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Abstract

This article examines managerial compensation in an environment where managers may take a hidden
action that affects the actual earnings of the firm. When realized, these earnings constitute hidden
information that is privately observed by the manager, who may expend resources to generate an
inflated earnings report. We characterize the optimal managerial compensation contract in this setting,
and demonstrate that contracts contingent on reported earnings cannot provide managers with the
incentive both to maximize profits and to report those profits honestly. As a result, some degree of
earnings management must be tolerated as a necessary part of an efficient agreement.

References

|

Alexander, C.R. anp Cohen, M. Why Do Corporations Become Criminals? Ownership, Hidden Actions, and Crime
as an Agency Cost. Journal of Corporate Finance, Vol. 5 (1999), pp. 1-34.

Web of Science® [©4 Google Scholar @

AssociaTeD Press . “ Settlement over Bonuses Paid before Merger Failed.” August 15, 2004.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/journal/17562171
https://onlinelibrary.wiley.com/toc/17562171/2007/38/3
https://doi.org/10.1111/j.0741-6261.2007.00107.x
https://onlinelibrary.wiley.com/authored-by/Crocker/Keith+J.
https://onlinelibrary.wiley.com/authored-by/Slemrod/Joel
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000075601600001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1016%2FS0929-1199%2898%2900015-7&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D5%26publication_year%3D1999%26pages%3D1-34%26journal%3DJournal%2Bof%2BCorporate%2BFinance%26author%3DC.R.%2BAlexander%26author%3DM.%2BCohen%26title%3DWhy%2BDo%2BCorporations%2BBecome%2BCriminals%253F%2BOwnership%252C%2BHidden%2BActions%252C%2Band%2BCrime%2Bas%2Ban%2BAgency%2BCost&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1016%2FS0929-1199%2898%2900015-7&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250A%2B%250A%2BAssociated%2BPress%250A%2B.%2B%25E2%2580%259C%2BSettlement%2Bover%2BBonuses%2BPaid%2Bbefore%2BMerger%2BFailed.%25E2%2580%259D%250A%2509%2509%2509%2509%2509August%2B15%252C%2B2004.%250A&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2005%26pages%3DC-2%26journal%3DNew%2BYork%2BTimes%26author%3DI.%2BAusten%26title%3DNortel%2BSues%2B3%2BEx%25E2%2580%2590Officers%2Bover%2BBig%2BBonuses&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2004%26journal%3DNational%2BPost%26author%3DJ.%2BBagnall%26title%3DOwens%2BVows%2Bto%2BClean%2BUp%2BNortel%2527s%2BBooks%253A%2B%25E2%2580%2598I%2BDidn%2527t%2BSeek%2BThis%2BJob%252C%2Bbut%2BI%2BLove%2BIt.%25E2%2580%2599&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Google Scholar &

Beck, R. Battle Intensifies over Executive Bonuses.” Associated Press, September 10, 2004.

Google Scholar (4

Boyle, M. They Didn't Earn It—They Should Return It. Fortune, May 15, 2006.

PubMed (4 Web of Science® [ Google Scholar (4

Byrne, J.A. How to Fix Corporate Governance. Business Week, May 6, 2002, pp. 68-81.

Google Scholar 4

Cheng, Q. ano Warfield, T. Equity Incentives and Earnings Management. Accounting Review, Vol. 80 (2005), pp.
441-476.

Web of Science® 4 Google Scholar ¥4

Crocker, K.J. anD Morgan, J. Is Honesty the Best Policy? Curtailing Insurance Fraud through Optimal Incentive
Contracts. Journal of Political Economy, Vol. 106 (1998), pp. 355-375.

Web of Science® 4 Google Scholar ¥

Crocker, K.J. anp Slemrod, J. Corporate Tax Evasion with Agency Costs. Journal of Public Economics, Vol. 89 (2005),
pp. 1593-1610.

Web of Science® 4 Google Scholar 4

Danner, P. Execs Agree to Pay FPL Group. Miami Herald, August 14, 2004,

Google Scholar (4

NarhAwr D ClAaan D anin Quaiaanav A Caticac anAd CAancaniianrac nf Earninac Maniniilatinn: An Anahicic nf

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2004%26journal%3DNational%2BPost%26author%3DJ.%2BBagnall%26title%3DOwens%2BVows%2Bto%2BClean%2BUp%2BNortel%2527s%2BBooks%253A%2B%25E2%2580%2598I%2BDidn%2527t%2BSeek%2BThis%2BJob%252C%2Bbut%2BI%2BLove%2BIt.%25E2%2580%2599&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ABeck%252C%2BR.%2B%250A%2BBattle%2BIntensifies%2Bover%2BExecutive%2BBonuses.%25E2%2580%259D%250A%2509%2509%2509%2509%2509Associated%2BPress%252C%2BSeptember%2B10%252C%2B2004.%250A&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=8&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=16967758&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=e_1_2_8_7_1%3APMID&linkType=PMID&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000240111100032&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=e_1_2_8_7_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2006%26journal%3DFortune%26author%3DM.%2BBoyle%26title%3DThey%2BDidn%2527t%2BEarn%2BIt%25E2%2580%2594They%2BShould%2BReturn%2BIt&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2002%26pages%3D68-81%26journal%3DBusiness%2BWeek%26author%3DJ.A.%2BByrne%26title%3DHow%2Bto%2BFix%2BCorporate%2BGovernance&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3A000228788200004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2308%2Faccr.2005.80.2.441&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D80%26publication_year%3D2005%26pages%3D441-476%26journal%3DAccounting%2BReview%26author%3DQ.%2BCheng%26author%3DT.%2BWarfield%26title%3DEquity%2BIncentives%2Band%2BEarnings%2BManagement&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2308%2Faccr.2005.80.2.441&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000072897900004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1086%2F250012&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D106%26publication_year%3D1998%26pages%3D355-375%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DK.J.%2BCrocker%26author%3DJ.%2BMorgan%26title%3DIs%2BHonesty%2Bthe%2BBest%2BPolicy%253F%2BCurtailing%2BInsurance%2BFraud%2Bthrough%2BOptimal%2BIncentive%2BContracts&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1086%2F250012&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000231301700001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1016%2Fj.jpubeco.2004.08.003&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D89%26publication_year%3D2005%26pages%3D1593-1610%26journal%3DJournal%2Bof%2BPublic%2BEconomics%26author%3DK.J.%2BCrocker%26author%3DJ.%2BSlemrod%26title%3DCorporate%2BTax%2BEvasion%2Bwith%2BAgency%2BCosts&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1016%2Fj.jpubeco.2004.08.003&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2004%26journal%3DMiami%2BHerald%26author%3DP.%2BDanner%26title%3DExecs%2BAgree%2Bto%2BPay%2BFPL%2BGroup&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D13%26publication_year%3D1996%26pages%3D1-36%26journal%3DContemporary%2BAccounting%2BResearch%26author%3DP.%2BDechow%26author%3DR.%2BSloan%26author%3DA.%2BSweeney%26title%3DCauses%2Band%2BConsequences%2Bof%2BEarnings%2BManipulation%253A%2BAn%2BAnalysis%2Bof%2BFirms%2BSubject%2Bto%2BEnforcement%2BActions%2Bby%2Bthe%2BSEC&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1111%2Fj.1911-3846.1996.tb00489.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3AA1988R608600002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2307%2F2491102&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D26%26publication_year%3D1988%26pages%3D195-235%26journal%3DJournal%2Bof%2BAccounting%2BResearch%26author%3DR.A.%2BDye%26title%3DEarnings%2BManagement%2Bin%2Ban%2BOverlapping%2BGenerations%2BModel&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2307%2F2491102&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Erickson, M., Hanlon, M., anp Maydew, E. Is There a Link between Executive Compensation and Accounting
Fraud? Journal of Accounting Research, Vol. 44 (2006), pp. 113-144.

Web of Science® 2 Google Scholar &

Fudenberg, D. anp Tirole, J. Game Theory. Cambridge , Mass .: MIT Press, 1991.

Web of Science® Z Google Scholar &

Gao, P. anp Shrieves, R. Earnings Management and Executive Compensation: A Case of Overdose of Option and
Underdose of Salary?” Working Paper, Northwestern University and University of Tennessee at Knoxuville, 2002.

Google Scholar 4

Gresik, T. anp Nelson, D. Incentive Compatible Regulation of a Foreign-Owned Subsidiary. Journal of
International Economics, Vol. 36 (1994), pp. 309-331.

Web of Science® [Z = Google Scholar &

Guesnerie, R. anp Laffont, J.J. A Complete Solution to a Class of Principal-Agent Problems with an Application to
the Control of a Self-Managed Firm. Journal of Public Economics, Vol. 25 (1984), pp. 329-369.

Web of Science® [Z = Google Scholar &

Hanlon, M., Mills, L., anp Slemrod, J. An Empirical Examination of Corporate Tax Noncompliance.” In A.
Auerbach, J.R. Hines., and J. Slemrod, eds., Taxing Corporate Income in the 21st Century. Cambridge , UK :
Cambridge University Press, 2007.

Web of Science® & Google Scholar &

Holmstrom, B. Moral Hazard and Observability. Bell Jjournal of Economics, Vol. 10 (1979), pp. 74-91.

Web of Science® &  Google Scholar &

lawaiitt | hctifsinea +hA Civetr NvAdAr AnnvrAaas Ih +A Drincinal Acant DeAlhlAarae CranAanmntvica \IAl E£ (1000 i 1177

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000235360100005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1111%2Fj.1475-679X.2006.00194.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D44%26publication_year%3D2006%26pages%3D113-144%26journal%3DJournal%2Bof%2BAccounting%2BResearch%26author%3DM.%2BErickson%26author%3DM.%2BHanlon%26author%3DE.%2BMaydew%26title%3DIs%2BThere%2Ba%2BLink%2Bbetween%2BExecutive%2BCompensation%2Band%2BAccounting%2BFraud%253F&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1111%2Fj.1475-679X.2006.00194.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=A1986F829200006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1093%2Foxfordjournals.oep.a041751&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1991%26author%3DD.%2BFudenberg%26author%3DJ.%2BTirole%26title%3DGame%2BTheory&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1093%2Foxfordjournals.oep.a041751&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AGao%252C%2BP.%2B%250A%2Band%250A%2B%250AShrieves%252C%2BR.%2B%250A%2BEarnings%2BManagement%2Band%2BExecutive%2BCompensation%253A%2BA%2BCase%2Bof%2BOverdose%2Bof%2BOption%2Band%2BUnderdose%2Bof%2BSalary%253F%25E2%2580%259D%250A%2509%2509%2509%2509%2509Working%2BPaper%252C%2BNorthwestern%2BUniversity%2Band%2BUniversity%2Bof%2BTennessee%2Bat%2BKnoxville%252C%2B2002.%250A&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=A1994NT15900007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1016%2F0022-1996%2894%2990006-X&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D36%26publication_year%3D1994%26pages%3D309-331%26journal%3DJournal%2Bof%2BInternational%2BEconomics%26author%3DT.%2BGresik%26author%3DD.%2BNelson%26title%3DIncentive%2BCompatible%2BRegulation%2Bof%2Ba%2BForeign%25E2%2580%2590Owned%2BSubsidiary&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1016%2F0022-1996%2894%2990006-X&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=A1984AAJ1200005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1016%2F0047-2727%2884%2990060-4&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D25%26publication_year%3D1984%26pages%3D329-369%26journal%3DJournal%2Bof%2BPublic%2BEconomics%26author%3DR.%2BGuesnerie%26author%3DJ.J.%2BLaffont%26title%3DA%2BComplete%2BSolution%2Bto%2Ba%2BClass%2Bof%2BPrincipal%25E2%2580%2590Agent%2BProblems%2Bwith%2Ban%2BApplication%2Bto%2Bthe%2BControl%2Bof%2Ba%2BSelf%25E2%2580%2590Managed%2BFirm&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1016%2F0047-2727%2884%2990060-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000302405100005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1017%2FCBO9780511510823.014&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2007%26author%3DM.%2BHanlon%26author%3DL.%2BMills%26author%3DJ.%2BSlemrod%26title%3DTaxing%2BCorporate%2BIncome%2Bin%2Bthe%2B21st%2BCentury&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1017%2FCBO9780511510823.014&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3AA1979GW94400005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2307%2F3003320&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D10%26publication_year%3D1979%26pages%3D74-91%26journal%3DBell%2BJournal%2Bof%2BEconomics%26author%3DB.%2BHolmstrom%26title%3DMoral%2BHazard%2Band%2BObservability&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2307%2F3003320&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=A1988Q609200008&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2307%2F1911363&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D56%26publication_year%3D1988%26pages%3D1177-1190%26journal%3DEconometrica%26author%3DI.%2BJewitt%26title%3DJustifying%2Bthe%2BFirst%25E2%2580%2590Order%2BApproach%2Bto%2BPrincipal%25E2%2580%2590Agent%2BProblems&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2307%2F1911363&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AJohnson%252C%2BS.%252C%2B%250ARyan%252C%2BH.%252C%2B%250A%2Band%250A%2B%250ATian%252C%2BY.%2B%250A%2BExecutive%2BCompensation%2Band%2BCorporate%2BFraud.%25E2%2580%259D%250A%2509%2509%2509%2509%2509Working%2BPaper%252C%2BLouisiana%2BState%2BUniversity%252C%2B2003.%250A&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Ke, B. Why Do CEOs of Publicly Traded Firms Prefer Reporting Small Increases in Earnings and Long Duration of
Consecutive Earnings Increases?” Working Paper, Pennsylvania State University, 2001.

Google Scholar &

Lacker, J.M. anp Weinberg, J.A. Optimal Contracts under Costly State Falsification. Journal of Political Economy,
Vol. 97 (1989), pp. 1345-1363.

Web of Science® &2 Google Scholar &

Laffont, J.J. The Economics of Uncertainty and Information. Cambridge , Mass. : MIT Press, 1989.

Google Scholar 4

Mezzetti, C. Mechanism Design with Interdependent Valuations: Efficiency. Econometrica, Vol. 72 (2004), pp.
1617-1626.

Web of Science® [Z = Google Scholar &

Mirrlees, J.A. The Theory of Moral Hazard and Unobservable Behavior—Part I.” Mimeo, Nuffield College, Oxford
, 1975.

Google Scholar @

Mussa, M. anp Rosen, S. Monopoly and Product Quality. Journal of Economic Theory, Vol. 18 (1978), pp. 301-317.

Web of Science® Z Google Scholar

Myerson, R.B. Incentive Compatibility and the Bargaining Problem. Econometrica, Vol. 47 (1979), pp. 61-73.

Web of Science® 2 Google Scholar &

Myerson, R.B.. Optimal Coordination Mechanisms in Generalized Principal-Agent Problems. Journal of
Mathematical Economics, Vol. 10 (1982), pp. 67-81.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AKe%252C%2BB.%2B%250A%2BWhy%2BDo%2BCEOs%2Bof%2BPublicly%2BTraded%2BFirms%2BPrefer%2BReporting%2BSmall%2BIncreases%2Bin%2BEarnings%2Band%2BLong%2BDuration%2Bof%2BConsecutive%2BEarnings%2BIncreases%253F%25E2%2580%259D%250A%2509%2509%2509%2509%2509Working%2BPaper%252C%2BPennsylvania%2BState%2BUniversity%252C%2B2001.%250A&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3AA1989CE07800005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1086%2F261657&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D97%26publication_year%3D1989%26pages%3D1345-1363%26journal%3DJournal%2Bof%2BPolitical%2BEconomy%26author%3DJ.M.%2BLacker%26author%3DJ.A.%2BWeinberg%26title%3DOptimal%2BContracts%2Bunder%2BCostly%2BState%2BFalsification&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1086%2F261657&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1989%26author%3DJ.J.%2BLaffont%26title%3DThe%2BEconomics%2Bof%2BUncertainty%2Band%2BInformation&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=000223147400010&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1111%2Fj.1468-0262.2004.00546.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D72%26publication_year%3D2004%26pages%3D1617-1626%26journal%3DEconometrica%26author%3DC.%2BMezzetti%26title%3DMechanism%2BDesign%2Bwith%2BInterdependent%2BValuations%253A%2BEfficiency&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1111%2Fj.1468-0262.2004.00546.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AMirrlees%252C%2BJ.A.%2B%250A%2BThe%2BTheory%2Bof%2BMoral%2BHazard%2Band%2BUnobservable%2BBehavior%25E2%2580%2594Part%2BI.%25E2%2580%259D%250A%2509%2509%2509%2509%2509Mimeo%252C%2B%250A%2BNuffield%2BCollege%252C%2BOxford%250A%2B%252C%2B1975.%250A&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3AA1978GB06000006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1016%2F0022-0531%2878%2990085-6&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D18%26publication_year%3D1978%26pages%3D301-317%26journal%3DJournal%2Bof%2BEconomic%2BTheory%26author%3DM.%2BMussa%26author%3DS.%2BRosen%26title%3DMonopoly%2Band%2BProduct%2BQuality&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1016%2F0022-0531%2878%2990085-6&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3AA1979GH66400004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2307%2F1912346&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D47%26publication_year%3D1979%26pages%3D61-73%26journal%3DEconometrica%26author%3DR.B.%2BMyerson%26title%3DIncentive%2BCompatibility%2Band%2Bthe%2BBargaining%2BProblem&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2307%2F1912346&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=WOS%3AA1982NT77000005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.1016%2F0304-4068%2882%2990006-4&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D10%26publication_year%3D1982%26pages%3D67-81%26journal%3DJournal%2Bof%2BMathematical%2BEconomics%26author%3DR.B.%2BMyerson%26title%3DOptimal%2BCoordination%2BMechanisms%2Bin%2BGeneralized%2BPrincipal%25E2%2580%2590Agent%2BProblems&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.1016%2F0304-4068%2882%2990006-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2005%26pages%3D46%26journal%3DBusiness%2BWeek%26author%3DA.%2BNewman%26title%3DGiving%2BBack%2Bthe%2BBonus&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Web of Science® 4 Google Scholar 4

Shavell, S. Risk Sharing and Incentives in the Principal and Agent Relationship. Bell Journal of Economics, Vol. 10
(1979), pp. 55-73.

Web of Science® 4 Google Scholar 4

Young, S. Qwest Trial Shows that Rank Is No Protection. Wall Street Journal, April 2, 2004, p. C1.

Google Scholar &

Citing Literature

Download PDF

ABOUT WILEY ONLINE LIBRARY

Privacy Policy
Terms of Use
About Cookies

Manage Cookies
Accessibility

Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

Contact Us
Training and Support
DMCA & Reporting Piracy

Sitemap

OPPORTUNITIES

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies.

Manage Preferences

Accept All

Reject Non-Essential


https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.0741-6261.2007.00107.x
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=A1985AUF6800006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2307%2F1913212&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D53%26publication_year%3D1985%26pages%3D1357-1368%26journal%3DEconometrica%26author%3DW.%2BRogerson%26title%3DThe%2BFirst%25E2%2580%2590Order%2BApproach%2Bto%2BPrincipal%25E2%2580%2590Agent%2BProblems&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2307%2F1913212&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.0741-6261.2007.00107.x&key=A1979GW94400004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.0741-6261.2007.00107.x&refDoi=10.2307%2F3003319&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D10%26publication_year%3D1979%26pages%3D55-73%26journal%3DBell%2BJournal%2Bof%2BEconomics%26author%3DS.%2BShavell%26title%3DRisk%2BSharing%2Band%2BIncentives%2Bin%2Bthe%2BPrincipal%2Band%2BAgent%2BRelationship&doi=10.1111%2Fj.0741-6261.2007.00107.x&doiOfLink=10.2307%2F3003319&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2004%26pages%3DC1%26journal%3DWall%2BStreet%2BJournal%26author%3DS.%2BYoung%26title%3DQwest%2BTrial%2BShows%2Bthat%2BRank%2BIs%2BNo%2BProtection&doi=10.1111%2Fj.0741-6261.2007.00107.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/privacy

Copyright © 1999-2026 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of artificial intelligence technologies or similar technologies.

WILEY

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies.

Manage Preferences

Accept All

Reject Non-Essential


https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

