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Abstract

Introduction: Accounting information in decision utility has been tested as a concept of game
theory that emphasizes that the effort to maximize returns strengthens the possibility of implementing
positive earnings management. Also, under the influence of signaling theory, dividends and sales
growth are used as high-congruence indicators of business growth to examine the positive impact of
high-quality financial reporting on future performance [1]. Sales growth is reinforced as a “positive
signal” in predicting future certainty and dividends as a signal for earnings quality in order to be
optimistic in achieving expected future returns, which has the same characteristics as tax management
in resolving severe internal conflicts [2],[3]. In fact, these empirical conditions suggest the existence of
game theory as a rational model for maximizing utility [4]. Therefore, this study tests the role of the
quality of real profit manipulation and tax management on future performance, which is related to
business sustainability.

Methods: This research is descriptive correlational in nature and content. EVIEWS software was
used to analyze the data. statistical population of the research included all companies listed in the
Iranian capital market over a 10-year period during the period 2013-2022. After screening the
statistical population and considering the following criteria, 164 companies were selected as the
statistical population: 1. The company was listed on the stock exchange before 2013 and was active on
the stock exchange until the end of 2014; 2. The company's fiscal year ended on March 11 and there
was no change in the fiscal year during the research period; 3. The company's main activity is not
investment, banking, leasing, or financial institution. The dependent variable is future returns. Returns
include the difference in price at the beginning and end of the period, cash dividends per share, and
benefits from capital increases in the form of share purchases or dividends. The dependent variable is
the quality of earnings management activity, which is measured by four indicators: Abnormal Cash
Flow Operational, Discretionary Expenses, Abnormal Production Expenses and Abnormal Component.
The effective tax rate is used as an indicator to measure tax management, which is calculated as the
ratio of declared tax expense to net income before tax. Since there is an inverse relationship between
tax management and effective tax rate; that is, a high effective tax rate indicates lower tax
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management; Therefore, to neutralize this effect when estimating research models, the effective tax
rate must be multiplied by (-1). Dividends are also calculated by dividing cash dividends by net
income. Sales growth is the growth in sales of company i in year t compared to year t-1, in other
words, current year sales minus previous year sales divided by previous year sales.

Findings: The role of earnings management activity as a measure of optimism about future
returns in a rational decision model was examined. The index used to measure earnings quality under
the influence of real earnings management manipulation was examined as a measure of optimism and
confidence in future returns. Also, under the influence of game theory, since earnings quality shows
belief and confidence in the sustainability of the business; the effect of sales growth and dividends as a
signal for earnings quality was examined for optimism in achieving future returns. The results showed
that the quality of earnings resulting from manipulation has a positive effect on investors' perceptions
and is effective in predicting confidence in future returns. Also, proper tax management increases
future returns when compliance with accounting standards is at a high level. In addition, dividends and
sales growth as high-conformity indicators of business growth as moderating variables strengthen the
positive effect of the quality of earnings management activity and tax management on future returns.
Sales growth and dividend payout were examined as a signal for earnings quality in order to be
optimistic about achieving future returns. Influenced by signaling theory and game theory, the
behavior of managers and investors is effective on each other. The recognition of conflict between
groups acting in a prudent manner expands the scope of the situation that is in the spotlight in game
theory. That is, the quality of earnings resulting from manipulation, when it complies with accounting
standards, has a positive effect on investors' perceptions. Manipulation activities and tax management
are critical measurable factors in predicting the certainty of future returns. The results also showed
that the role of sound tax management changes from negative to positive when compliance with
accounting standards is high. Prudent accounting behavior reflects high consistency in the
dissemination of high earnings quality. Second, dividends are used as the most effective signaling
indicator that affects earnings quality. Also, tax management and dividend payout have a reciprocal
relationship aimed at resolving the intensity of internal conflict. Management is concerned with
dividend distribution in order to obtain a low cost of capital as an absolute comparative advantage.
High sales growth is also an indication of continuity of activity, which is considered to increase
compliance with accounting standards. A company with a clear and stable outlook has the highest
compliance with accounting standards and has the lowest agency costs and tax evasion.

Conclusion: The results showed that what is important is not the method of reporting earnings per
share, but rather the way it is manipulated and the aspect of signaling to investors. In positive
accounting, what is important is not the method of reporting earnings per share, but rather the way it is
manipulated and the aspect of signaling to investors, along with tax policies, profit sharing methods,
and the company's sales growth to inform shareholders about the company's future performance.
In this case, a comprehensive picture of the mutual relations between investors and management
is presented in game theory, in which the probability of each party's decision in a two-way
communication is estimated about positive beliefs in the future. This research provides new insights
into the simulation of a rational decision model with the aim of gaining a better understanding of the
performance of positive earnings management.

Keywords: Earnings management activity, future returns, Tax management, dividends, sales
growth, rational decision making.
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