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The Analysis of the relationship between strategy and budget ratcheting

Yanai, Kazutoshi
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In this study, | empirically examined the effect of each strategg type
based on Miles and Snow (1978) -"protector,”™ "prospector,” "analyzer," and "reactor" - on budget
budgetary goals ratcheting. In this empirical analysis, | used management forecast earnings as
budgetary goals.
Result of the empirical analysis implied that different strategy types have different effects on
ratcheting of budgetary goals. In particular, 1 found that the selection of defender type and the
selection of prospector type have contrasting effects on ratcheting of budgetary goals.
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