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Dependent Variable: BANKRUPTCY
Method: Panel Generalized Method of Moments
Transformation: First Differences
Sample (adjusted): 1393 1398
Periods included: 6
Cross-sections included: 126
Total panel (balanced) observations: 756
White period instrument weighting matrix
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Abstract

This research was conducted with the aim of investigating the non-linear effect of profit management and
business strategy on the company's bankruptcy risk using the generalized method of moments (GMM). This
research is considered as an applied research from the objective aspect, and from the aspect of inference, it is
placed in the descriptive-correlation research group. In order to collect information, 143 companies were
selected as a statistical sample from the Tehran Stock Exchange in the period of 2013 to 2022. Hypotheses
testing was done using regression model of combined data which is a combination of cross-sectional and time
series data as well as generalized moments (GMM) in EViews10 software. The results obtained at the 95%
confidence level showed that profit management does not have a significant non-linear effect on the company's
bankruptcy risk. Also, the business strategy has a significant non-linear (inverted U shape) effect on the
company's bankruptcy risk. Therefore, it can be said that the implementation of the business strategy in the
company will first increase the risk of bankruptcy and from one level to the next, it will lead to the reduction
of the risk of bankruptcy.

Keywords: Business Strategy, Bankruptcy Risk, Generalized Method of Moments (GMM), Earnings
Management.
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