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Abstract

According to the conflict of interest theory, related-party transactions typically occur when a
company’s assets are withdrawn in the interest of related parties, and to hide this, managers
engage in earnings management. Accordingly, the present study aims at investigating the link
between related-party transactions and earnings management in the firms listed on the Tehran
Stock Exchange. In addition, it seeks to answer whether political connections moderate this
association. To this end, the present study adopts related-party transactions as the independent
variable, political connections as the moderating variable, and discretionary accruals as the
dependent variable. The statistical population of the research consists of 86 firms listed on the
Tehran Stock Exchange during the years 2015-2019. The research hypotheses were tested using
a multivariate regression model based on panel data. The findings reveal that related-party
transactions are significantly correlated with earnings management. Also, the membership of
political figures on the firms’ boards intensifies the relationship between related-party
transactions and earnings management.
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Ownership, Membership of Political Figures On Boards.
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