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Abstract

Separation of management from ownership is the most important feature of public listed
companies The role of independent audit mechanisms on the performance of managers in
the direction of good corporate governance is evident. The amount of profit is also
influential in the decision making of users of financial statements and therefore makes a
possible activity of earnings management by managers. The relationship between earnings
management and audit quality is also theoretically significant. The present study investigates
the simultaneous interactions between ownership structure, audit quality and earrings
management. In this regard, three types of ownership have been examined, which are;
individual, managerial and institutional ownership. The relationships of these three
endogenous variables have been studied by using three separate three-equation systems and
and applying econometric methods of two- and three-stage least squares in 167 companies
during the years 2013-2019. The results show that with increasing the percentage of all three
types of ownership, the activity of earrings management decreases and also the occurrence
of earnings management leads to a decrease in each of the three types of ownership. In
addition, the quality of auditing and ownership structures has a significant positive effect on
each other, mutually and simultaneously. Finally, earnings management and audit quality
have a simultaneous negative interaction with each other and increasing each lead to reducing
the other variable.
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