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The purpose of this study was to quantitatively measure managerial ability
in Japanese firms and to examine its determinants and economic consequences. | found that managerial
ability in Japanese firms, at least in terms of efficiency, can be measured by managerial ability
scores obtained from data envelopment analysis and regression analysis, and that measured managerial
ability is related to managers’ forecasting ability, such as the accuracy of earnings forecasts
and the predictive ability of dividend policy for future earnings. Moreover, | focus on Japanese
corporate governance reforms that aim to improve the efficiency of corporate management and decision
making, and show that such institutional reforms can produce unintended consequences that are

incompatible with the original objectives.
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