
Lerner index and interest management. The results related to control variables also show that 
there is a positive Significant relation between company size, debt ratio and profitability with 
interest management, but there is no Significant relationship between investment 
opportunities and managing interest statistically. 
The third subsidiary hypothesis: In Table 4 is summurizes results of analysis regression 
obtained from third subsidiary hypothesis testing of research. Considering to the F statistic in 
Table 4, in which all companies are equal to 28/145, indicating the Significant of the model at 
level of 95 percent. Moreover, the Durbin – Watson statistic presented in Table 4 at the level 
of all companies is equal to 1/931, doesn’t show any problem of autocorrelation series of 
disturbing components regression.  amount equal to 0/206. Therefore, due to the amount 
of 20.6% of the dependent variable can be predicted by the explanatory variables. 
In Table 4, the coefficients of the regression model, the result of the third subsidiary  
hypothesis and Significant level is also provided. As you can see, a  Significant level of 
adjusted Lerner index variable indicates that there is a Significant negative relationship 
between the Lerner index and interest management. The results related to control variables 
also show that there is a positive Significant  relation between company size, debt ratio and 
profitability with interest management, but there is no Significant relationship between 
investment opportunities and managing interest statistically. 

Table 4. evaluation the results of the third sub diary hypothesis test 

Variable/statistics Coefficient Standard 
Error 

T statistics Sig value 

Fixed amount -
2013658.114 200117.975 -10.194 0.0005 

Adjusted Lerner  index -149411.285 63951.158 -2.313 0.022 
Company size 176845.641 16407.101 12.241 0.0005 
Investment opportunity -10462.653 26147.016 -0.336 0.589 
Debt ratio 2816704.281 109191.608 2.379 0.023 
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Profitability 53627.817 19703.693 2.764 0.005 
 R^2 

 R^2(adj) Durbin-
Watson F statistics Sig value 

0.242 0.206 1.931 28.145 0.0005 
  

5. Conclusions and Recommendations 
The current research through linking between the competitive structure of the industry and 
companies interest management levels lead to new and important cognition in the field of 
literature .attention to the results of statistical data analysis related to 145 companies in 
Tehran Stock Exchange over the years 2010 to 2014 shows that totally with increasing 
competition in products market of Companies (Hirschman, Lerner and adjusted Lerner), their 
interest management is reduced.  
In the other words, current research support this idea that Industry market power is one of the 
reduction factor of companies interest management in Tehran exchange stock. Therefore, it 
can be concluded that managers in focused industries, to reduce potential problems resulting 
from a lack of competitive pressure in the market, interfere and manage their interest. 
It is worth noting that these results or evidences do not match in Schleifer [45], Laksmana 
and Yang [30], Datta and colleagues [14] and Karuna and colleagues [28] research, but it 
match with the results of Markarian and Senatalo research [33], which showed that if 
investors have enough information about sales and real output of the company, then the 
competition may reduce the motivation for interest management. 
Perhaps one of the reasons for the lack of consistency between competition and interest 
dividend policy in current research or foreign research, is that the laws relating to shares 
interest and the level of company rule in Iran is not similar to developed countries such as 
America[ 3 ]. 
Generally, the results with control variables shows that  between size ,debt ratio and 
profitability (return on total assets) of companies with their interest management have direct 
Significant relation, but between the investment opportunities and management is no 
Significant relation. 
Since the primary purpose of interest report, is providing useful information for those who 
are most interested in the financial report [5] and on the results of this study showed that the 
interest management is less in  competitive industry, recommended to Legislators and 
government institutions that taking plan through the use of strategies to increase competition 
in the market for Iranian companies in the domestic and international level led to prevent 
interference interest by companies management . 
Due to the importance of the subject, suggested to other researchers that use other indicators 
to measure the competitiveness in the market (for example, Q Tobin's ratio, company 
concentration ratio n and the number of active companies in the industry) in the similar 
research to increase the validity of the current research. 
Finally, it should be caution for the generalization of the results of this research due to the 
unavailability of financial information relating to active companies in the studied industries in 
this research that are not accepted at Tehran Stock Exchange. 

 
 
 
 
 
 



Kuwait Chapter of Arabian Journal of Business and Management Review 
Vol. 5, No.8, April 2016 
 

71 

 

 
References 

 
Akdogu, A., & MacKay, P. (2008). Investment and competition. Journal of Financial and 
Quantitative Analysis, 43(2), 299–320. 
Ali, A., Klasa, S., & Yeung, E. (2009). The limitations of industry concentration measures 
constructed with Compustat data:Implications for finance research. Review of Financial 
Studies, 22(10), 3839–3871. 
Baggs, J., & Bettignies, J. (2007). Product market competition and agency costs. Journal of 
Industrial Economics, 55(2), 289–323. 
Bagnoli, M., & Watts, S. (2010). Oligopoly, disclosure, and earnings management. 
TheAccounting Review, 85(4), 1191–1214. 
Balakrishnan, K., & Cohen, D. (2009). Product market competition and financial accounting 
misreporting. Working paper (Available at SSRN: http://ssrn.com/abstract=1927427). 
Beneish, M., & Vargus,M. (2002). Insider trading, earnings quality, and 
accrualmispricing.The Accounting Review, 77(4), 755–791. 
Brown, L., & Pinello, A. (2007). To what extent does the financial reporting process curb 
earnings surprise games? Journal of Accounting Research, 45(5), 947–981. 
Burgstahler, D., & Eames, M. (2003). Earnings management to avoid losses and earnings 
decreases: Are analysts fooled? Contemporary Accounting Research, 20(2), 253–294. 
Cheng, Q., & Warfield, T. (2005). Equity incentives and earnings management. The 
Accounting Review, 80(2), 441–476. 
Cohen, D., Dey, A., & Lys, T. (2008). Real and accrual-based earnings management in the 
pre- and post-Sarbanes–Oxley periods. The Accounting Review, 83(3), 757–787. 
Dechow, P., Kothari, S., &Watts, R. (1998). The relation between earnings and cash flows. 
Journal of Accounting and Economics, 25(2), 133–168. 
Dechow, P., Sloan, R., & Sweeney, A. (1995). Detecting earnings management. The 
Accounting Review, 70(2), 193–225. 
DeFond,M., & Jiambalvo, J. (1994). Debt covenant violation and manipulation of 
accruals:Accounting choice in troubled companies. Journal of Accounting and 
Economics,17(1–2), 145–176. 
DeFond, M., & Park, C. (1999). The effect of competition on CEO turnover. Journal of 
Accounting and Economics, 27(1), 35–56. 
Degeorge, F., Patel, J., & Zeckhauser, R. (1999). Earnings management to exceed 
thresholds.Journal of Business, 72(1), 1–33. 
Demers, E., & Wang, C. (2009). The impact of CEO career concerns on accruals based and 
real earnings management. Working paper (Available at SSRN: http://ssrn.com/ 
abstract=1716535). 
Demski, J. (2004). Endogenous expectations. The Accounting Review, 79(2), 519–539. 
Ettredge, M., Scholz, S., Smith, K., & Sun, L. (2010). How do restatements begin? Evidence 
of earnings management preceding restated financial reports. Journal of Business,Finance and 
Accounting, 37(3&4), 332–355. 
Fields, T., Lys, T., & Vincent, L. (2001). Empirical research on accounting choice. Journal of 
Accounting and Economics, 31(1–3), 255–308. 
Ghosh, A., Marra, A., & Moon, D. (2010). Corporate boards, audit committees, and earnings 
management: Pre- and post-SOX evidence. Journal of Business, Finance and Accounting, 
37(9&10), 1145–1176. 



Kuwait Chapter of Arabian Journal of Business and Management Review 
Vol. 5, No.8, April 2016 
 

72 

 

Graham, J., Harvey, C., & Rajgopal, S. (2005). The economic implications of corporate 
financial reporting. Journal of Accounting and Economics, 40(1–3), 3–73. 
Grullon, G., & Michaely, R. (2007). Corporate payout policy and product market 
competition.Working paper (Available at SSRN: http://ssrn.com/abstract=972221). 
Guadalupe, M., & Perez-Gonzalez, F. (2010). Competition and private benefits of control. 
Working paper (Available at SSRN: http://ssrn.com/abstract=890814). 
Gunny, K. (2010). The relation between earnings management using real activities 
manipulation and future performance: Evidence frommeeting earnings 
benchmarks.Contemporary Accounting Research, 27(3), 855–888. 
Harris, M. (1998). The association between competition andmanagers. Business segment 
reporting decisions. Journal of Accounting Research, 36(1), 111–128. 
Hart, O. (1983). The market mechanism as an incentive scheme. Bell Journal of 
Economics,14(2), 366–382. 
Hay, D., & Morris, D. (1991). Industrial economics and organization, theory and evidence. 
Oxford University Press. 
Hermalin, B., & Weisbach, M. (2007). Transparency and corporate governance. NBER 
working paper No. 12875. 
Holmstrom, B. (1982). Moral hazard in teams. Bell Journal of Economics, 13(2), 324–340. 
Horn, H., Lang, H., & Lundgren, S. (1994). Competition, long run contracts and internal 
inefficiencies in firms. European Economic Review, 38(2), 213–233. 
Hou, K., & Robinson, D. (2006). Industry concentration and average stock returns. Journal of 
Finance, 61(4), 1927–1956. 
Hribar, P., & Nichols, C. (2007). The use of unsigned earnings quality measures in tests of 
earnings management. Journal of Accounting Research, 45(5), 1017–1053. 
Jones, J. (1991). Earnings management during import relief investigations. Journal of 
Accounting Research, 29(2), 193–228. 
Karuna, C. (2007). Industry product market competition and managerial incentives.Journal of 
Accounting and Economics, 43(2–3), 275–297. 
Klein, A. (2002). Audit committee, board of director characteristics, and earnings 
management. Journal of Accounting and Economics, 33(3), 375–400. 
Kothari, S.P., Leone, A.J., & Wasley, C.E. (2005). Performance matched discretionary 
accrual measures. Journal of Accounting and Economics, 39(1), 163–197. 
Krishnan, G. (2003). Does Big 6 auditor industry expertise constrain earnings management? 
Accounting Horizons, 17(Supplement), 1–16. 
Lang, L., & Stulz, R. (1992). Contagion and competitive intra-industry effects of bankruptcy 
announcements: An empirical analysis. Journal of Financial Economics, 32(1),45–60. 
Li, X. (2010). The impacts of product market competition on the quantity and quality of 
voluntary disclosures. Review of Accounting Studies, 15(3), 663–711. 
Marciukaityte, D., & Park, J. (2009). Market competition and earnings management.Working 
paper (Available at SSRN: http://ssrn.com/abstract=1361905). 
Markarian, G., & Santalo, J. (2010). Productmarket competition, information and earnings 
management. IE Business School working paper. 
Meyer, M., & Vickers, J. (1997). Performance comparisons and dynamic incentives. Journal 
of Political Economy, 105(3), 547–581. 
Raith, M. (2003). Competition, risk, and managerial incentives. American Economic Review, 
93(4), 1425–1436. 
Rotemberg, J., & Scharfstein, D. (1990). Shareholder value maximization and product market 
competition. Review of Financial Studies, 3(3), 367–391. 



Kuwait Chapter of Arabian Journal of Business and Management Review 
Vol. 5, No.8, April 2016 
 

73 

 

Roychowdhury, S. (2006). Earnings management through real activities manipulation. 
Journal of Accounting and Economics, 42(3), 335–370. 
Schfarstein, D. (1988). Product-market competition and managerial slack. The RAND 
Journal of Economics, 19(1), 147–155. 
Schmidt, K. (1997). Managerial incentives and product market competition. Review of 
Economic Studies, 64(2), 191–213. 
Soon, K. (2011). Earnings management: Is it good or bad? Working Paper. Management and 
Science University. 
Vickers, J. (1995). Concepts of competition. Oxford Economic Papers, 47(1), 1–23. 
Warfield, T., Wild, J., & Wild, K. (1995). Managerial ownership, accounting choices, and 
informtiveness of earnings. Journal of Accounting and Economics, 20(1), 61–92. 
Zang, A. (2011). Evidence on the trade-off between real activities manipulation and accrual-
based earnings management. The Accounting Review, 87(2), 675–703. 
Zhao, Y., & Chen, K. (2008). Staggered boards and earnings management. The Accounting 
Review, 83(5), 1347–1381. 
Zhao, Y., Chen, K., Zhang, Y., & Davis, M. (2012). Takeover protection and managerial 
myopia: Evidence from real earnings management. Journal of Accounting and Public Policy, 
31(1), 109–135 

 Khajavi, Shokrollah; Bayazidi, Saeed Anwar and Kngrlvyy Jabbarzadeh. 2012). "A 
comparative study of poor quality financial reporting and financial Ghyrdrmandh listed on 
Tehran Stock Exchange" Empirical Research in Accounting, the first year, No. 3, 53-68         

                                                                                                                             
             Rezaei, Gholam Reza. 2012 "The effects of improving the quality of financial data on 

the cost of representation of companies listed in Tehran Stock Exchange" Master's thesis, 
University of Shiraz. 

Mahmoodabadi, Hamid and Gholamreza Rezaei. (2012 ). "The effects of earnings 
management on the quality of financial reporting of listed companies in Tehran Stock 
Exchange", the first regional conference on new approaches to accounting and auditing. 

Bandar Gaz Branch. 
 Prayer, Muhammad Reza Rezaei. (2012 ). "The effect of inflation on earnings quality of 

listed companies in Tehran Stock Exchange." Empirical Research in Accounting, Second 
Year, No. 5, 67, 91. 

Prayer, Muhammad and Shahla Ebrahimi. (2012). "The relationship between the competitive 
structure of the market and return on equity" Empirical Research in Financial Accounting, 

No. 1, 9, 27. 
Prayer, Muhammad. 2003). "The role of qualitative research in the humanities." Journal of 

Geography and Development, No. 1, 87 -63                                                                                
                                                                                                          

 


