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Abstract

Competitiveness in the financial markets puts many companies at risk of bankruptcy and eliminates
competition. This can cause concern for investors. Bankruptcy risk is mentioned as an important fact
in the life cycle of modern business units that can lead to heavy economic and social costs to
shareholders, creditors, managers, employees and the economy as a whole. The key here is to identify
the factors that can be used to predict the risk of bankruptcy in the near future. Based on the above,
the main purpose of this study is to investigate the relationship between earnings management and
business strategy with bankruptcy risk in companies listed on the Tehran Stock Exchange. In order to
achieve the above objectives, two hypotheses were formulated. Therefore, in order to test the research
hypothesis, a sample of 135 firms was selected from the firms listed in Tehran Stock Exchange during
the period 2014 to 2019. Multivariate regression model based on combined data was used to test the
research hypothesis. The results of this study show that earnings management has a positive and
significant effect on bankruptcy risk, which means that with increasing earnings management,
bankruptcy risk will increase; while business strategy has a significant negative impact on bankruptcy
risk, it means that with increasing business strategy, bankruptcy risk decreases.
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