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This research focuses on projects on new product development and

investigated the roles of accounting information system.
I employed a model with a so-called soft budget constraint and analyzed the manager’ s incentive of
investment in a project of new product development. As a result of this analysis, | identified the
equilibrium hurdle rate when the manager’ s performance is evaluated with a residual income measure.

I also showed that information acquisition does not always lead to efficient managerial behaviors,
when the manager has an opportunity to make an additional investment after acquiring more detailed
information. In addition, 1 identified the condition under which a project of new product
development is ratified and implemented and showed that under-investment occurs regardin? a project
of new product development when the reservation utility for experienced managers is small.
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