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A Survey of Earnings Management

HASHIMOTO Kosuke
Nihon University, Graduate School of Social and Cultural Studies

Earnings Management is the accounting discretion which is carried out in a specific range and
performed in order for management to achieve an intentional purpose in generally accepted accounting
principles (GAAP). The current accounting standards allow the underlying foundation to be left to the
discretion of management from among the principles of multi-accounting processes and co-existing
procedures under condition compliance with at least two or more accounting procedure methods, if
their rationality is recognized to be equal and generally accepted as fair and appropriate. At the same
time, this means that the determining of accounting quotations and selecting of accounting procedures,
and recognizing management’s discretion to some extent. Therefore, management will have the means
and accounting discretion to adjust reported profits.

This paper sorts out and classifies the definitions, concepts, and the contents of actions based on
previous case studies in Japan, as well as overseas. In addition, an analysis of the motivations of
actions taken by company management was conducted. Above all, the kinds of motives and Earnings
Management of company management were analyzed. Based on this study of Earnings Management,
on the premise of the existence of alternative accounting procedure selections, the motives of
management are clarified and is significant for accounting systems and accounting standard-setting, as
well as during tax reforms.
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