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Abstract This research aims to investigate the impact of real earnings
smoothing on a company's labor investment efficiency. In order to test the
research hypothesis, financial information of 96 firms listed on the Tehran
stock exchange (2015 — 2022) has been used. The results indicate that
real earnings smoothing on abnormal net hiring has a negative and
significant effect, which demonstrates that real earnings smoothing lowers
deviations of real net hiring away from the expected level. The findings
match the signaling theoretical implications of private information; in other
words, smoothing of real earnings conveys managers' private information
regarding a firm's future earnings. Hence, it reduces the information
asymmetry between firms and external capital suppliers and inefficient
labor investment. Eventually, real earnings smoothing can help companies
achieve high productivity and labor investment efficiency.
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