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Towards accounting regulations to eradicate fraudulent accounting
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The purpose of this research is to make several suggestions to accounting
regulations in order to eradicate fraudulent accounting. So far, the accounting regulations
basically have tightened accounting rules to realize this goal. Even recently, however, there were
several cases of financial window-dressing. In this research, we focus on managers’ mental state
and examine why they bias accounting numbers.

The conclusions are as follows: (i) Managers boost earnings for their own gains, (ii) There needs
to be at least one player in a window-dressing case who gives credits to biased accounting numbers,
and (iii) To eradicate fraudulent accounting, accounting regulations need to prevent them to be in

collusion.
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