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Abstract

The main goal of this research is to investigate the relationship between innovation and bankruptcy risk
with the moderator variables of managers' overconfidence and ability. The data of the investigated was
collected from Codal website and Novin data-processing software, and Excel and Eviews software
during the years 2011 to 2023 were used for data preparation and analysis using the generalized least
square regression model, respectively. Research findings show that innovation reduces the probability
of bankruptcy. In addition, the existence of the adjustment variable of managers' overconfidence has a
negative effect and the adjustment variable of managers' ability has a positive effect on this relationship
and It weakens and strengthens this relationship (increasing and further decreasing the probability of
bankruptcy), respectively. Also, the simultaneous presence of two adjusting variables strengthens this
relationship. According to the findings of the research that the cost of innovation (research and
development) will improve the condition of companies and managers' overconfidence usually
endangers the company's situation and managers ability increases the value of the company and reduces
bankruptcy. Therefore, it can be said that in Tehran stock companies, the probability of bankruptcy is
a function of the cost of research and development, managers overconfidence and the managers ability
both separately and together.

Keywods: Bankruptcy, Innovation, Research and Development, Managers ability, Managers
overconfidence.
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