Financial and Banking Strategic Studies

www journal-fbs.ir

Fin. Bank. Stra. Stud. Vol. 1, No. 1 (2023) 56-68.

Paper Type: Original Article
The Effect of Financial Leverage and Product Competition on
the Risk of Financial Helplessness: Implications of Capital

Structure in the Presence of Agency Cost

Azadeh Shemshad”

Department of Accounting and Control, Erasmus University, Rotterdam, Netherlands; azadeh.shemshad@gmail.com.

Citation:

Revised: 09/04/2023 Accepted: 01/05/2023

Abstract

The financial helplessness of companies has always been one of the main concerns of lenders, investors and governments,
as a complicated problem worthy of consideration for economic enterprises, in such a way that the timely detection of
companies that are on the verge of financial helplessness can, to some extent, prevent the occurrence of Prevent possible
losses of beneficiaries. Competition in the product market acts as a strategic mechanism and increases the motivation of
managers to reduce production costs and avoid giving up market share to competitors and avoid the risk of bankruptcy.
Competition in the product market affects management's incentives to improve product innovation and productivity,
and promotes performance growth by stimulating innovation and improving productivity. The purpose of this research
is to investigate the effect of financial leverage and product competition on the risk of financial helplessness with the
consequences of capital structure in the presence of agency cost. For this purpose, the information of the companies in
the period of 9 years from 2013 to 2021 was reviewed and 113 companies were selected. In order to test the hypotheses
of the research, multivariate regression method was used based on logistic analysis method using Eviews software. The
results indicate that financial leverage and product competition has an inverted U effect on the risk of financial
helplessness. Financial leverage does not have a significant effect on the relationship between product competition and
the risk of financial helplessness in the presence of agency fees.
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Table 1- Statistical index of research variables.
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Table 2- Frequency table of two-valued research variables.
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Table 3- Test result of the first model.
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Table 4- The result of the second model test.
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Table 5- Hosmer and Lemshow test.
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Table 6- Summary of the results of hypothesis testing.
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