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Improving earnings quality:

The effect of reporting incentives and accounting standards
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9. Summary and conclusion

In this paper we investigate how reporting incentives and account-
ing standards affect earnings quality. To do so we use the setting of the
German capital market between 1994 and 2005, which allows us to
compare companies with different accounting standards, but in the
exact same market setting. Using an approach that allows for
investigation of reporting incentives based on timing of IFRS adoption,
we distinguish among three groups of self-selectors, namely, voluntary
adopters, early compliers, and late followers.
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