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8) 7 International and National Standards
and Norms of Financial Reporting:
Monopoly or Competitive Coexistence ”

SUNDER Shyam (1 t—/LXFREXRFER #iR)

In recent decades, financial reporting has shifted
away from reliance on towards
predominance of written standards enforced by
authority. This change has influenced accounting
thought, practice, regulation, instruction, and research.
Moreover, monopoly jurisdiction of accounting standards
has made it increasingly difficult to experiment with
alternative methods, slowing the discovery of better
methods of accounting. The so-called "fair" wvalue
standard can be seen as a result of this process. Letting
two or more sets of standards compete would promote

social norms



the development of better financial reporting and the
restoration of a balance between the role standards and
social norms play in financial reporting.
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1) "“Cognitive Bias in Laboratory Security Market”
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In economics, it is thought that human beings take
selective actions based on a principle of rational
behavior. However, there emerged
researchers for experimental economics and finance who
have recently paid much attention to the research trend
invoking the result of psychology to understanding
man's economic behavioral principle. And a certain
finance researcher is insisting that an economically
rational action is only up to one special route of man's
various and psychological action routes. Such a problem
is of our main concern, and is also influencing the
accounting disclosure policy in the security markets held
in an advanced capitalism nations because economist
involved in disclosure policy making is basically ignored
the psychological aspect of security decision making.

If security investors are take rational behaviors, they
make buying and selling decision making by
appropriately reflecting acquired information related to
the securities concerned. As a result, the price of the
security related
appropriately and efficiently, and the price making
process demonstrates informational efficiency features.
If it 1s true, the government can only promote the
accounting disclosure policy positively based on
traditional and rational thought of economics.

When we consider psychological results of security
market pricing into consideration, however, it is very
important whether "Efficient Market Hypothesis" can be
justified in the mixed context of psychological and
rational behaviors. In a sense, such justification efforts
have already been aggressively discussed in both fields
of empirical (archival) and experimental researches.
Then, in this paper we search for the conditions if
security market becomes efficient or not and the
conditions for obstructing informationally efficient
market by using experimental market in following
previous studies.

have some

market reflects information

Concretely, it is necessary to perform the verification
for the information efficiency of the market from two
sides. The one viewpoint is whether the market has the
ability to disseminate different information and the
other viewpoint is whether the market has the ability to
aggregate different information which has appeared on
the market. Qur idea in this paper is that cognitive bias
found in psychology also diffuses these two security
market abilities so that the market can not meet easily
the conditions of the informationally efficient market.

For instance, the market pricing process would be
disturbed by the psychological cognitive bias held in the
mind of investors. If that is true, security markets can
not carry out appropriate capital distribution function in
an economic society. That must be a severe problem
which cannot be overlooked for the accounting
disclosure policy making.

2) “Auditor Conservatism and Defensiveness”

BH ME (#MPRFREFUEM £

Auditor conservatism is referred as preference for
income-decreasing accounting choice (Kim et al 2003) or
lower threshold for issuing modified audit reports
(Francis and Krishnan 1999). This paper regards the
former as auditor conservatism but the latter as auditor
defensiveness, because the difference is important to
examine the auditors' decision making process in
issuing going concern opinions. The evidence reveals
that firms receiving going concern opinion in the event
period but clean opinions in the next period have larger
negative accruals than firms continuously receiving
going concern opinions. GC firms' managers are forced
to recognize negative abnormal accruals to start fresh
in the next period, because auditors prefer income-
decreasing accounting choice for conservatism.
Furthermore, the evidence indicates that firms audited
by Big 4 have less negative abnormal accruals than
those audited by non-Big 4. Big 4 auditors are more
defensive and they promptly issue going concern
opinion if they find any indications for firms' financial
distress. Large negative abnormal accrual can be an
indication for financial distress, and then this negative
relation implies Big 4 auditor defensiveness.

3) “Commentary Presentation”

“Regulation, Competition and Independence
in a Certification Society :Financial Reports
vs. Baseball Cards”

SUNDER Shyam (f =—/LKEFEXRFER %)

Mandatory certification of the financial reports of
publicly-held corporations by independent auditors has



been a key element in U.S. regulatory framework to
improve financial reporting. The economic consequences
of mandatory certification controversial.
Although each market is unique, comparative analyses
of certification services across markets can yield useful
insights into the value and consequences of mandatory
audit of financial reports. Using a framework for
analysis of certification services, we report: (1)
descriptive data about certification activity for a range of
private sector goods; (2) qualifications and interests of
experts who provide online certification or opinion for a

remain

fee; and (3) analysis of an online market for certification
of baseball card.

We find that (1) markets for certification services are
ubiquitous in the economy, many with potential for
conflicts of interest; (2) the grading scales vary from
pass/fail to 100 points with greater use of the former by
government agencies; (3) the unregulated market for
baseball card certification is dominated by firms who
also sell other services; (4) buyers of certification services
are willing to pay more for stricter grading; and (5) the
net returns to the purchase of stricter certification
services are higher, i.e., there is little evidence of a race-
to-the-bottom. These observations from unregulated
markets for certification services raise interesting
questions about several maintained assumptions about
the federal regulation of certification of corporate
financial reports (e.g., the importance of independence).

(@Human Resource Management and Japan
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On March 27th 2008 a workshop at Kobe University
Research Institute of Economics and Business
Administration was held about "International Human
Resources and Japan". This workshop was conducted
only in English language and the room at Shinkan
Building was full with around 40 people, consisting out
of master and doctoral students from Kobe University,
Kyoto University and Konan University, out of
professional executives from human resource
departments e.g. from Panasonic and Mitsubishi Fuso
and out of scientific scholars in this field.

For this event, five speaker came from all over the
world together for talking about the "challenges" in
Human Resource Management connected to Japan.

The first presentation was held by Dr. Markus
PUDELKO, from University of Edinburgh Management
School, Scotland. He presented a paper about three
different cultures, Japanese, US and the German and
presented empirical facts that the US culture is the

leading culture for German companies in Japan as well
as Japanese companies in Germany. His paper was partly
written in collaboration with Anne-Wil Harzing from
Melbourne University. The title of the presentation was
"Japanese Human Resource Management: Inspirations
from Abroad and Current Trends of Change".

The second presentation was held by Dr. Joerg
MAHLICH, from the Austrian Federal Economic
Chamber in Vienna, Austria. He delivered his speech
about pharmaceutical industries and presented evidence
that even if Japanese companies have many research
centers outside of Japan, the patents are predominantly
from researcher in Japan. They seem to lack connection
to these centers of excellence established out of Japan.
His title was "HRM in Japanese, German and the US
Subsidiaries. Are HRM practices converging?"

The keynote speech was then given by Prof. Mary
Yoko BRANNEN from San José State University, USA
who spoke about the "challenges" for Japanese Human
Resource Management, titled: "Global Talent
Management and Learning for the Future: Pressing
Concerns for Japanese Multinationals".

Prof. Dr. Philippe DEBROUZX, originally from Belgium
but coming from Soka University in Tokyo spoke about
women in Japanese companies and their problems of not
getting promoted or sent as expatriates to other
countries as easily as men. His paper was titled
"Diversity management in Japan' the case of women".
The last presentation on this day was given by Prof. Sue
BRUNING from Manitoba University, Canada and gave
an overview of International Human Resource
Management connected to Japan with the title
Human Resource Practices-
Organizational Performance Framework to include
International Human Resource Management Practices".

The workshop was chaired by Prof. Yasuhiro KANAI
from Kobe University and by Prof. Dr. LI Donghao from
Wakayama University.
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(Assessing Beliefs, Probabilities and Risks in Auditing)

This paper focuses on the comparative features of two
approaches that may be used to assess risk in auditing.
Audit quality can potentially be enhanced by improving
auditors' risk assessments. Auditors’ risk assessments
potentially can be improved in many ways including
making them more precise by using quantitative
assessments and making them more rigorous by relying
on theoretical constructs such as those based on
probability theory or the theory of belief functions.
However, improving either belief-based or probability-
based risk assessments depends on obtaining valid,
precise and reliable assessments.

To address this we examine auditors'
perceptions and performance when they make belief-
based or probability-based risk assessments. Based on
experiments conducted in the US and Japan, we find
that it is feasible to obtain both coherent probability-
based and belief-based assessments of risk and that the
qualities of these assessments generally are quite
However, these two approaches differ
significantly in some respects.

For example, the level of consensus in risk
assessments and the assessed strength of evidence are
significantly different between the two approaches in
some cases. In addition, both the auditors' risk
assessment levels and the assessed strength of evidence
are affected somewhat by what may be called 'country

1ssue,

similar.



effects’. Thus while probability-based or belief-based
risk assessments are more precise than conventional
categorical risk assessments and they are
quantitatively similar, each approach exhibits some
comparative advantages and disadvantages that need
to be considered in audit practice and research.
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