Novel Explorations in Computational Science and Behavioral Management Number of tables 09

Number of references 74
Vol. 1, Issue 1, 2023, pp. 1-20 Number of figures 0
https://necsbm.shandiz.ac.ir @ P-ISSN: 2981-1694 E-ISSN: 2981-1015

This is an open access article under the
NECSBM - gy ne

RESEARCH ARTICLE

The impact of agency problem on earning predictability
in family firms: The mediating role of earning
management

Alireza Kian

Assistant Professor, Department of Accounting, Payame Noor University, Tehran, Iran

Mohsen Faghih®

Ph.D in Accounting, Accounting department, University of Mazandaran, Babolsar, Iran

Article History

Received: 09 April, 2023
Revised: 14 May, 2023
Accepted: 24 May, 2023

Keywords

earnings management,
agency problem,
earning predictability,
family firm.

Abstract

Earnings quality based on corporate ownership structure is one of the issues that has
received less attention by researchers. However, some ownership structures, such as family
ownership, have different quantitative and qualitative characteristics than other firms. One
of these features is the agency problem, which is the focus of family-related research. On the
other hand, earnings management may also be considered a means of agency problems.
Therefore, this study examines the relationship between agency problem and earnings
predictive power as one of the aspects of earnings quality with emphasis on the mediating
role of earnings management in family firms. Accordingly, 340 observations related to family
firms during 2012 to 2021 were analyzed. The results showed that agency problem had a
positive and negative effect on earnings management and earnings predictability,
respectively. The results also indicate the full mediating effect of earnings management on
the relationship between agency problem and earnings predictability in family firms. In
other words, the agency problem both directly and indirectly through earnings managerial
affects the earning predictability.
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