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Prior research indicates that greater transparency in reporting formats facilitates the detection

of earnings management. The current study hypothesizes and demonstrates that greater

transparency in comprehensive income reporting also reduces the likelihood that managers will

engage in earnings management in the area of increased transparency. In our experiment, 62

financial executives and chief executive officers decide which available‐for‐sale security to sell

from a portfolio. We manipulate the transparency of comprehensive income reporting and the

relationship of projected earnings to the consensus forecast in a 2×2 between‐subjects design.

When projected earnings are below (above) the consensus forecast, participants sell securities

that increase (decrease) earnings. However, the rarely used, more transparent format for

reporting comprehensive income significantly reduces both income‐increasing and income‐

decreasing earnings management. Participants in the less transparent setting indicate that

earnings management attempts will not be obvious to readers, will improve stock prices, and

have no effect on management's reputation for reporting integrity. Conversely, respondents in

the more transparent condition suggest that earnings management will be obvious to readers,

harmful to stock prices, and damaging to reporting reputation. Results of this study suggest

that more transparent reporting requirements will reduce earnings management in the area of

increased transparency or change the focus of earnings management to less visible methods.

This content is only available via PDF.

American Accounting Association

You do not currently have access to this content.

Sign in

Don't already have an account? Register

Member Login

Log in

James E. Hunton ; Robert Libby ; Cheri L. Mazza

Views   Share   Tools   Cite  

http://aaajournals.org/doi/full/10.2308/accr-10435
javascript:;
https://doi.org/10.2308/accr.2006.81.1.135
https://my.aaahq.org/Security/Sign-In?returnurl=https%3A%2F%2Fpublications.aaahq.org%2FExternalLoginResponse.ashx%3FelpId%3D3&RelayState=https%3a%2f%2fpublications.aaahq.org%2f
https://publications.aaahq.org/ExternalLoginProvider/ExternalLoginRequest?elpId=3
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;


Print ISSN: 0001-4826 Online ISSN: 1558-7967

Skip to Main Content

View Metrics

Citing Articles Via

Web Of Science (89)

Google Scholar

CrossRef (118)

 Email Alerts

Article Activity Alert

Publish Ahead of Print Alert

New Issue Alert

Pay-Per-View Access
$25.00 

AAA Members: Please log in for free access to content. Note, Teaching Notes are a full 
member benefit and are not available to student members.

 Buy This Article

https://www.altmetric.com/details.php?domain=publications.aaahq.org&citation_id=22344785
javascript:;
https://www.webofscience.com/api/gateway?GWVersion=2&SrcApp=PARTNER_APP&SrcAuth=Silverchair&KeyUT=WOS:000235173700006&DestLinkType=CitingArticles&DestApp=WOS_CPL&UsrCustomerID=61f30d8ae69c46f86624c5f98a3bc13a
http://scholar.google.com/scholar?q=link:https%3A%2F%2Fpublications.aaahq.org%2Faccounting-review%2Farticle%2F81%2F1%2F135%2F2853
https://publications.aaahq.org/accounting-review/crossref-citedby/2853
javascript:;
javascript:;
javascript:;
https://publications.aaahq.org/store/add/2853/3


Information for Authors

Authorship Policy

Plagiarism Policy

Data Integrity Policy

Citing Corrected Articles Policy

Minimizing Overlapping Decision Rights Policy

Prior Publication Policy

  

Cookie Policy  Accessibility  Terms & Conditions  Get Adobe Acrobat Reader

© Copyright 1998 - 2023 American Accounting Association. All rights reserved.

https://aaahq.org/Research/Information-For-Scholars
https://publications.aaahq.org/DocumentLibrary/AAA/Authorship.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Citing.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Data-Integrity.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Decision-Rights.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Plagiarism-Policy.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Prior-Publication.pdf
https://twitter.com/aaahq?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://www.linkedin.com/company/american-accounting-association
https://www.facebook.com/aaahq.org/

