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Abstract

While some of the modern performance measures used in accounting rely on cash flow, others try to
take advantage of the information content of net income. However, whether the additional information
content in the accrual components of earnings improves the internal performance measurement is an
open empirical question. Conceptual framework of this paper based on agency costs and political
costs. So that, firm size and information environment are tow important factors in value relevance of
net income and operating cash flow. The main purpose of this study is to investigate interactive effect
of firm size and information environment on value relevance of net income and operating cash flow.
The sample of this study is selected from companies listed in Tehran Stock Exchange (TSE). The
study period is between the years 2008 to 2013. The sample consists of 100 companies. To test the
research hypotheses regression models using pooled data are incorporated. The results show that net
income has more additional and incremental information content than operating cash flow to explain
performance of stock market; but firm size and information environment have no effect on value
relevance of net Income and operating cash flow. According to the results, we find that, there are not
interactive effect of firm size and information environment on value relevance of net income and
operating cash flow.

Keywords: Value Relevance, Information Environment, Firm Size, Net Income, Operating Cash
Flow.
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