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Abstract

In conditions of economic uncertainty and due to low earnings, Managers are more
motivated to manage earnings. This study aims to investigate the relationship between
economic uncertainty and earnings management and evaluates the effect of audit quality on
this relationship in the listed companies in Tehran stock exchange. For this purpose, a
sample of 133 companies selected by Systematic Removal during the periods of 2008-
2018. In order to test the hypotheses, a multiple linear regression model is used. For
measuring the audit quality, audit firm size, audit firm tenure and auditor's report type have
been chosen. Moreover, to estimate earnings management variable, Dechow (1995), model
is used. In order to measure the economic uncertainty, exchange market pressure index is
incorporated. Results indicate that in conditions of economic uncertainty, the use of big
audit firms and increase of the tenure reduce earnings management. In addition, the
modified auditors’ report has strengthened the direct effect of the economic uncertainty on
corporate earnings management.
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