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The main result of this research is to investigates the influence on
management®s decision making under different accounting systems. Especially, | investigated how the
degree of book-tax conformity affects managers® compensation contracts and earnings management
activity by using theorical approach. There are several empirical studies about the effects of
book-tax conformity on the usefulness of accounting earnings, but the existing literature on the
impact of book-tax conformity on earnings management presents ambiguous results. Further, there are
few studies that have examined the relationship between the degree of book-tax conformity and
managers’ compensation contracts. This study focuses on this research gap. The main findings of the

study are as follows: book-tax conformity prevents managers from en?aging in earnings management
activity as well as some production activities; and the expected utility of the principal decreases
with the degree of book-tax conformity.
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