Spring 2010
Professor Rick Young 614-292-0889
Fisher 400, Mon/Wed 10:30-12:18 


AMIS H628 – Accounting Honors Research -- Course Outline

This course is an introduction to social science research, especially research on accounting as a source of information. There is one prerequisite: a good attitude towards learning. There are four components to your evaluation: (1) regular and active class participation, (2) written and oral assignments such as a summary and critique of the articles assigned for a given day, or a solution to assigned problems, (3) a six-page paper containing a summary of a literature in which you are interested and a proposal to extend that literature, and (4) a 20 minute presentation (including questions and answers from the class) of that paper to the class during finals week (do not make plans to leave town prior to the end of the University’s final examination period).

Regarding the proposals, you are welcome to discuss your ideas with the class and with me in my office. Midway in the quarter, I will ask you to submit a preliminary proposal to me for approval.

Below is a tentative course outline. The topics were chosen based in part on my own interests and in part on my perception of yours. You will find that accounting research is comprised of many different research methods (analytical, empirical, experimental, survey, etc.) and source disciplines (economics, psychology, sociology, etc.).
Overview of accounting practice and research (1)

M, March 29: (1) Offer some arguments both for and against uniformity in accounting practice, education, and research, and identify similarities between Demski 2007 and Sunder, (2) Why does Ball emphasize we should study actual behavior? Related to this, what is normative vs. positive theory? What in Ball’s view is a “major threat” to accounting? 

Sunder. 2009. Adverse effects of accounting uniformity on practice, education and research. Yale University working paper.

Demski. 2007. Is accounting an academic discipline? Accounting Horizons 21 (2) 153-7.

Ball. 2008. What is the actual role of financial reporting? Accounting Horizons 22 (4) I-XXXX

Demski. 2008 Where is the passion? Accounting Horizons 21 (2) 22 (4) 437.

What makes a good experiment? (2-4)

W, March 31: Skim the Prologue. For each of the other two papers below, answer the following questions: (1) Why did the authors do the experiment? (2) What were their results? Also, propose an experiment related to one of the following papers.
Field. 2002. Prologue from: Altruistically Inclined?: The Behavioral Sciences, Evolutionary Theory, and the Origins of Reciprocity
Radlow. 1965. An Experimental Study of “Cooperation” in the Prisoner’s Dilemma Game. J. of Conflict Resolution 9 (2) (June):221-7.

Smith, V. 1962. An experimental study of competitive market behavior. J. of Political Economy (April): 111-137.

Rydqvist-Schwartz-Spizman. 2010. Guest lecture: The Tax Benefit of Income Smoothing Binghamton University working paper.

M, April 5: Re-read the above papers and reevaluate Radlow and Smith in terms of the ideas in Luft and Kachelmeier (below). Rethink your proposal from Tuesday and turn it in (2-3 pages is enough).

Luft. 2000. Experimental methods in management accounting research. Notes from 2000 MAS Doctoral Consortium.

Kachelmeier. 1996. Discussion of "Tax advice and reporting under uncertainty: Theory and experimental Evidence" Contemporary Accounting Research 13 (1) 81-89.

W, April 7: Explain the relationship between the ultimatum game and the dictator game (see below). Also, propose an extension of one of these two papers.

*Güth-Schmittberger-Schwarze. 1982. An experimental analysis of ultimatum bargaining. Journal of Economic Behavior and Organization 3.
*Forsythe-Horowitz-Savin-Sefton. 1994. Fairness in simple bargaining experiments. Games and Economic Behavior 6.
What makes a good theory? (5)

M, April 12: Read Demski and comment on whether the papers below satisfy the “Ralph test”? Also, does each paper make you think differently about the phenomenon under investigation?

Demski. 2005. Analytical modeling in management accounting research. In The Handbook of Management Accounting Research Edited by Chapman, Hopwood and Shields (Elsevier).

Arya-Fellingham-Glover. 1998. Capital budgeting: Some exceptions to the NPV rule. Issues in Accounting Education 13: 499–508.

Nikias-Schwartz-Young. 2009. A note on bundling budgets to achieve management control. Ohio State University working paper.

Perquisite consumption and budgeting (6-7)

W, April 14:

Evans-Hannan-Krishnan-Moser. 2001. Honesty in managerial reporting. The Accounting Review October: 537-559.
Rankin-Schwartz-Young. 2008. The effect of honesty preferences and superior authority on budget proposals. The Accounting Review 83(4): 1083-1099.
M, April 19:

Yermack. 2006. Flights of fancy: corporate jets, CEO perquisites, and inferior shareholder returns. Journal of Financial Economics 80, 211-242. 

Rajan-Wulf, 2006. Are perks purely managerial excess? Journal of Financial Economics 79: 1–33.

The role of accounting in markets (8)

W, April 21: Read Akerlof and work out a solution to the problems in Demski. In the context of the heirloom problem, think about the value of an audit that reveals the value of the heirloom prior to Ralph making a take-it-or-leave-it offer to his neighbor.

Akerlof. 1970. The market for lemons: quality uncertainty and the market mechanism. Quarterly Journal of Economics 84: 488-500.
Demski, chapter 10, problem 10.12 and 10.13
Accounting for decision making and performance evaluation (9-13)

M, April 26: When working the examples below, think about the use of accounting information for: (1) evaluating managerial performance and (2) investor decision making.

Antle-Demski. 1988. The controllability principle in responsibility accounting. The Accounting Review 63: 700-718.

Demski 13.13; 14.11, 12, 14 

W, April 28: What is the role of accounting information in Ball and Brown? How does that relate to specific features of the “Conceptual Framework” as proposed by thy FASB?

Ball-Brown. 1968. An empirical evaluation of accounting income numbers. Journal of Accounting Research (Autumn).

http://www.youtube.com/watch?v=_QDBX9KfxHM
M, May 3: Comment on the relationship of these papers to accounting being a source of information useful for control.

Jensen-Murphy, 1990. Performance pay and top management incentives. Journal of Political Economy 98: 225-263.

Sloan. 1993. Accounting earnings and top executive compensation Journal of Accounting and Economics, 16: 55-100.

W, May 5: 

Gibbons-Murphy. 1990. Relative performance evaluation for chief executive officers. Industrial and Labor Relations Review 18 S30–S51.

Bertrand-Mullainathan. 2001. Are CEOs rewarded for luck?  The ones without principals are. Quarterly Journal of Economics. 116: 901–932.
M, May 10: Think about how the theory supports the empirical work, and where the empirical work works outside of or extends the theory.

Evans-Kim-Nagarajan-Patro. 2010. Non-financial performance measures and physician compensation. Journal of Management Accounting Research (forthcoming).

Krishnan. 2010. The role of performance measure noise in mediating the relation between task complexity and outsourcing. Journal of Management Accounting Research (forthcoming).

Accounting and corporate governance (14-15)
W, May 12:

Core-Holthausen-Larcker, D. F. 1999.  Corporate governance, chief executive officer compensation, and firm performance. Journal of Financial Economics. 51: 371-406. 

Cyert-Kang-Kumar, P., 2002. Corporate governance, takeovers, and top management compensation: theory and evidence. Management Science 48: 453–469.

M, May 17: Work the numerical examples in Demski and Sappington (of course) and think about how they relate to the papers above on performance evaluation and corporate governance.

Demski-Sappington. 1999. Summarization with errors: A perspective on empirical investigations of agency relationships. Management Accounting Research 10 (1) (March).

Accounting standard setting (16-20)

W, May 19: 

Demski. 1973. The impossibility of normative accounting standards. The Accounting Review (October).

Demski. 1974. Choice among financial reporting standards. The Accounting Review (April).

Christensen-Demski. 2007. Anticipatory Reporting Standards. Accounting Horizons (Supplement).

M, May 24:

Beaver-Demski. 1979. The nature of income measurement. The Accounting Review (January). 
Burgstahler-Dichev. 1997. Earnings management to avoid earnings decreases and losses Journal of Accounting and Economics 24: 99-126.

Nelson-Elliott-Tarpley. 2003. How are earnings managed? Examples from auditors. Accounting Horizons (Supplement): 17-35.

W, May 26: 

Holthausen-Larcker-Sloan 1995 Annual bonus schemes and the manipulation of earnings. Journal of Accounting and Economics 19: 29-74.

Bergstresser-Philippon . 2006. CEO Incentives and earnings management. Journal of Financial Economics 80: 511–29.

M, May 31:

No class. Work on proposals.

W, June 2: Work out in details the example in Arya et al. Think about the view implicit in this paper as compared to what Dechow and Skinner say about practitioners and regulators.

Arya-Glover-Sunder. 2003. Are unmanaged earnings always better for shareholders? Accounting Horizons (Supplement): 111-6.

Dechow-Skinner 2000. Earnings management: Reconciling the views of accounting academics, practitioners, and regulators. Accounting Horizons 14 (2) (June): 235-50.

Final exam day: Students present their proposals,

*  All items are available on the course webpage, except those with an asterisk. They will be distributed in hard copy form.
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