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Abstract
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o BZIL, BMEQXUNSHABADFBENRIXU N, BEQUHN FREDEE, FRFEE
SREFTEEISICELTRALNTH Y. FEEEBREMBEISICEL TEMME XD AR
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EBSEMA S <. A2, BEAHFROMEREEEANEDHE. FELEROFHIKEN,
According to empirical research and real business, the manager adjusts the consolidated earnings
not only through earnings of parent companies but also through those of subsidiaries. This study
investigates how the capital structure or ownership affects the earnings management activities.
Specifically, this study examines 1) in a situation where earnings are managed between affiliated
companies (including between parent and subsidiary), how the increase in ownership of the parent
company affects earnings management, 2) how earnings management between group companies
changes when parent company managers list subsidiaries, and 3) when the manager of parent
company list subsidiaries.

As a result of the analysis, | found the following. First, the relationship between the value relevance
of consolidated earnings and the ownership ratio of an affiliated company depends on whether the
affiliated company is listed or not. When an affiliated company is listed, value relevance may be
increasing with respect to ownership, while when unlisted, value relevance may be decreasing with
respect to ownership. Second, earnings management from the affiliated company to the parent
company may be decreasing with respect to ownership when the subsidiary is unlisted, but may be
increasing with respect to ownership when the subsidiary is listed. Third, a comparison in earnings
management levels between when an affiliated company is unlisted and when it is listed shows
that when the value relevance of consolidated earnings is high and the value relevance of earnings
of an affiliated company is positive, it is larger when unlisted.
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Capital Structure and Earnings Management
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According to empirical research and real business, the manager adjusts the consolidated earnings not only through earnings of parent
companies but also through those of subsidiaries. This study investigates how the capital structure or ownership affects the earnings
management activities. Specifically, this study examines 1) in a situation where earnings are managed between affiliated companies
(including between parent and subsidiary), how the increase in ownership of the parent company affects earnings management, 2) how
earnings management between group companies changes when parent company managers list subsidiaries, and 3) when the manager
of parent company list subsidiaries.

As a result of the analysis, I found the following. First, the relationship between the value relevance of consolidated earnings and the
ownership ratio of an affiliated company depends on whether the affiliated company is listed or not. When an affiliated company is
listed, value relevance may be increasing with respect to ownership, while when unlisted, value relevance may be decreasing with
respect to ownership. Second, earnings management from the affiliated company to the parent company may be decreasing with
respect to ownership when the subsidiary is unlisted, but may be increasing with respect to ownership when the subsidiary is listed.
Third, a comparison in earnings management levels between when an affiliated company is unlisted and when it is listed shows that
when the value relevance of consolidated earnings is high and the value relevance of earnings of an affiliated company is positive, it is
larger when unlisted.
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