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This project aimed to (1) review extant research on accounting policies and
earnings management (hereafter AP/EM), (2) develop theories on AP/EM, and (3) conduct empirical
researches on AP/EM. We tried to answer the motivation of AP/EM through managers® perspective, even
though most of prior research involved financial accounting perspective.

First, we reviewed extant research regarding AP/EM mainly of Japan and the US, and tried to distinguish
what have been done and what remain unsolved. Second, we theoretically investigated the effects of
earnings management on enterprise value and investment efficiency, based on contract theory. Finally, we
conducted several empirical research on AP/EM and made clear the characteristics of firms which engage
earnings management.

As a result, we showed the practices of AP/EM and the possibility of future research, by merging
theoretical research and empirical analysis.
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