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The Ratchet Effect of Management Earnings Forecasts and its Impact on Earnings
Management

YANAI, Kazutoshi
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I first investigate whether the management earning forecast is a benchmark

on the CEO"s annual bonuses.l find a negative significant effect on CEO"s annual bonuses when the
firm misses the management earning forecast.Next | investigate whether the management earning
forecast ratchets.As a result,l find that the management earning forecast ratchets.

Based on the ratchet effect of the management earning forecast,l hypothesize that firms make
income-decreasing earnings management when positive earnings innovations are expected to transitory.
I find that firms with transitory earnings make income-decreasing earnings management to offset
transitory earnings surprises to avoid increasing the next period"s management earnings forecasts.

In addition,l find the level of the next period"s management earnings forecasts of the firms with
transitory earnings, making income-decreasing earnings management are easy to achieve.



Leone and Rock(2002)

)

2011

(

Leone and Rock(2002)

(2010,
10 )

Leone and Rock(2002)
( )

Indjejikian et al.(2014)
Mahlendorf et al.(2014)
( )



Matsunaga and Park(2001)

(2014)
t
t
(t )
1 0
t
(t 1 )t
t
t
MEET
FAIL
MEET t
1 t 1
FAIL t 1
t 1
Leone and Rock(2002) (€H)

(MFE,,, - MFE,)

a, PMFE,  fBFAIL, B, (E —MFE)
B,FAIL, (E, - MFE,) B, LnAs
Bs GDP. & @

GDP t

@
MFE,

JONES

(t

MFE, t

t

FALL E MFE
0

GDP

MEET

( NTR
DA
DA

2

X

Kasznik(1999) CFO

Leone and Rock



(2002)

Indjejikian etal.(2014)
Mahlendorf et al.(2014)

( )
(1)2000 3
(
) ()3
12 (3 NEEDS
DVD-ROM (C))
NEEDS Financial QUEST
(
)
3@
B, 0.802
B, -0.264 1%
p. B, 058 0 j B,
i}

TR

NTR

DA -0.016 | 0.014 -0.03""
1 DA t
R NTR
DA 0 76.9% | 29.8% 47.1%""
2 pa<0 x’
TR NTR
DA -0.025 | -0.019 -0.08""
3 DA t
TR NTR DA
1 3
13 T '
5%
TR DA
NTR DA
t 1%
XZ
1% TR
NTR DA
t t 1
t
t 1 t
t
t 1
t 1



Indjejikian et al.
(2014) Mahlendorf et al.(2014)

Kasznik,R.1999.0n the association
between voluntary disclosure and
earnings management.Journal of

Accounting Research 37(1):57-81

Leone,A., and S.Rock.2002.Empirical
tests of budget ratcheting and its effect
on managers’ discretionary accrual
choices. Journal of Accounting and
Economics 33(1):43-67.

Mahlendorf, M. , M. Maté jka, and U.
Schaffer. 2014. Target ratcheting,
incentives, and achievability of earnings
targets.Working Paper.

Matsunaga,S.,and C.Park.2001.The
effect of missing a quarterly earnings
benchmark on the CEO"s annual bonus. The
Accounting Review 76(3):313-332.

2014.
209(4):61-74.

.2010.

Aoyama Institute for Global Business
Working Paper Series 2017-1 2017
pp-1-24.

Aoyama Institute for Global Business
Working Paper Series 2017-2
2017 pp.1-11.

446 2016 pp.279-32.
4

Nobumasa Shimizu,Kazutoshi Yanai,
Kohei Arai,Akiko Tamura.

“ The Imapacts of Organizational
Dysfunction on Budgeting, Managers
Forecast and Earnings Management”
9th Conference on Performance
Measurement and Management Control,
European Institute for Advanced
Studies in Management,Nice(France),
2017,0n 13 15 September.




2016

o

@

®

2016

2016 9 1
).
(KPI)
2016
9 1 (
2015
2015 8 29 (

(YANAI ,Kazutoshi)

10350414



