
Home   All Journals   Economics, Finance & Business

 Spanish Journal of Finance and Accounting / Revista Española de Financiación y Contabilidad   List of Issues

 Volume 43, Issue 3   Overinvestment, subsequent earnings mana ....

Volume 43, 2014 - Issue 3

Spanish Journal of Finance and Accounting / Revista Española de Financiación y

Contabilidad 

661

Views 

16

CrossRef citations to date 

2

Altmetric

Articles

Overinvestment, subsequent earnings

management, and CEO tenure

Sobreinversión, manipulación posterior de

los resultados, y antigüedad del CEO
Fabrizio Di Meo 
Pages 217-240 | Received 10 Apr 2013, Accepted 27 Mar 2014, Published online: 25 Jul 2014

 Cite this article   https://doi.org/10.1080/02102412.2014.942152  

     

 

 Full Article  Figures & data   References  Citations   Metrics

  Reprints & Permissions  Read this article  Share

Abstract

In this study, I empirically examine whether the managers of firms that overinvest have

an incentive to subsequently distort financial information for keeping up with

stakeholders’ expectations about investment returns. Also, because CEO tenure is

related to the capacity of the manager to influence both firm’s resources allocation and

the financial reporting process, I hypothesise that the expected positive association

between overinvestment and subsequent earnings management does not hold for

newly appointed CEOs. By using several proxies for both overinvestment and earnings

management to test my expectations, results suggest that firms’ current

overinvestment is positively associated with subsequent earnings management,



 

We Care About Your Privacy

We and our 880 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting I Accept enables tracking technologies to support

the purposes shown under we and our partners process data

to provide. Selecting Reject All or withdrawing your consent

will disable them. If trackers are disabled, some content and

ads you see may not be as relevant to you. You can

resurface this menu to change your choices or withdraw

consent at any time by clicking the Show Purposes link on

the bottom of the webpage .Your choices will have effect

within our Website. For more details, refer to our Privacy

Policy. Here

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

h t i ti f id tifi ti St d/

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/refc20
https://www.tandfonline.com/loi/refc20
https://www.tandfonline.com/toc/refc20/43/3
https://www.tandfonline.com/toc/refc20/43/3
https://www.tandfonline.com/journals/refc20
https://www.tandfonline.com/author/Di+Meo%2C+Fabrizio
https://doi.org/10.1080/02102412.2014.942152
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F02102412.2014.942152&pubId=47061870&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/02102412.2014.942152?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/02102412.2014.942152?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/02102412.2014.942152?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/02102412.2014.942152?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/02102412.2014.942152?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/02102412.2014.942152?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/02102412.2014.942152
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F02102412.2014.942152&title=Overinvestment%2C%20subsequent%20earnings%20management%2C%20and%20CEO%20tenure%3A%20Spanish%20Journal%20of%20Finance%20and%20Accounting%20%2F%20Revista%20Espa%C3%B1ola%20de%20Financiaci%C3%B3n%20y%20Contabilidad%3A%20Vol%2043%2C%20No%203
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


measured through both the opportunistic use of accruals and sales manipulation.

Finally, empirical tests support the expectation that the opportunistic behaviour of

concealing investment inefficiencies through subsequent earnings management only

holds for CEOs with greater tenure.

Este trabajo analiza si la sobreinversión genera incentivos para que los gerentes

distorsionen posteriormente la información contable y así consigan satisfacer las

expectativas de los distintos grupos de interés sobre la rentabilidad de las inversiones.

Como los gerentes con mayor antigüedad son los que tienen más capacidad de

influencia sobre los recursos de las empresas y sobre el proceso contable, se prevé

también que la previsible asociación positiva entre sobreinversión y posterior

manipulación no se mantenga en caso que los gerentes posean una menor antigüedad.

Usando varias medidas de sobreinversión y manipulación, los resultados sugieren que

la sobreinversión está positivamente relacionada con la posterior manipulación del

resultado contable, medida tanto a través del uso oportunista de los devengos como de

la manipulación de las ventas. Finalmente, los resultados muestran que dicha

asociación positiva solo se mantiene para gerentes de mayor antigüedad.
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