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Abstract

This research analytically investigated the impact of takeover strategy on the distortion of
reported earnings through accrual and real activities based on earnings management in
target firms. The hypotheses were analyzed through multivariate regression models using
panel data with a fixed effect and via the generalized least squares method. The research
population included 166 firms listed in Tehran Securities Exchange over the period of
2014 to 2018. The results showed that the managers in the target firms faced with a
takeover and inflated earnings through discretionary accruals and real activities. The
research findings indicated that takeover had a significant and positive impact on both
accrual and real earnings management in the target firms. Also, it had a significant and
positive impact on the abnormal products as the criteria of real earnings management;
however, abnormal operating cash flows and abnormal discretionary expenditure as the
proxies of real earnings management were not affected by takeover in the mentioned firms.
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