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m HEHA AR {19600H~19700H =ttt

Ol AICHS HSHP= AR L HAM ) A& 0|ASS HFP

m 223 HE20E SHAIAE D ol At E=(budgetary standards)0| & 9| A 1t

2UH0LD 250 ZAIE Adiot) £t HE N ZALE
%
pull

] HB ol K4 (Information usefulness): 1970 x=Bt~1980E =t
’é'o@?(xi M3 HZ0): AIEEtSE Soll E28E4 25 (Ball and Brown
1968)
SAHR(Z2 223 H20): Demski and Feltham (1978 AR), Baiman (1982 JAL)
HEHR

m Lens modelS 0|28t PAC(Predictive Ability Criteria) 2 &

m 19804d =t 0l=
O| AtZ A Xt(Decision maker: DM)2| 21X 2| StH (Cognitive limitations)E &+
m DMQ| StAHE OlohHat) HEH 1 SHAHE & IE HMAHE = A=IHH =&
m SHHZ QIS QFE EXotD
m S Q0o &t (D —SHEHM X
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S| Aol CHst Brunswuck(1952, 1955, 1956)2 & E&X J|sF9
(Probabilistic functionalism)2l 2&g XI& 6= E&
CHER x| 3|H o3 Ashton(1974) and Libby2] & 32(1975)

Ol &N K= SIS H A0 formal modelOl SAUS (Report of the
Committee on the relationship of behavioral science and
accounting: AR 1974 v49 supplement)

Lens model
OIMBEN JyHMH ER
B =S UE.
nEE OIE2 z&Hs Z2HFE UHE = U= 2 LI HSEHD 9
MZEINE, 3201 1 BE2E 28 20| 0188 s82 JHXl
1 ACH= I8 E & (unlimited rationality).
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m Beaver, Kennelly, and Voss(1968)= A B A|AEI2 X Z26t=

A2 S0 et BILE 00F stC HIeter. 0 Mot
O| AtZ & (Decision making)2 2==0|2tx(at least implicitly)
0l =(Prediction)2 olXl 1= 0|F0 & = QiCi= =20l 9
ol XIXIE.

SH2ADIZ= OHE XA —— 22 REH

0 FEO st CHES HEO| (S5
S BOEH=0 YN B20I8RS S
ol
{ ]

JNZHE STl 2o R84S

S0l B0l R84y
S D2GHN &2 B
HEHSED| RITHA S B

g 0N Mo

I'

Ss8 UMt SH AAMZBEI =0HE 322 SHH
oz &Z(utilize)ot=Xl HRE Ot2c1 1D2AGHHOF &
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Brunswik2l Lens Model2 22|
fSssn F20/2Xt2

& 2 & Z(Information utilization) 2l
2HE SHOIH R2E.

JIES alclstd 20 AM=E

M e (environment)= 2| AFZ A XHOf|
Hiol & CHE=Z 2ttt & 1) O AFZ & A}
AXOt 2R AP0 (HAO0IAE
St B X2E 2 0 E™ 24

AF (relevant environmental event) 1t
SESHOZ HaA0| A= 2L

Ct K (cues)E 01 =ZotH EE2 01 Att
1 AtHE TEHGE 0| Sot= A2

dSole SHCZ oL AL

ol
rir

Environmental or “Predictive
Ability” System

-
=
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el
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User
Prediction
=Y,

Environmental
Event

= Y.

Behavioral or Decision
Maker System

T S e el e

N

Rt = 7)’,9. Rl =1yt
Environmental J Response
Predictability Predicted Tke . Tha Predicted Linearity

\ Environmental \"—"/ User /
Eyent &‘ Prediction
=1, (1) =1 Q)
Ta=Tyeta
Achievement
Index
G:"}A'l“'l
Matching
Index
(1) }‘;¢=b1rxl+bzoxl+ oo HhuXy (2) }.'.=buxx+buxz+ oo b Xe
FIGURE 1

D1AGRAM OF LENS MODEL

Source: Libby (1975)



Lens model= OIEGF [HlI 1

m Libby (1975 JAR):
A3 =&: J|IA HIF0l Cist BI2E2S Hss8E0 U=
A2 HEEAN sEHE2 SAI0 BIME.
Als O
Il Hd 2et2uof 2= &~S Champaign—

Urbana2d =2 (& & & 439

AlS Al 6000 J1(50%2] HAHD )0 CHEF 5JH2] TH
2 HIZ(ROA, Current ratio, Sales/current assets,
Current assets/total assets cash/total assets)=S JXl
12 D|Yo ECAS 2 IS0k ol2 oF=2ed XHAlQl o
S0l CHSt MREE ojl'OI'}" st
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lens model= 0| 2% HHE A (A=)

I il i
300| OHatez A 12, =IHEQC 304 J1e 1
A& 12 30 = 10JHE Et=sH 4000 D1 A2
2 AE 2E 2T AN EAOR2 KIS

AlS ClXHI0I A2l one sitting2 A& 11t 2E SAl

&HBIAR D two sitting2 L= 2
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082 meg=2 289 HsEL L2
A2 74%2 (44/60).
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Number of Sillings
Two  One
Sittings Sitting
(n | G | Subjectsfrom Large
m=13|my=14, Philadelphia Banks Bunk
m——— Sise
(n | Subjects from Small
m=10 Champaign-Urhana Banks
N=43
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Zimmer (1980)
B S 2O SAAI A 30HS a2 4200 J1L9(50%It TFAF D
A)O| IIAHN = BHEHS BHAH &,
m JASNES (= HESE2 7T7%2 A AEXIER2E (linear
discrimination model)2| & &AM 0l 88%4_ e U3
m (SO A& AMEEO 2= RotH LIEtY. &, =52 d&=40|
=2 MY +F Ao =0l tiet Mgl =US.
m SHME (Jaoz 6t HAPE Hi==&t ZUE BUS
Casey (1980)
m 0|29 270l A2 XA 468 S HWASZ 300 J1E (1502 TFAHD|
A+15012 ESII)0l CHst OHAF Ol = EtCH=S oFAH &
ZH&

s IHMDIRHO| HIE0| HIBAHCOZ 8.
S&: FASH AT 22 198040 2
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m NEHNQ MHEF|HES oK A2IE (cognitive psychology)S HIE
O 3|l H2&E AN ZEHE H-16l= &=

OIX| A28t Ik 012] JhXI DRIAE HADHO 4TI XS YA
HHS SE2 5= BSX-IIEX ARI8H0| 8 20— Q20| £F

4 EFS A (external
0l1o] H&k=E ARG
= hede; féﬁ .J JDI% D}J M=ol A A (context setting with
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Omitted variable(s)
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B & 2 MDA HHE (classical and neoclassical economics)2l J+8
OIMNZEIY SH Y S)|= S22 EHEHZ FUHE.
SINZEA= 2= Ut SUHA & el =S sUscle 28
2 & (rationality)
m & EANE (Experimental Economics)
=yJ

m Test the predictions of well articulated formal theories

m Study the effects of variables about which existing theory may have little to
say.

m Provide policy implications
el ANISE AKXV, Smith (1976 AER)JI =&tols A8 AHRP2 ER8 0|8

m The results of laboratory studies can serve as a rigorous empirical pretest of
economic theory prior to the use of field data tests.

m The results of experiments can be directly relevant to the study and
interpretation of field data.
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sdegdls2 SHe dg4EdE AE0t0 e dHAEC HaAE0A LEUS0l 2
T #SS HA6t= SO0H0ICH A ZHE A& 0ot LIENS2 XIS (
Jdeln 2= ot2d OE LIEXSS) ZE0 MHE S HQ 242 2 =0

M

8o SX
X4l 9| JIEH S22 2Ustoted= 0[21FO0| 1) &el&Ol SIAZEHXIE D& 6=
StCt. MetA equitylt fairnessSilt 22 RAS2 B OZ 1)

dMOIES HE2=2
a#EHMOI Al =L

= 2 L}EHLF= equilibrium behavior(Z & &
%)ou AAS gﬂ QICt Wt 4 ABAR SR A S LEIEO 2 (learningOl 0120
Xl S0 ANE Y| 9I5t0) A S UAO (et 25| Y2 BH=(repetition)ol 0120
ZIC},

ABANEAD= £5F Aot oz H M ELA (competitive, multi—agent
environment)0l A2 HESS AEBICH 0l= FMS S5t IMEE 2AHXSO0| 0|1
X 0l 8 = (rational behavior = 20 AIEUHA El&E A0/t 2] Y
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S&ds 2o80H ASXAEE 0180t 22 X=0|
=2 __IAP""*OH s F= U2 RUSE SUHCZ SHIoHH i
S r#dolJl= 23 0{d=2 WAOICH

==

e
0=
|'0Il
I

o mo o Hu
rr
Q
b
2

0 oo [0
(=
[nY
00
mio
Y

u I-J

Ol
e
J
10
10
X
o
LI
I'
réi
o o
o

0oF [
ol
rr
tO
O
llllﬂ
10
T
M
X
0

3

oA

L=

Al
=l
g
Al
af

ISXZ2IF NLl= HWIHEQ 0282 =2=0tJ| fIst Eo=2MN SHE
T (controlled laboratory research)Jt AIZE A2, Xt = HEHS

2 EE0H 20| ANt YEHES2 ANZ A CHst 200
A= Z2UE TEOIRUCH

A ZHE H= Smith (1976, 1982)0 2ol HMAHS & OleH ZHOIE 2 E M
=40 Uie HALEESZMN Edl 2L L AL &8 NS =2

ro
0K
ool

Speak to the theorists —— Z Xl 0|1 A& 0l O}
Searching for facts — Ct2 A& 0 Cist SJ| &

Whisper to the princes —— A2 =&l 0| J| 04
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Bernoulli (1738): A& HTO SAlet & 2~ A St. Petersburg
paradoxE 2 &0l S

St. Petersburg paradox: @& =22 st H Ol @O0 LIS 100&, 5 Y 0Ot
Ol RHO| L™ 2003, Ml & 00l REHO| L™ 400&, 4l ¥ oH L™

800&--- Olel ALz Al %E’J’JEPE O A S JIEH—’#-C%'S 2B (=
100 x # + 200 x 4+ + 400 x 1/8 + - =0)0|Ct. JDECHH, O] AL 1HJAS

L] E20HE 20| J=IH?

Thurston (1931): 2XI2 2& 2 0|E6IH il 8IS AEXO
< ASGIUS

Chamberlin (1948): WEXIS0H =23=53EE RE6IH &
et H Bl H1e.

Dresher and Flood (1950): H 0|22 HIEtO 2 X &9 Y0}
(prisoner’s dilemma) A& &0t

Smith (1962, 1964): A& A0 H esFA )& (double auction
institution) € 126IUS.
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JHCIoIAFZ A & A (Individual decision making settings)
Het™ OIAIZAE [HE &S0 S ERE.
Il X| X3t H=s=2 &2EE.

Ole{&t Bt o AlEAHR= LBIME O 2 yon Neumann and Morgenstern
(1947) 1 Savage (1954)01l 2loll A& & 0lASE20|2(expected utility
theory)2l =& HII6l)| |8t SHES JIXD US.

H L&A (Game settings)

Dresher and Flood (1950) 2 Tucker (1950)01cH HI &HUHAMNE =2
prisoner’s dilemmadil =&.
m B AIE(Oligopolistic market)HI A2l JtZZ A ZHM & prisoner’s
dilemmaZll 2.

22 M (public goods)dl &&t AT 0| 2F0l

"
ot

HI

A& EA (Market settings)

Chamberlin (1948) & 32

Al A 9| JtAH0| 2 (neoclassical pricing theory)0| LEIEHOZ AIS A A
=l Hs=S & Aol US.
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- Limitation in human ability = Bounded

rationality

MIT Press Cambridge MA.

* H. Simon (1997) Models of bounded rationality,
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von Neuman & Morgenstern expected utility theory axiom(Z¢2l)

I'

Preference ordering: Preference are complete (either X>Y, Y>X, or X~Y)
and transitive (X>Y, Y>Z 2 X>2Z)

Continuity: For all X>Y>Z, there exists a unique p such that pX+(1-p)Z=Y.

Independence: If X>Y, then pX + (1-p)Z > pY + (1-p)Z for all Z.

Independence implies indifference curves are parallel straight lines.

Mete o1 XIel Atddl (=, Violations of EU theory)
Allais paradox and preference reversal

Prospect theory (Framing effect)
Ellsberg paradox
Heuristic and bias

20
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Introduced by Kahnenman and Tvesky (1979 Econometrica) as an
alternative model for EU theory to describe the human decision making.

Prospect theory has four important elements which are derived from
experimental evidence :

an editing stage in which rules either dictate choices or transform gambles
before they are evaluated;

choice of a referent point (from which gains and losses are measured);
a value function over gains and losses:;

a weight function that weights probabilities nonlinearly and applies the
resulting decision weights to outcomes to evaluate gambles.

Two key assumptions by prospect theory:
Values are attached to changes in wealth rather than to final states;

Decision weights do not coincide with stated probabilities.

The value of each outcome is multiplied by a decision weight.

21
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Value should be a function of two arguments: the
asset position or status quo that serves as a
reference point, and the magnitude of the change
(positive or negative) from that reference point.

It is hypothesized that the value function for
changes of wealth is normally concave above the
reference point (¥ (x)<0, for x>0) and convex
below it (v (x)>0, for x<0). That is, the marginal
value of both gains and losses generally decrease
with their magnitude. The resulting value function
Is steeper for losses than for gains.

The resulting value function is (i) defined on
deviations from the reference point rather than on
wealth positions; (i) generally concave for gains

(risk averse) and commonly convex for losses (risk

seeking); (iii) steeper for losses than for gains
(loss aversion).

The figure compares the value function
hypothesized by prospect theory with the standard
expected utility function.

LS TS L

Lt B i - o
i t

Expected Utility Theory

Utility

™ T o il e T T

T Utility of $300

—
—

!
—

Average of utilities
of $400 and $200

1 | 1

Money —»

Prospect Theory

—$200 — $100
1 1

Value T

0 $200 $300 $400

(a)

/
Z

// Average of utilities
%4 of $200 and 0
7
7 + $100 + $200
7 1 1

Average of utilities of =
—$200 and 0 (negative\/

/
/
/
/

// 0 Money ——>

74

— Utility of —$100
(negative)
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There are several characteristics
of decision weights;

1.0

The weight function 1 is an
increasing function p, with
1t(0)=0 and m(1)=1.

Very low probabilities are
generally overstated (i.e., mt(p)
>p for small p)

Decision weights show
subcertainty (that is, for all p<o0,
n(p) +m(1-p) <1). 0

JU IS a subadditive function of p, STATED PROBABILITY: p
i.e., t(rp) > r(p) for 0<r<1.,

DECISION WEIGHT: T (p)
tn
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m Framing effect

=c|HCZ Y

15t QIAFZ A S MAIEl = EEH &2 E(frame)Ol
SEHQ OIXl= S (T

Tversky and Kahneman 1981, 1986)
m Mental accounting (Thaler 1985)

A kind of narrow framing that involves keeping track of gains and
losses related to decisions in separate mental accounts

May explain the disposition effect, an excessive propensity to
hold on the securities that have declined in value and to sell
winners.

House money effect—a greater willingness to gamble with money
that was recently won.

24
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m D. Kim (1992):

Ol =& Young (1985)1 Waller(1988)2] 132 Z 0N S
Prospect theoryE IHE3dt0 |I& 214! (perceptions of rlsk)
2HHO O™ HES DIXKl=X AE &
Young (1985) 12 Waller(1 988)
n P TS AE FIEdsES
>4 _)|_E t:lﬂor(ii

[]U
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| &S XFE CF G budgetary slackS ©f

0

m 0|22 %’rldﬁg;i DEAOIJfRl £H40I12t]) =HGIHA Young2 SHA DY
(Two—outcome lottery choice procedure)E 0|26t FIE§HSEE SHIMD
Waller= Berg et al (1986)2 @2&£+=R I (i duced utility theory procedure)
= HEAOH T|°“\"sz‘:E =Eotd=0, F A3 2F IIHES0IE2 E0lM AP

b JHE A =, 88 550 ¢ DQEE(Situation—dependent risk
preference)a DHOHA &y,
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A1l vs. B1
A1= (1 million francs)

B1=.10 of 5 million fancs, .89 of 1 million francs, and .01 of 0, denoted
B1=(.10, 5 million francs; .89, 1 million francs; .01, 0).

A2 vs. B2
A2 = (.11, 1 million francs; .89, 0) and B2 = (.10, 5 million francs; .90, 0).

Jlt2E8gs2 cil =Y, It
[B1, B2]Ot &€ A&,

OIF

StHEEo 82 [Al, A2] B2

S Al BIE2LH d=8tCHH

= A1=100x .11 +100 x.89 0|}

= B1=500x.1+100x.89+ 0 x .01 OlLI

= MetAd A2 (=100 x .11)& B2(=500 x .1)2Ct &S 8tCH= 20|

Allais paradox® HI0AH JIE HAS55l= X8 [A1, B2]12ZAH 0l= J|CH
220|122 ftliol= X Y.
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A& A I8t outcome rationality (or substantial rationality)

Use of abstract settings based on economic theory

sH= 3| H| &t procedural rationality

Use of specific context settings based on psychological
theory

AROl SHQ| 229 M= A0|2tH abstract setting
O] HAEE o= UKX|OH =3 HSHP2= 1218t settingOlAHL HF
ZID ANAECZ LUS6HAl 28 X0|2t) K&
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ol
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Issac (198 ) AgFHE A0 Uig HdA=HE M

HOZ EF/O

AU AR M7 -E— HllA= 38 A IFEJF S=26HA &1 201 HgHO0l
HA HE = gl0| 2 EL - 2A=0l0F ol BRI BS.

Ao JIXl: &g E ZANEH & HAl=S0l 28 OlE0 tiet 230 =
ol Lot Ch2tet ZAAIAES StE Hluot=ll #E8. Sol &8s M
Z ZHAIAE0 st 25 & EIHl JAUA dUEL=z HEe HIE0] &85 8.

JHAE 210 et A+
HIE8 3 L SAIZF E2 ASE10 0IXls &
NS ZAtEIZ 0| |
ZHMEEN st €=
S AIXLS THAH0l AS 2100

HIZXE 20l st A+
OIRS)|: HHESHRA HEt IS
HEXME : #8Y, 3Ad, 254
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Economic and Equity Effects on

Tax Reporting Decisions
N2E212ZF0l st
JHE ekl SHEH e
Kim, Evans, and Moser
2005
Accounting, Organizations and Society
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ARII MEEQl =3 HHP(Conventional

behavioral accounting experiment)2t CI& &

JHOIES EEtst =0l 2A

AA=SAN2 Y V&2 &3 20t s GEXN 73

ey (PR

& S0l HE & EX
=&l= 48 0Al

o llIZ
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m Conventional economic model

Helel 81 2E2 MEOZ X A5 E1Jt Rtalo 8
Of HEHN Set= ==L Ed JACHD 0| =stC.

m Equity theory
HAHd =2 ddd st &2
EO“AI BUNZH0 =8t S .
Evans, Hannan, Krishnan & Moser, 2001; Chow, Cooper
& Waller, 1988; Young, 1985).
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A =H: AMEHE0 A5 210 0IXl= I

s ZHE2& (Allingham & Sandmo, 1972; Yitzhaki, 1974)

e ee zllsetde YH A= A0 CHEt S4A
&t X 2 S

I l'*kIIIP= kII%OI SOteto et o %ol =22 210
StCH. =, M2 A e 249 AAHE JHXID ULH.

Oli&t BIE2 AlE22 Sl HH=2Z2F 0l /& &M (riskiness effect) 2}
29| 51l wealth effect)E LIEIHCHE 240 2HotD UL

Il||0

Jedot0 20HE 21

]

Ck2 Ol

M

HEeo AS 2 AsdRE HHXNS0| UM S0l Sotetol et 236
g B0 ASEE E0C= Z2WUE BEHFQULL (Clotfelter 1983; Collins &
Plumlee 1991)

CiOH FAIEOQl B HE 0|28 Beck et al. (1991)2 A8 X = AHMOIEY
=Sl 22 Z2UE B0FUCH
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m Current Study (Kim et al. 2005)
Ol 30N BRELSE =2 BHIAAHAA EAIAI EF 2+
ZHH A ClAIGHE W && HA(Exchange equity)2 Z&5HSCH
0l 3= H A BldISHH ERE2AXA3S 2= 32 HEH HAHIX
b HIZ23JH0]l e+S3dt=Jt ot= 8= D&Est A e H20ILCH
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Hypnothes! Sﬂﬂﬁlﬂﬂmﬂn

Exchange Equity Exchange Ineqwty
- (Government Services) (No Government Services) =
: Cell 1 Cell 2 o
E Economic prediction: Mixed prediction:
Horizontal Taxrate  Rep. Inc.” Tax rate  Rep. Inc.” :
: Equity 1 ) ) — :
! Kim et al. (2005) Kim et al. (2005) :
. Moser et al.(1995) -
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENR
Cell 3 Cell 4
Typical empirical result:
Horizontal Tax rate  Rep. Inc.*
Inequity Not tested 1 l

Moser et al.(1995)

*Rep. Inc. = Reported Income

Fig 1. Experimental conditions examined in Kim et al. (2005) and in
Moser et al.(1995).
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m  Moser et al.(1995)
0l 3= HIESII2 QI8 netgH Ao 24 WEH|IEEHAH 9|
SINJFEN0IY0 0IX= g&teE SHET A (horlzontal equity:

cell 2)1 —rolﬂlg%“é:'(horlzontal inequity: cell 4)22 U0 2&.

Coll 42/ B IE J/&= YS PG LB 5, MB0 SHEY I
o B 4SS FL0L BP0, ce//2£2/ AYENSEE ME SIH0 12
g5 20 £S59 HEI) YL,

m Kimetal. (2005)

0l I7E FREXI +ES
20| YES FEX 0 B5H0]
HIS0l SIHe T ZHIXIDH OS2 BR2EZ0 SIH8 UG 2

St A< "J}OH [E NEtsEHo 2AZ 260 M A= &
EI.|I-|O§ X—I}"_}l\_ j3|. 340201
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m Kim et al. (2005) (continuead)

Moser et al.0l A & 328t cell 28 CIAl & &8t S JHXAl 0| &=

Cell2 = 38282320 HZ&l= cell 10l H &= J|
(benchmark condition)2| &&ts &t.

el

MM

0l A= Moser et al.(1995)0lAd E10& cell 2 2001 E&&
DA CHEr =I1EQl OloHE MZ51D| Kol CIXIR! S AS

& Moser et al.ll= €2l Kimet al. A= LIEXS0| H&Zots
WesHAHES =360 0| A2E 0|25 WEts Lo HG
HeksS SHECZEM HIESII DXl =48 Al

f-|>
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& 1. MIE0| ZJt8 M FREXSE &= WER (cell 1, GS)IH Al
Zol= W EbIg8dl Sitie dFEx== 2 ¥= LIgA

(cell 2, NGS)Jt M Zot= ESItE0H &= A 0ICH

(&8 Z) 78 AHEZE SF5H ZI0| [IEH, GSHA S WEHIETE
& SIH0.4)= NGSHA S WEHIEFZE SIf (1.3)0 SHFLE F9

ot &8 =2 6175 &FL

e 2. HIE0| Bt M 222X 2= WEX (cell 1, GS)It £
1ot A5 Bl AREXZS 2K %= & XHcell 2,

NGS)Jt E16t= 252 SIHLE0 2 A 0ICH
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2 GS conditions (GS vs. NGS)
2 Tax rate change conditions (Increase vs. No increase)

O ME2 S B2 20 D222 AEE 0 JALH 2 758 =
ot IIoI-IElO'IC’

J| = 4EH(Baseline condltlon) = 859 &1(learning effect)&
251D ot ZEEA =, I8 _%:’0// 4t &2
Ol (I 4 1} S 6/ A1 BF /(7’/.===r é/f 20| S5 20% M=0/ 851
O B0/t HEE

AgUAL: <H 1>
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Tax Rate
Government Services Periods Periods
Conditions n 1-4 5-8
Government Services (GS) 25 20% 40%
No Government Services (NGS) 22 20% 40%
Baseline Condition 44 20% 20%
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m  NGS condition : No payment from the government

T S e el e

GS condition : Payment from the government equal to 50% of

] the tax actually paid
% of government services — —) 100%
effective tax ratex 0%

m Olde AgliAg2 A 88342019 AMdsitE HS0ot

* tax paid — government services received
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n IJFELIS2 &M M2 50%= £€8.

m (2N MEXS =S A THa2
= J|=X A AN AE (Initial endowment)
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- M0 e g
+ g"‘?‘ E_I_G (= E A2 S/ 50%}

HolE2 EFELs2 vc-’r-'?-Oil ZHSLO0l M= St &
2=2 SIHAIZIOH O

) oX



T : ST S, TR R TR [ ety
iy x 3 o L ERE B Rt LA it R _\.'\.\.
e i i S A - S A BN s e

il % e i Ftro ity R, - 2 o L
: e = i P ]

e P ) E T e
i o _ e ‘_
4
" - o ]

[Table 2]
Mean Reported Income Amounts by Experimental Conditions(in Lira)
Tax Rate
20% 40%
Government Services Periods Periods
Conditions n 1-4 5-8
Government Services (GS) 25 46622 5630
(3638) (3286)
No Government Services (NGS) 22 4884 5175
(3347) (3693)

Standard deviations in parentheses.

a Each subject’s mean reported income is the average of that subject’s reported
income amounts across periods 1-4 or periods 5-8.
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[Table 3] Analysis of Variances (

Panel A: Analysis of Variance on Reported Income

Factors: F Significance of F
Government Services 0.01 0.91

Tax Rate 4.00 0.05
Government Services x Tax Rate 1.16 0.142
Panel B: Analysis of Variance with Adjusted Reported Income Amounts®
Factors: F Significance of F
Government Services 0.01 0.93

Tax Rate 4.72 0.03
Government Services x Tax Rate 0.22 0.64

a One-sided.

b Adjusted to remove the effect of the perceived change in exchange inequity.
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m Ol AFENH (Participative budgeting)

Ol &k & 012 0IS(Benefits): 712 It ST S,
g8 St

SIE2XES U UES St A2 AR HEE 2R6HH 2

L & &t 0l AH(Budgetary slack) (=Expected performance over
HSI2 X=

Reported expected performance)lll &2 == RQS0| F=
2 A2 =AI.

O|E2& " &: Agency theory (Demski and Feltham, 1978
AR)
R E/\*i (2010): Ol AH(budgeting) 0l 2t8H 1980 0l A2010E DEHX| A
HAIl===2 240l 0|2 HI8C=Z 22| HZ00 UAHA &
._—_rl_l ZTHECI AR IHEE HIAIE.
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m (HIS) Participative Budgeting: The Effects of Risk Aversion and Asymmetric
Information on Budgetary Slack

Ol 2 =52 dAsSH (et AR 2, AgdsE, & HAE0 HFIF ==t 0
AHOll DIXI= e A8 28 E 086t 3+
Olat 0= 4SWI BEAHLE HEGHD SISt ME2 H2L0| e EES 8 5
U= BE=2 Hog

m BEHS &6 04 (budgetary slack)
n SHHS
n NS NS E
n NP MANN IS MAS 38
n Ol&F =N OE
AE 21

m &0 Al slack E¢&t.
m Private informationAl @ 2 &0l slack& H|=3} Xl Bt varianced} 4 2
m REIO I 242 slack0] H2E.
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m Ol A2 H A (Honesty effect =S4 &1 31)

= Rankin et al. 2008

= Douthit and Stevens 2015
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The Effect of Honesty and Superior Authority
on Budget Proposal

by Rankin et al. 2008
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iy
Participative budgeting0| A{ honesty R 1} superiorl| projectE rejectar Hoti}

— -
HHSHO] 242

id

7kAd

H1 : subordinate”} final budget authorityE 7% [fj, budgetingO| factual

assertions Qo= 4d29| slackO| factual assertionS @ F15}X| HF= ZL9]
slack 2C} . 2= Zd0|LC}.

H2 : budgetingO| factual assertion=2 QSIX| &= [ff, superior?} final budget
authorityE 7%l A 29| slackO| subordinate”} final budget authorityE 77!
BF9| slack&Ct 2= ZO|LCH.

H3 : superior?} final budget authorityE 7}& [l budgetingO| factual assertion=
275t LAAE|lE= slacke| 2 subordinate?} final budget authorityE 7+2&
budgetingO| factual assertiong Q7610 LA = slacke| ¥EHLCE I 2= Z0|Ct.
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EEIERE - ZE treatmentOfCE 30 O| CHetM S CHAC 2 B
Zk session2 1A|Zt M RIS

-7t RH= superiorlt subordinateQ| &
Session2 & 20 round& ZIHSHH, 2+
re-match =l.

SessionO| ELIE X 3X7} eigE 4 &7HAO| A privatestH L0 &
Actual costE N lot 2= HE = 2= E7HXOA S71HE.

A2 2x 2 factorial designg

3 ru0+

'S HiE OB M0| BY WK I,
oundOtLC} superior@t subordinate= random2 £

Experimental Design
Budget Authority
Superior Authority (SUP-A)  Subordinate Authority (SUB-A)

Budget No Factual NEAJSUP-A NFA/SUB-A
Communication  Assertion (NFA)
Factual FA/SUP-A FA/SUB-A
Assertion (FA)

Factual assertion : subordinate?} projectZ proposeat [} costE self-reportst= Zd &l.
A1t Superior= (project revenue($2.0)-reported cost)& 2t11, subordinate= (reported
cost-actual cost)E 8. Project7} reject £|H UAt & OFF A= BHX| gt

1™ : Project?} rejectt] £0f Ar2t810] Subordinate= Zt roundOtCt $1.0E X|& B2,
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! TABLE 3
Tests of Hypotheses

Panel A: Tests of HI and H2
Hypothesis 1: Effect of budgel communication

t-statistic p-value
HI: Slack(FA , SUB-A) < Slack(NFA | SUB-A) 1.81 0.0202
Hypothesis 2: Effect of budget approval authority

t-statistic p-value
H2: Slack(NFA | SUP-A) < Slack{NFA , SUB-A) 3.9 0.0001

Panel B: Tests of H3
Hypothesis 3: Interaction between budget authority and budget communication
H3: Slack(NFA  SUP-A) - Slack(FA , SUP-A) < Slack(NFA , SUB-A) - Slack(FA , SUB-A)

F-statistic p-value
Authority 14.9 0.0003
Communication 362 0.0001
Authority * Communication 234 0.1316

FA = Factual Assertion;
NFA = No Factual Assertion;
SUP-A = Superior Authority; and
SUB-A = Subordinate Authority.
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» Subordinate 7} budgeting®| final authorityE 7} X| ™ factual assertion=
2 75H= budgeting®| 4% slackO| Z0{=LCt= A2 &g > honesty

» O|= Superior?f budgeting?| final authorityE 7tX|&= 420 =, subordinate=
budgeting0i| A 2| slackZ &2|& 207} Ot self interest0f 2|t

negotiation2| Z1tZ ClAISHY| I & &
« Budgeting designidt #2510 H|Z2 A 8 9l(nonpecuniary motivation)d}

22| Xt RIo M 2] SAIM Ol & X|(administering formal control)= 1 2{5{Of SHCH=

AAES =,
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The Robustness of Honesty Effect on Budget
Proposals when Superior has Rejection Authority

by Douthit and Stevens 2015
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AR
SuperiorQ| projectE rejectat #oHS 7HX| = Participative budgetingQ| A honesty
effectE distributional fairness(ZHl| &™) 2} reciprocity(26f|4d)1t 2H&H SO

2 A3t (Rankin et al. 20082] 2% A3

N—’

A=

H1 : Honesty & 1f= superiorQ| relative payoffZ} subordinate0f =7(%|X| &= [
o £ ZO|LC}. (F, distributional fairness®| ¢4 X4 0| ZtAg If Honesty effect7t 4
2 zio|ct)

H2 : Superior?} subordinateQ| salaryE 282 &= A= Ui Honesty effect7} =

Z40|L}. (reciprocity7t & [f honesty effect7} ZX|stC})

—
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Zt session2 452 ZOF XS = 8 sessiond.

T7HAL: 30O ClistdE Ojefe = o

A} XH= superiorl} subordinate®| &2 H{S Eto ™ AMBio| B WY77}X| S K| &t
Session2 & 20 roundE XA SIH, ZF roundOtL} superior?t subordinate= randomS £
re-match El.

Actual costE H|Q3t ZE HELE @E AIIXIO|A 274,

SuperiorQ]| initial endowment= 2} period& $100Q!. Private superior payQl 4%+=
subordinated|| | 27K = X| %2,

Alsie L2 b ZFO| design =l .
=l |-D |- = | g = Experimental Design of Experiments 1 and 2

Experiment 1
Public Superior Pay Private Superior Pay | Private Superior Pay
Mo Factual Assertion | Cell 1 Cell 5 Cell 5
Factual Assertion Cell 2 Cell 4 Cell 6
i No Salary Authority | No Salary Authority | Salary Authority
Experiment 2

1™ : Project reject0{ £0f| A2tg10| Subordinate= $102| showing feeQt randomo 2
MEHE| SFLEO| periodQ| earningsOf| CHSH 5 experimental dollard $12| H& =2 X|& &2.
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TABLE 2
The Effect of Factual Assertion and Private Superior Pay on Budgetary Slack
Experiment 1

Panel A: Analysis of Variance—Full Model

Factor F p-value®
Factual Asserdon 18.13 =20.001
Frivate Superior Pay 013 0.725
Factwal Assertion * Private Superior Pay 395 0,026
Panel B: Simple Main Effects
Factor F p-value
Factual Asserion within Public Supenor Pay EXI]| 0.094
Factual Asserdon within Pnivate Superior Pay 1706 <0001
Frivate Superior Pay within No Factual Assertion 330 (L.080
Private Superior Pay within Factual Assertion 1.72 (0.201

Panel C: Analysis of Covariance—Concern for Even Payofts in the Full Model

Factor F p-value
Factual Assertion 1437 <0001
Private Superior Pay 0.000 0.951
Factual Asserdon * Private Superior Pay 0.78 (0.380
Concern for Even Payoffs (covanate) 237 0.043

Variable Definitions:

Slack = each period is calculated as slack claimed/slack available;

Factual Asserfion =a dummy variable capturing the mode of budget communication, equaling 1 if the budget report
required a factual assertion, and 0 otherwise;

Private Superior Pay= adummy variable capturing the subordinate’s knowladge about the superior’s endowment. equal
to ) if the subordinate knew the endowment, and 1 otherw ise;

Factual Assertion + Private Superior Pay = interaction term of Factual Assertion and Private Superior Pay; and

Concern for Even Payoffs = measured by the subordinate’s response to an exit questionnaire about their agreement with
the statement 1 wanted both parties to have even payoffs.” on a seven-pointti e,
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TABLE 4

The Effect of Factual Assertion and Salary Authority on Budgetary Slack: Experiment 2

Panel A: OLS Regression of Budgetary Slack with Salary Authority Effects

*¥* Represents significance at the 1 percent level.

Panel B: Analysis of Variance—Full Model

Coellicient

Reciprocity

Panel C: Simple Main Effects

Variable Definitions:

(t-stat)
Factual Assertion —0.124
(—=2.74)***
Salary —0.004
(—7.94)%**
Factual Assertion * Salary 0.000
(0.13)
R* = 0.1802
Factor F p-value®
Factual Assertion 1746 <0.001
Salary Authority 6.35 0.015
Factual Assertion * Salary Authority 051 0479
Factor p-value
Factual Assertion within No Salary Authonity 17.06  <0.001
Factual Assertion within Salary Authority 6.26 0.009
Salary Authority within No Factual Assertion  0.60  0.446
Salary Authority within Factual Assertion 387  0.059

Slack = each period is caleulated as slack claimed/slack available;
Factual Assertion = a dummy variable for the mode of budget communication, equal to 1 if the budget report required a
factual assertion, and 0 otherwise, centered at the mean of the dummy variable;

| No interaction

- Honesty is robust to

reciprocity.

> H2 XXl

R

H2 XIX|

Salary = salary set by the superior for the subordinate, centered at the mean of salary set;

Salary Authority =a dummy variable for the superior’s ability to set the subordinate’s salary, equal to 1 if the superior set

the subordinate’s salary, and 0 otherwise;

Factual Assertion * Salary = interaction term of Factual Assertion and Salary; and
Factual Assertion + Salary Authority = interaction term of Factual Assertion and Salary fuﬂ@r&y._
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« Honesty effect2 subordinate salary0| CH3t superior?| 2™ & O £0j| CH3H

robuststCt= A2 EOE. (5, 050 2tA 80| && budgetary slackZ = ¢l)

« Rankin et al. 20082| 9 H & =&t

Adzrs 2CF = 2OlE.

Ot
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| HSHL F=A
0l &H(Budgeting)
0 2 & JHSunk cost)
Ol™ JtA &3 (Transfer pricing)
m Bargaining
A USBAHE (Incentive systems)
A0t BIt (Performance evaluation)
m E0 O A Ot
n O E=2 1S

&lE & (Experimental designs)
m Agency setting
= |ndividual DM
= Multiple DM (P-A and/or multi-agency)
m Game setting
= Multiple DM
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Davis and Swenson (1988 JATA): HIZ2& 2 A0 AHA &S BHE
oegls 49

Cuccia (1994 JAL) - ZHI2O00IA S ASAHARE &Y
Hanlon et al (2010 JAE) — ZAI202 ASHJ0N e eIEZ A A8AHR
FHE =0 E3SS & = U= ==

Shackelford and Shevlin (2001 JAE)
IS MEE (JHNME 2011)—=2U MRS H== 242 Soll MNP
A2 ZO0HIAS st 2 &2 0l 32 2= HAIE.
At AEAAS ERHOEE

MOILHIXIS| OAIZ S ARIS 0|22 HSYHEID|0ls 8HH DI US
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m  Maine (1995) in Judgment and decision—making research in
accounting and auditing (ed. by Ashton and Ashton)
Investment and credit decisions by investors varying in their degree of
knowledge and experience
Decision processes — Use of Lens models
m [ssues: why environmental model is superior to humans in accuracy.
= Lewis et al (1988): Bond rating study

Heuristics and biases: Johnson (1983) investigates the representative
heuristic(CHEA 27&) in forming bankruptcy probability judgments; Moser
(1989) studied the availability heuristic on investor’s earnings predictions;
Buchman (1985) examined the hindsight bias(AFF A & AIEH &) in a
bankruptcy prediction

Multiple decision makers in both noninteractive and interactive settings:
Chalos (1985) found that group were more accurate than individuals in
bankruptcy predictions. £ 31 — Chalos and Pickard (1985), Libby et al
(1987)
m TAS (2003 SlHAECIR): AEA AES 0|28 MR HHAR S&
m JIE X229 A3 Elliot et al (2015 JAR) to test how the earning metrics
affect market price efficiency. 62



