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This study presented detailed descriptive statistics regarding changes in accounting
policies after 2000 in Japan and tests the relationship between changes in accounting
policy and performance, in particular comparing the income-smoothing hypothesis.

This study shows a comparison between firms that disclosed a change in accounting
policy in audit reports and those that did not. Before and after the changes, net income
before taxes of firms disclosing changes are significantly lower than that of firms not
disclosing changes. The change ratio of net income before tax before change of the
firms that make the change are higher than that of firms that did not do so.

And, the test of the income-smoothing hypothesis of this study control management
turnover, size, audit firm, the extent of financial distress and debt ratio. The results of
it are consistent with the income-smoothing hypothesis.
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