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Abstract
The world is still recovering from the worldwide financial crisis, which started in 2006 with the collapse of the bubble in the house market in the U.S. This study investigates the effect of this crisis on the relationship between corporate governance variables and management earnings forecasts properties for S&P 500 companies. In this research, two periods are tested, the pre-crisis period and the crisis period with normal regression formulas. The overall results indicate that the relationship between corporate governance variables becomes weaker in the crisis period. Consequently, can stating that corporate governance variables in a period of high uncertainty are less important. 
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1. Introduction

In 2006, the bubble on the house market in the U.S. collapsed. This collapse resulted in a worldwide financial crisis, with amongst others major stock declines and bankruptcies. Economies are still recovering from this financial crisis. In these times, much uncertainty exists and consequently the information asymmetry between the shareholders and the management increases. 

Because of this information asymmetry and the agency costs between managers and outside investors, firms engage in voluntary disclosure (Healy and Palepu, 2001). A part of voluntary disclosure is the management earnings forecasts, which are voluntary issued by the company. Firms engage in earnings forecasts due the several benefits; 
(1) 
Investors detect that the managers are anticipating future events and this will be 
translated in higher market values and

(2) 
The information asymmetry between management and outside investors is declined (Karamanou et al., 2005). 
Although costs of issuing a forecast exist; 
(1) The increased change of litigation and 
(2) The proprietary costs by issuing forward looking information (Karamanou et al., 2005). Consequently, managers have to outweigh the costs and the benefits whether to issue management earnings forecasts. 

In the U.S., research has performed on the relationship between corporate governance variables and voluntary disclosure. Most of these researches focused on the ownership structure of a company and the percentage of outside directors. Those studies show mixed results. In a paper by Beak et al. (2005), a negative relationship has found between managerial ownership and voluntary disclosure. In addition, a paper by Hossain et al. (2006) show that the ownership structure has an influence on voluntary disclosure behavior of quarterly foreign sales segment data, but this influence is small and not always significant. Studies, by Nagar et al. (2003) and Aggarwal et al. (2004), show no relationship between ownership structure and voluntary disclosure. Because in the scientific literature the relation between corporate governance and management forecasts in the U.S. are clearer and because of these mixed results of corporate governance on annual report disclosure, management earnings forecasts is chosen to use as a measurement of voluntary disclosure. A study by Anjinya et al. (2005) shows that firms with more outside directors and greater institutional ownership are more likely to issue a forecast and have an incentive to forecast more frequently. In addition these forecasts tend to be more specific, accurate and less optimistic. Another study by Karamanou et al. (2005) found that companies with more effective board and audit committee structures, managers are more likely to perform or update an earnings forecast. This forecast is more accurate. Overall, their results show that effective corporate governance mechanism is associated with higher financial disclosure quality. 
Those management forecasts have several characteristics, which in addition will be included in the methodology part of this research. The characteristics which are included are, (1) the frequency of the forecast, (2) the precision of the forecast, (3) the accuracy of the forecast and (3) the bias of the forecast. For corporate governance, the focus will be on the most important variables identified in studies. These are ownership structure, outside directors and board size, 
Prior research shows that better corporate governance structure are associated with more accurate, frequently and precise management earnings forecasts. In 2007, the financial crisis started and almost every country and companies were affected. In this time by investors, much uncertainty exists about the performance of the firm. Consequently, the information asymmetry in times of economic distress is increased. This research wants to investigate whether this association is disturbed in times of economic distress. 

The research question in this research answered; 
Is which way is the association of corporate governance variables on management earnings forecasts during the economic crisis changed?

Overall, several studies exists, which investigated the association between corporate governance and management earnings forecasts. Those studies will extend with more corporate governance variables, and whether in the economic crisis the association between those variables has changed. 
The sub-questions in this research will answer are;

1. What is the content of the term corporate governance? 
2. Which variables have a relation with corporate governance?
3. What are voluntary disclosures?
4. What are the antecedents, characteristics, and consequences of management earnings forecasts?
5. What is the relationship between corporate governance and management earnings forecasts? 
6. What is the relationship between corporate governance and voluntary disclosure?
The companies used in this research are listed companies in the U.S. These listed firms are selected from the S&P 500. The period in this research will contain a pre-crisis period and the crisis period. The period for the pre-crisis will be the years, 2004, 2005, and for the crisis period 2007, 2008, and 2009
. 

Although the association between corporate governance variables on management earnings forecasts is proved by literature, in addition this research will investigate this relationship. The reason for this is that it is better comparable when all the variables are equal and measured the same before the crisis period and in the crisis period. Another reason is that the period selected from the studies of Ajinkya et al. (2005) and Karamanou et al. (2005) are outdated. 

Less research has performed on the effect of economic crisis and voluntary disclosure behavior of companies. The outcome of this research can be that the companies with a better corporate governance structure provide more voluntary disclosure in times of economic distress and consequently, face fewer movements in stock prices and decline in firm value. Another outcome of this study can be that companies with a high level and low level of corporate governance structure both provide more voluntary disclosure in times of economic crisis. When this is the case, the corporate governance variables are of less importance in times of economic crisis. 

An outcome of this study can be that the companies with better corporate governance structure can distinguish themselves from companies with lower corporate governance structure in times of a financial crisis. In addition, it can be an indicator for standard setters to improve the corporate governance rules. Another point is that this research shows in which way companies behave in voluntary disclosure behavior in times of economic distress. In addition, this research is also important to show amongst others; the standard setters, the regulators and the shareholder the effect on a financial crisis on the association between corporate governance and management earnings forecasts. 

Suggestion for future research can be whether the companies with a low level of corporate governance structure, which enhance their voluntary disclosure behavior in times of economic distress, continue with this disclosure behavior. 

The structure of the paper is as follows in chapter 2; an overview is given of the accounting theories and the theory under which this research can be put. In chapter 3, the theoretical background about corporate governance and voluntary disclosure is comment. In chapter 4, the theoretical background of management earnings forecasts will comment. In chapter 5 prior researches is comment. Chapter 6 comments the research design. Chapter 7 is about the results and the descriptive statistics and the last chapter will contain the conclusion.
2. Theoretical background accounting theories

In this chapter, the types of accounting research will comment. The focus is on the positive accounting theory, because this theory is applicable to this research. This explanation will need to justify the subject of this research. The agency theory will discuss, because due this theory the demand of corporate governance mechanisms and voluntary disclosures arises. 
2.1. Accounting theories

In the scientific accounting literature many accounting theories exist, but no consistency exists which theory is the best and in which way these theories should be developed (Deegan et al., 2006,5) This has caused by the fact that many accounting researchers have different perspectives according on the role of accounting theory. One stream of researchers believe that the role of the accounting theory should explain and predict accounting phenomena (Deegan et al., 2006,6) Those stream of research is classified as positive research. This positive accounting research will further explain in chapter 2.2. Another theory is the normative accounting theory: this theory is observation based but on believes what should occur in specific circumstances (Deegan et al., 2006, 9). This theory is about prescribing circumstances and based on the beliefs and norms of the researcher. 

2.2 Positive Accounting theory

Watts and Zimmerman (1986) state that the Positive Accounting Theory a theory is designed to explain and to predict which firms use a particular accounting method and which firms will not use that method. The theory does not state which accounting method fits the best for a particular company. The focus of the theory is on the relationship between individual, which provide resources to an organization and how accounting can assists in the functioning of these relationships (Deegan et al., 2006, 207). An explanation of this relationship will comment in paragraph 2.2.2. However, in paragraph 2.2.1 the Efficient Market Hypothesis is explained, because of the major importance of this hypothesis for the development of the Positive Accounting Theory. 

2.2.1. Efficient Market Hypothesis

One important development for the Positive Accounting Theory is the development of the efficient market hypothesis (EMH). The assumption of EMH is that the capital market reacts in efficient and unbiased manner to public available information (Deegan et al., 2006). That public information comes from various sources, annual reports, interviews etc. Security prices reflect the information content of public available information, due to the competitive market, new released information will quickly reflect in the share price. Consequently, the capital market is efficient. Issued accounting results only affects the security prices, when the market has not anticipated those results before the issuance date. Due this, many sources of data used by the capital market, when the manager communicates contradicted other information. The market will question the integrity of the manager (Deegan et al., 2006, 2010). 

Three forms of the EHM exist; (1) the weak form, (2) the semi-strong form and (3) the strong form. The assumption of the weak form is that the security prices reflect only information based on historic information. The semi-strong form assumes that security prices reflect all public available information. The strong form assumes that the security prices reflect all the public information, but in addition the private information. For this research, the semi-strong form is adopted, because the weak form is found to be mostly consistent in the scientific literature (Watts et al. 1986).

Ball (2009) comment whether the EMH failed during the recent global financial crisis. Many researchers express critics on the EMH and state that the EMH is responsible for the current financial crisis. Regulators and financial executives care too little about verifying the value of the security prices; consequently, they failed to detect the ‘bubble’ (Ball, 2009). According to Ball (2009) all these critics is somewhat overstated. Although the EMH face some major limitations, however the EMH is not fully responsible for the financial crisis. Some limitations of the EMH according to Ball (2009) are; 

(1) EMH makes only statements about the demand side of the information market and not on the supply side.
(2) EMH models the information as an objective commodity that has the same value to all investors.
(3) Information processing and operating in market are assumed costless.
(4) EMH assumes that the market is always liquid
(5) Taxes are not incorporated in the EMH.
Those limitations show that the EMH considers the market in a simple view. Consequently, regulators, investors, managers etc. should not take this EMH literally. The EMH is a theory and every theory is an abstraction of the real world. Therefore, blaming the EMH responsible for the financial crisis is a somewhat simple thought. 

2.2.2. Agency Theory

The agency theory plays an important role for this research. The basis of the Positive Accounting Theory is the focus on the relationships between the individuals that provide resources to the firm and in which way how accounting can assist in the functioning of this relationship (Deegan et al., 2006, 207). The assumption of the theory is that all individuals act in their own interest, and increase their own wealth. The relationships concern the delegation of decision making from the principal to the agent. This relationship is the agency relationship. In a key paper from Jensen and Meckling (1976) the agency theory is developed and has defined as;

‘A contract under which one or more persons (the principal(s)) engage another person (the agent) to perform some service on their behalf which involves delegating some decision making authority to the agent’.
Due this agency relationship, because of the decision making delegation to another party agency costs resulted. The theory assumes that the agent (manager) act is his best interest; consequently, the principals (owners) will put mechanisms in place, which align their interests (Deegan et al., 2006). Those control mechanisms will reduce the agency costs that arise due the conflicting goals. In addition, managers have an incentive to set control mechanisms and enter in contractual arrangements, which reduce the ability to act in their own best interest (Deegan et al., 2006). To align the interests but also to maximize the wealth of the firm and the agent, the principal take action that will benefit the organization, those contracts are needed. Examples of control mechanisms are compensation schemes, direct monitoring (corporate governance), market for corporate control, securities laws, information intermediaries, voluntary disclosure (Healy and Palepu, 2001). Those control mechanisms are solutions for the agency problem. For this research, the agency problem plays an important role. In addition, corporate governance and voluntary disclosure arises due this agency problem. 

Three well-known hypotheses developed by Watts and Zimmerman (1990) are used in the Positive Accounting Theory. Those hypotheses explain and predict why a firm chooses to use a particular accounting method. The first hypothesis is the bonus plan hypothesis. This hypothesis indicated that managers, will reward with a bonus plan related to the accounting earnings, would have an incentive to increase the reported earnings (Deegan et al. 2006, 219). The second hypothesis is the debt/equity hypothesis. This hypothesis indicate that firms which are close to constraints in the debt covenants (high debt/equity ratio), have an incentive to choose an accounting method which increase the accounting earnings. The last hypothesis is the political costs hypothesis, which is of most importance for this research. Larger firms with high reported earnings are more sensitive to legal actions. Consequently, those firms will have an incentive to choose an accounting method that reduces the reported earnings (Deegan et al., 2006, 219). Consequently, those firms more conservative accounting methods will choose. Overall, managers will choose the accounting methods, which give the best balance of the confliction goals (Deegan et al., 2006, 247). 

2.3 Criticism of the Positive Accounting Theory

The Positive Accounting Theory is basis on explaining and predicting, but many researchers state that that is not enough. Prescribing is also an important need for the theory (Deegan et al., 2006, 247). Second criticism is that the Positive Accounting Theory is not value free, because the researchers assume that everyone act in their own best interests. Stating that, all actions will drive by self-interest, is the third criticism. Many researchers state this view of the human being is too simple and too negative (Deegan et al., 2006, 248). Another criticism of the theory is that the theory since 1978 not shows any development. The last criticism of the theory is that the theory is scientifically flawed (Deegan et al. 2006, 250). The hypotheses developed by Watts and Zimmerman are not scientific law according, because in many situations the three hypotheses are not supported and therefore rejected (Deegan et al, 2006, 250). Although those many criticism on the Positive Accounting Theory, by many researchers the theory is still used. Consequently, this research uses the Positive Accounting Theory as the basis. 
2.4. Summary

In the scientific accounting literature many accounting theories exists, but no consistency exists which theory is the best. For this research, the focus is on the Positive Accounting Theory that is designed to explain and predict which firms use a particular accounting method. An important development for the Positive Accounting Theory is the Efficient Market Hypothesis that assumes that the reaction of the market to public information is unbiased; consequently, the market is efficient. Although the EMH has limitations, the theory is found to be consistent in many studies.

The Positive Accounting Theory focuses on the relationship between individuals, which is called the agency relationship. Agency costs arise due the conflicting goals of the principals and the agents. This is caused due the underlying assumption that every individual acts in his best interest. Although the Positive Accounting Theory faces some criticism, the theory is still used by many researchers. In the next chapter, the theoretical background of corporate governance and voluntary disclosure will present, which are both two mechanisms to control the agency problem and the information asymmetry problem.

In this chapter, corporate governance and voluntary disclosure will comment. In the first paragraph, the definition of corporate governance will present. In paragraph 2.2, the demand for voluntary disclosure and corporate governance will comment. In paragraph 2.3 the incentives, determinants, and credibility of voluntary disclosure. 
3. Theoretical background corporate governance and voluntary disclosure
In this chapter, the definition of corporate governance will comment. Secondly, the demand for corporate governance and voluntary disclosure will comment. At least, the incentives and determinants of voluntary disclosure will comment. 
3.1. Corporate governance defined 

In the scientific literature different definitions exists of corporate governance. Shleifer and Vishny (1996) define corporate governance as a mechanism which should insure that the shareholder receive their investment back. A definition from Gillan and Starks (1998) is a system of laws, rules and other factors that control operations at a company. According to Gregory (2001) corporate governance is :
‘A relationship of the corporation to stakeholders and society and the combination of laws, regulations, listing rules, and voluntary private practices than enable the corporation to attract capital, perform efficiently in achieving the corporate objects and meet both legal obligations and general societal expectations’. 

Gillan (2006) divided corporate governance into two groups, the internal, and the external corporate governance mechanisms. Internal corporate governance falls into, (1) the board of directors, (2) managerial incentives, (3) capital structure, (4) bylaw and charter provisions and (5) internal control systems (Gillan, 2006). The board of directors is important tool in monitoring management. In prior scientific literature, many researchers used board of directors as variable to measure corporate governance. By managerial incentives, the compensation schemes play an important role. Those schemes can align the interests of owners and managers (Gillan, 2006). Most research on capital structure is about the question whether corporate governance mechanisms reduce the cost of debt. Bjoraj and Sengupta (2003) find that firms with stronger external monitoring and through effective corporate governance mechanisms has reward, with lower yields and superior bond ratings. Consequently, the cost of debt has reduced. 

According to Gillan (2006) external governance includes,

(1) law and regulation,
 (2) markets, which include capital markets, market for corporate control, labor markets and product markets, 
(3) provider of capital market information, 
(4) accounting, financial and legal services from parties external to the firm and 
(5) private sources of external oversight (Gillan, 2005). 
Firms are exposed to market forces, legal constraints and other sources of oversight for their corporate governance mechanisms (Gillan, 2006). Research topics for law and regulation of corporate governance will focused on the effect of rules changes and legal protections of shareholder and creditors (Gillan, 2006). Another important factor of corporate governance is the ownership structure. Consequently, many scientific literature investigated in which way ownership is divided in companies and the effect of ownership structure on other variables; voluntary disclosure, firm value and corporate performance. 
Aggarwal et al. (2007) investigated whether the U.S. has the best corporate governance system. They constructed a corporate governance score, based on corporate governance attributes on firm level. The analysis contains 44 corporate governance variables, which contain four main variables; board attributes, audit attributes, anti-takeover attributes and compensation and ownership attributes. The overall results show that on average U.S. companies have to best corporate governance mechanisms than other foreign countries. Board and audit committee independence are highly valued by investors (Aggarwal et al., 2007). 
3.2. Demand for voluntary disclosure and corporate governance 

There are several ways for a company to provide disclosure. A firm has to comply with mandatory disclosure, but can also engage to give additional disclosure. This additional disclosure is qualified as voluntary disclosure, and this can provide through management forecasts, analyst’s presentations, conference call, press releases, internet, and other corporate reports (Meek et al. 2001). A definition of voluntary disclosure given by Meek et al. (1995); voluntary disclosure is the free choice of management to provide accounting and other information deemed relevant to decision of outsider. As mentioned before in chapter 1 one a firm face agency costs. The demand for disclosure arises due the fact of an agency problem and an information problem between outside investors and managers. According to Hart (1995), corporate governance structures arise because of the same problems, the agency problem between the shareholders and management of a company and the transaction costs to solve this agency problem. In a large public company many shareholders of the company exist, which result in a delegation of control to a board of directors (Hart, 1995). The board of directors delegates this control to the management of a company. Another issue is that for all these shareholders, it is hard to monitor management by themselves (Hart, 1995). Therefore corporate governance structure have to come in place, otherwise managers will act in their own best interest and not in shareholders’ interest. Corporate governance mechanisms concern the control over managerial behavior (Hart, 1995). According to Gillan et al. (2003) there is a difference in agency costs across firms, consequently corporate governance structure differ across firms. The optimal trade-off for the corporate governance structure depends on the firms’ investment opportunities, competition, and regulatory requirements (Gilan et al. 2003).

The information problem arises due the fact that managers have more information about the company than outside directors, this result in information asymmetry between outside investors and managers. In disclosure studies has assumed that managers have superior information to outside investors on the future performance of a company (Healy et al. 2001). In the paper by Healy and Palepu (2001) several solutions for the information problem are given, (1) optimal contracts between outside investors managers, this gives the managers the incentive to full disclose their information and other solution is (2) more regulation which result in full disclosure of private information from managers. Due this information problem, a demand exists for intermediaries and rating agencies. 

3.3. Incentives and determinants of voluntary disclosure

3.3.1. Incentives

In the research of Healy and Palepu (2001) six forces are identified which affect the disclosure decisions of management. Those forces are identified based on prior literature and in this chapter, they will briefly explain. The first incentive is the capital market hypothesis; which indicates that the cost of capital can reduce, by reducing the information asymmetry by an increase in voluntary disclosure. The second incentive is the corporate control contest hypothesis; which indicates that managers will held accountable for poor stock performance. Managers use voluntary disclosure to explain the poor stock performance and to reduce the likelihood of undervaluation (Healy et al. 2001). The third incentive is stock compensation hypothesis; which indicates that, to reduce the change that the stock are under valuated, managers with stock compensation are more likely to increase their voluntary disclosure behavior. The fourth incentive is the litigation cost hypothesis; which indicates that managers, when legal action exists against managers for inadequate or untimely disclosure increase their voluntary disclosure. . However, litigation can also reduce voluntary disclosure, because of the increase in risk of litigation by issuing forward-looking information. The fifth incentive to disclose voluntary is the management talent-signaling hypothesis; which indicates that, to show their ability to anticipate future information, talented mangers have an incentive to publish more voluntary earnings forecasts. The last incentive is the proprietary cost hypothesis that state the companies will not disclose information that have an influence on their competitive position.

3.3.2. Determinants and economic consequences of voluntary disclosure

Meek, Roberts and Gray (1995) identified factors that influence the voluntary disclosure of strategic, non-financial, and financial information in the annual reports of a company. The study identified seven variables that create an explanation of voluntary disclosure. The first variable is firm size, it can be concluded that large firms disclosure more information (Meek et al. 1995). The second variable investigated is the country/region the company is stated. Continental European countries provide more strategic information than British and U.S. companies, due the more regulated environment in the U.S (Meek et al. 1995). Industry is the third variable. Companies face proprietary costs and those differ across industries. Consequently, the engagement in voluntary disclosure also differs. Another variable is the international listing status. Due international listing, the pressure for disclosure is increased; consequently, disclosure will increase (Meek et al. 1995). The other variables identified are not significant in the study of Meek et al. (1995). Those other variables are; leverage, profitability and extent of multinational operations.

Voluntary disclosure also causes some economic consequences for a company. Healy and Palepu (2001) stated three economic consequences; (1) improved stock liquidity, (2) reduced costs of capital and (3) increased information intermediation. Those consequences will extensively explain in the chapter of management earnings forecasts.

3.4. Summary

Corporate governance is a system of laws, rules and other factors that control operations in a company (Gillan et al., 1998). The demand for this control system arises due the agency problem between outside investors and management of a company. Due the agency problem, information asymmetry exists. Due voluntary disclosure management can decrease this information asymmetry and agency costs. Healy and Palepu (2001) identified also other reasons to engage in voluntary disclosure; (1) corporate control contest hypothesis, (2) stock compensation hypothesis, (3) litigation cost of hypotheses, (4) management talent hypothesis and (5) proprietary costs hypotheses. This chapter gives the definition of the term corporate governance and voluntary disclosure. When a firm engage in voluntary disclosure this will cause economic consequences, such as a lower cost of capital, increased information intermediation and improved stock liquidity. 
The next chapter is about the theoretical background of management earnings forecasts. 

Theoretical background: Management earnings forecasts
This theoretical background about management earnings forecast is built upon a framework given by Wiedman (2000) and Hirst et al. (2008). The study of Hirst et al. (2008) presents an overview of the completely scientific management earnings forecast literature and identified the antecedents, characteristics, and consequences of management earnings forecasts. In this chapter, the same framework will use. First, the definition of management earnings forecast will comment. Secondly, the antecedent of management earnings forecasts will comment. Thirdly, the consequences of management earnings forecasts will comment. 

4.1. Definition management earnings forecasts
Sound financial disclosure decreases the agency problem and information asymmetry problem between management and shareholders. Consequently, poor disclosures mislead shareholders and affect the wealth of those shareholders and the value of the company (Karamanou et al., 2005). Companies providing sound financial voluntary disclosure can distinguish themselves from companies with poor financial voluntary disclosures. As explained before, companies can engage in different types of voluntary disclosure. Through management forecasts, analyst’s presentations, conference call, press releases, internet sites and other corporate reports (Meek et al., 2001). For this research, the focus is on voluntary disclosure through management earnings forecasts. Hirst et al (2008) state that management earnings forecasts are voluntary disclosures that provide information about expected earnings for a particular firm. It is one of the key mechanisms, by which managers establish or alter market expectations, anticipate litigation costs and influence their reputation for accurate and transparent reporting (Hirst et al., 2008). Earnings forecasts can issue in advance of quarterly and annual earnings releases or after the accounting period but before the announcement of earnings, called earnings pre-announcements (Hirst et al., 2008). Companies can also provide earnings warnings, which indicate a substantial shortfall from expected earnings (Kaznik et al., 1995). When the firm has decided to issue a management earnings forecast, management can choose different attributes regarding the management earnings forecasts (Hirst, 2008). Those attributes of the forecasts will call the characteristics of the management earnings forecast. Six characteristics are identified;

(1) The frequency of the forecasts, 
(2) Good vs. bad news forecasts, 
(3) Precision and form of the forecast 
(4) Accuracy, bias, and credibility of the forecast 
(5) Standalone forecasts or bundled forecasts and 
(6) Aggregate or disaggregate forecasts (Hirst, 2008 and Truong, 2008).
Managers have a decision to issue three different types of forecasts: (1) good news forecasts, (2) bad news forecasts (3) confirming forecasts that are equal to the market expectations (Hirst, 2008). Managers have also the possibility to choose the form of the forecasts. Forecast can exist in quantitative form, which can occur as numerical point, range, minimum or maximum estimates or the forecasts can be non-numerical, quantitative (Hirst, 2008). Forecasts are accurate when the forecasts are close to actual earnings. Managers can choose to give additional information with their forecasts, to increase the credibility of the forecasts (Hutton et al., 2003). Aggregated forecasts contain only the bottom line net income forecast. In addition, disaggregated forecasts contain information for other line items of the income statement (Chen et al., 2008). 

4.2. Antecedents of management earnings forecasts

Hirst et al. (2008) define antecedents as factors that exist at the time the manager makes the decision to issue a forecast. Those antecedents influence the decision of the manager whether the company will issue a forecast or not. An important notion is that the antecedents have an influence on the forecast characteristics and consequences. Conversely, forecast consequences have also influence on the forecast decision and forecast antecedents. Consequences in the prior period are antecedents in the subsequent periods (Hirst et al. 2008).

Those antecedents will divide in three groups 
(1) The external corporate governance mechanisms

(2) The internal corporate governance mechanisms and 
(3) Other firm characteristics (Truong, 2008). 

Based on Hirst et al. (2008) and Truong (2008) those groups will divide in several antecedents. The external corporate governance mechanisms will divide in; 
(1) Legal and regulatory environment, 
(2) Analyst following and investor behavior and 
(3) Ownership structure. 
The internal corporate governance mechanisms will divide in; 
(1) Board characteristics and
(2) Managerial incentives. 
Other firm characteristics will divide in; 
(1) Information asymmetry, 
(2) Litigation risk and 
(3) Proprietary costs. 
Management earnings forecasts are voluntary disclosures, although the legal and regulatory environment can have an influence on the decision to issue a forecast. The U.S. environment is a litigious environment consequently; this has an influence on the decision to issue a forecast (Baginski et al., 2002). Earnings forecasts have an influence on analyst and investors behavior. The information gathered by analysts is from public and private sources. Analysts evaluate the current performance of a firm, make earnings forecasts about that firm, and communicate recommendations to investors, to sell, buy, or hold that stock (Healy and Palepu, 2001). Analysts are qualified as representing or influencing investors’ beliefs. Consequently, companies with more analysts’ following in addition have more investor following (Lang et al., 1996). Managerial incentives play also an important role in the decision of publishing forecasts. Managers are often motivated to issue management earnings forecasts, to reduce the information asymmetry problem and the agency problem between managers and outsiders (Hirst et al., 2008). Another possibility is that managers issue forecasts for reasons that are consistent with their own self-interest and incentives (Hirst et al., 2008). 

The disclosure policy chosen by firms is constrained by the costs of voluntary disclosure. The two costs associated with disclosure are the litigation costs and the proprietary costs (Anjinkya et al., 2005). Firms outweigh the costs and the benefits of disclosure for their disclosure policy. One cost associated with disclosure is the proprietary cost. Due that information disclosed by competitors can be used to make entry or exit decisions or determine their response to the strategy of the disclosing firm, proprietary costs arise (Ajinkya et al., 2003). An important notion is that management earnings forecast contain less information that is relevant for competitors. The announcement of new products or strategic alliances is of more importance to competitors (Anjinkya et al., 2003).
Board characteristics, ownership structure will comment in chapter 5, because those two antecedents are of great importance for this research and therefore much scientific literature is needed to explain this importance. 
4.3. Consequences of issuing management earnings forecasts

Issuing management earnings forecasts are a voluntary decision of management. A firm will only issue a forecast, when the consequences of those forecasts are positive for the firm. As explained before six forces are identified which affect the disclosure decision of management. According to Hirst (2008), a firm faces several consequences or forces of issuing a forecast; 

(1) Stock market consequences

(2) Litigation costs consequences

(3) Information asymmetry consequences

(4) Cost of capital consequences

(5) Managerial incentives

(6) Proprietary costs consequences

Those consequences are very closely related to the six forces identified by Healy and Palepu (2001), which are explained in chapter 2. 

4.4. Summary

In this chapter, the theoretical background of management earnings forecasts is comment. Management earnings forecasts are voluntary disclosures that provide information about expected earnings for a particular firm. The decision to issue a forecast is influenced by the antecedents; which are factors that exist at the time the managers makes the decision to issue a forecast. Those antecedents are divided in (1) external corporate governance mechanisms, (2) internal corporate governance mechanisms and (3) other firm characteristics. When the decision is made to issue a forecast, management can choose from different attributes for their forecast. After issuing the forecast, this will cause some favorable consequences for the firm. In the next chapter, the prior studies of management earnings forecasts and corporate governance are comment. In addition, the antecedents, characteristics, and consequences are extensively commented by discussing prior scientific literature.

Prior studies 
In this chapter, the previous studies of corporate governance and management earnings forecasts are described. First, the characteristics of management earnings forecasts will comment. Those studies use different approaches to measure corporate governance and voluntary disclosure. The focus is on the association of corporate governance on management earnings forecasts in the U.S., but also some studies of corporate governance on voluntary disclosure in the U.S. and other countries are comment. Secondly, this chapter will comment on the characteristics of management earnings forecasts. Thirdly, this chapter will comment on the other studies that investigated the relation between management earnings forecasts and other variables. Those other studies are important, due the fact that the variables investigated are included in the research model as control variables. For this paragraph 

This research is going to investigate the effect of corporate governance on management earnings forecasts in a financial crisis, but this is less investigated. The last paragraph will contain prior research on management earnings forecasts and the financial crisis.  

By discussing all these prior research, the hypotheses of this research are developed. 
5.1. Corporate governance and management earnings forecasts

Two studies investigated the relationship between corporate governance and management earnings forecasts in the U.S. Ajinkya et al. (2005) investigated the association between outside directors, institutional investors and the properties of management earnings forecasts. Outside directors can mitigate the managerial self-interest; can influence the decision to issue a management earnings forecast and act in the interest of the shareholders (Anjinkya et al., 2005). The sample used comes from the Corporate Investor Guidelines database and gives all the forecasts issued. Ajinkya et al. (2005) studied the period 1997-2002. The properties of forecast Ajinkya et al. (2005) tested are, the likelihood, the frequency, precision, accuracy and the bias in the forecasts. Corporate governance is measured by the percentage of outside directors and the percentage of stocks hold by institutions. Ajinkya et al. (2005) also incorporate control variables; (1) firm size, (2) Big4 auditor, (3) analyst following, (4) litigation risk, (5) proprietary costs, (6) reported loss in current period, (7) number of days between the forecast date and fiscal year end, (8) earnings surprise, (9) deviation analyst forecasts, (10) News. In addition, when the current EPS is greater than the previous period they used EPS, (11) earnings volatility (12) market risk, measured by beta, (13) debt/equity ratio, (14) performance measurement by dividend yield, and (16) liquidity. The findings of the study indicate that institutional ownership and firms with more outside directors are more likely to make a forecast (Ajinkya et al. 2005). The forecasts are more frequent, more specific more accurate and less biased. Overall, the results suggest that monitoring mechanisms are related to the quality and likelihood of management earnings forecasts (Ajinkya, 2005). 

Karamanou and Vafeas (2005) studied the association of corporate boards and audit committees on management earnings forecasts. Karamanou and Vafeas (2005) conducted this study due the regulatory reforms in the U.S. Due the financial disclosure scandals in the U.S; Enron and WorldCom, those regulatory reforms were needed (Karamanou et al., 2005). The Securities and Exchange Commission (SEC) and U.S congress focused on the need of more effective corporate boards and more transparency and quality of financial information provided by firms (Karamanou et al., 2005; Anjinkya et al., 2005). This resulted in the Blue Ribbon Committee’s (1999) report and the Sarbanes Oxley Act (SOX), which contains strict rules and regulation on the functioning of the board of directors and audit committees.  

Corporate boards are responsible for monitoring management performance and financial disclosure of the company. Karamanou and Vafeas (2005) investigated the association between corporate boards, audit committees, and management earnings forecasts. The sample Karamanou et al. (2005) used is companies listed from the S&P 500 from 1995 and the forecasts issued from 1995-2000. The forecasts properties Karamanou et al. (2005) measured are the likelihood, the precision, the accuracy and the market reaction of the management earnings forecasts. Corporate boards is measured by the percentage of outside directors, frequency of board meetings, percentage shares hold by insiders and percentages of shares hold by institutions. Audit committees are measured by the percentage of committee outsiders, percentage of committee member with financial expertise, committee size and the frequency of audit committee meetings (Karamanou et al. 2005). This study incorporate also control variables; whether the forecast contain bad news, analysts following, total assets as indicator for firm size, analysts forecast dispersion and kind of industry. The results indicate that firm with better corporate governance mechanisms are more likely to make or update a forecast, especially for forecasts that contain bad news. Forecasts precision of bad news forecasts decreases when the firm is better governed (Karamanou et al. 2005). Better-governed firms make also more accurate forecasts. Institutional ownership is associated with an increase in management earnings forecasts. Lower inside ownership is associated with more forecasts (Karamanou et al., 2005). Companies with greater inside ownership make less accurate and less precise forecasts. As least, the market reaction to forecasts of better-governed firms shows that investors have more confidence in forecasts from better-governed firms (Karamanou et al. 2005). 
Other studies also investigated the association between institutional ownership and voluntary disclosure. Firms with subsequent increases in their disclosure, experience an increase in institutional ownership (Healy, Hutton and Palepu, 1999). Institutions can divide into two different characteristics; the aggressive institutions and the dedicated institutions (Bushee et al., 2000). Aggressive institutions value voluntary disclosure more than dedicated institutions. Consequently, the results of Bushee and Noe (2000) indicated that aggressive institutions invest more in firms with greater voluntary disclosure. Dedicated institutions value greater voluntary disclosure not as a significant factor for their investment decision (Bushee et al., 2000). 
5.2. Corporate governance and voluntary disclosure in the U.S.
Baek, Johnson, and Kim (2005) studied the effect of managerial ownership on the extent of voluntary disclosure. The sample contains 374 companies from the S&P 500 of 2000 and studied fiscal year 2000. Voluntary disclosure is measured by the S&P transparency and disclosure worldwide survey (Baek et al., 2005). Those surveys are divided in three categories; (1) ownership structure and investor relations, (2) financial transparency and information disclosure and (3) board and management structure processes. Corporate governance is measured by; (1) level of outside block holders, (2) compensation level, (3) level of outside directors, (4) level of institutional ownership, (5) level of corporate control (Baek et al., 2005) The level of corporate control measures the experience the firms has with mergers and acquisitions. The control variables used are; (1) industry, (2) level of debt, (3) firm performance and (4) firm size. The results show a negative relationship between inside ownership and voluntary disclosure. An increase in the percentage of outside directors, results in an increase of all types of voluntary disclosure (Baek et al., 2005). 

Hossain, Marks, Mitra (2006) studied the effect of ownership structure on the decision to disclose quarterly foreign sales data. The sample contains U.S. multinationals and the issued forecasts in the years 1996, 1997 and 1998. Ownership structure is divided into institutional ownership, managerial ownership and block-holder ownership. Block holder ownership is defined as shares hold by shareholders who own at least 5% of the outstanding shares (Hossain et al., 2006). Voluntary disclosure is the dependent variable and measured by reviewing the quarterly earnings announcements. The control variables included in the model are; CEO compensation level, firm size, leverage, growth opportunity, multinational, analysts following and firm performance (Hossain et al., 2006). The results indicate that companies with more institutional, managerial and block holder ownership make less voluntary quarterly earnings announcements. 

5.3 Corporate governance and voluntary disclosure in other countries

Many studies examined the impact of corporate governance and voluntary disclosure in other countries than the U.S. (Ho et al., 2001; Chau et al., 2002; Eng et al., 2003; Gul et al., 2004; Huafang et al., 2007; Zourarakis, 2009) Discussion of this articles is not that extensive as the prior studies conducted in the U.S. Many studies of the effect of corporate governance on voluntary disclosure are conducted in Asia countries. This is caused by the Asian financial crisis in 1997 till 1998, which created the awareness of effective corporate governance mechanisms and the need of transparency in the financial markets and the firms (Ho et al., 2001). 
Ho and Wong (2001) studied the relationship between corporate governance variables on the extent of voluntary disclosures in Hong Kong. Corporate governance variables include the percentage of outside directors, CEO/ chair duality and the percentage of family members on the board. The existence of an audit committee is also tested, because the committee is a voluntary choice of a company. A disclosure index is constructed to measure the extent of voluntary disclosure. The results indicate that with the existence of an audit committee, the extent of voluntary disclosure increases (Ho et al., 2001). Family members in the board, causes a decrease in the extent of voluntary disclosure. Chau and Gray (2002) investigated the relation of ownership structure on corporate voluntary disclosure in Hong Kong and Singapore. Voluntary disclosure is measured due content analysis of the annual reports. More outside ownership is associated with an increase in voluntary disclosure (Chau et al., 2002). Eng and Mak (2003) also investigated the association of corporate governance on voluntary disclosure in Singapore. The focus of the study is on managerial ownership and block holder ownership. A new ownership variable is governmental ownership. The other corporate governance variables are Board composition, which will measure by the percentage independent directors in the board. The overall results indicate that lower managerial ownership and significant governmental ownership are associated with lower voluntary disclosure (Eng et al., 2003). Percentage of outside directors leads to a decrease in corporate disclosure. Block holder ownership is not associated with corporate disclosure. Gul and Leung (2004) investigated whether CEO duality and the percentage of expert outside directors is related to voluntary disclosure. CEO duality arises when the CEO is also leader of the board (Gul et al. 2004). The results indicate that when the CEO is also leader of the board the firms make less voluntary disclosure. However, this result becomes weaker when there are more expert outside directors (Gul et al., 2004). Another study conducted by Huafang and Jianguo (2007) investigated the effect of ownership structure, board composition and the extent of corporate voluntary disclosure in China. Their results also show that an increase in independent directors, higher managerial ownership, result in an increase in disclosure (Huafang et al., 2007). CEO duality is negatively related to the extent of voluntary disclosure. Zourarakis (2009) studied the effect of corporate governance on the voluntary disclosure of intellectual capital in the U.K.. The results indicate that British firms with more institutional ownership provide less voluntary disclosures and size and industry have a significant influence on voluntary disclosure (Zourarakis, 2009). 
5.4. Corporate governance and voluntary disclosure in times of a financial crisis
The credit crisis start in 2006 with the collapse of the house bubble in the U.S, consequently prices felt down en security prices dropped extreme. Financial institutions were hardly damaged and had to write off millions of U.S. dollars. The world is, has still recovering from this extreme crisis. The financial crisis caused several major development and awareness of standard setters, regulators, investors, managers etc. Consequently, it is important to investigate whether the recent financial crisis, caused changes in existing relations. The relation between corporate governance and voluntary disclosure in times of a financial crisis is less investigated. Leung and Horwitz (2009) studied the effect of corporate governance on firm value during a financial crisis in Hong Kong. Hong Kong has a similar legal history and financial infrastructure than the U.S. (Leung et al., 2009). Consequently, the authors state that the results of their study are comparable with the effect of corporate governance on firm value during the financial crisis in the U.S.. The findings indicate that companies with more shares owned by insiders experience a smaller stock decline during the Asian financial crisis (Leung et al., 2009). Outside directors with higher stock ownership also have a positive effect of firm performance during the financial crisis. Overall, the conclusion can be made, that a better corporate governance structure is associated with a smaller decline in firm value during a financial crisis. 
Shivakumar et al. (2010) studied the importance of management earnings forecasts for the credit markets during the financial crisis. The usefulness of management earnings forecasts for credit market differ from the usefulness for equity markets, but in the study is indicated that credit markets should responds to those management earnings forecasts (Shivakumar et al., 2010). Consequently, those forecasts are also useful for credit markets. The results indicate that the credit market valuate the forecasts more relevant during periods of high uncertainty, as experienced in the recent financial crisis (Shivakumar et al., 2010). 

5.5. Forecast characteristics

As mentioned before, when a manager decided to issue a forecast, several characteristics can be used for the particular forecast. Here below those characteristics and scientific literature on these characteristics will comment.
5.5.1. Good news vs. bad news forecasts 

Managers have a decision to issue three different types of forecasts; (1) good news forecasts, (2) bad news forecasts or (3) confirming forecasts that is equal to market expectations (Hirst, 2008). Kothari et al. (2009) investigated whether managers delay the disclosure of bad news relative to good news. Several incentives are indicated which have influence on the delay of bad news forecast. Those incentives indicated are the managerial incentives and the agency problem between management and outsiders (Kothari et al., 2009). Incentives for disclosing bad news early are for example, compensation schemes and litigation costs (Kothari et al., 2009; Aboody et al., 2000; Field et al., 2005). The results of the study indicate that on average managers delay the release of bad news to investors (Kothari et al., 2009). In contrast, Skinner (1994) showed that firms anticipate negative earnings surprises more frequently than other earnings releases, due the reputation and litigation costs effects. Baginski et al. (2003) also show that managers give more explanation on bad news forecasts.

5.5.2. Precision and form of the forecast

When the manager decided to issue a forecast, there are different forms for a forecast. Earnings forecasts can be quantitative or qualitative. Baginski and Hassel (1997) investigated the determinants of forecast precision. The precision of forecasts decrease when the time horizon is increasing, with more variability in the firms’ earnings and with firm size. (Baginski and Hassel, 1997; Bamber et al., 1998) The forecast become more precise, when the firms face more analysts following. Bamber and Cheon (1998) find that companies facing more legal liability and high proprietary costs publish less specific forecasts. Ajinkya et al. (2005) find that companies with more outside directors published more specific forecasts. In contrast, Karamanou et al. (2005) find that better governed firms make less precise forecasts, but this holds only with bad-news forecasts. This can be explained by that better governed firms are more mindful to mislead not their shareholders. By given more precise bad-news forecasts, the chance of inaccuracy increases, consequently the litigation risk increases (Karamanou et al., 2005). 
5.5.3. Accuracy versus bias and credibility of a forecast

The forecast is accurate when the forecast is close to the actual earnings (Hirst, 2008). Managers have an incentive to bias their forecasts, but the managers are constrained because investors can use the prior earnings report to compare the forecasts with the prior forecasts (Rogers et al., 2005). Managers have several incentives to bias their forecasts. According to Roger and Stocken (2005) when the credibility of the forecast is harder to assess, managers of financially distressed firms issue more optimistic forecasts than managers of healthy firms and managers of firms in concentrated industries issue more pessimistic forecasts than forecasts for less concentrated industries. Managers have an incentive to upwardly bias their forecasts, when the company is in financial distress, due  the fact the manager’s position or the firm’s continuity is not sure anymore (Koch, 2002). Employment concerns, implicit contract, and equity wealth create also incentives to issue optimistic forecast (Koch, 2002). In contrast, Hui et al. (2009) state that managers in their bad news forecasts incorporate accounting conservatism.

Rogers and Stocken (2005) also state the firms make more biased forecasts, when it is harder for investors to assess the credibility of those forecast. Skinner (1994) state that managers have incentives to be more conservative in forecasts than optimistic, due the fact the litigation risk is greater for optimistic forecasts. Firms with higher institutional ownership, more outside directors, and effective audit committee’s make also more accurate and less biased forecasts (Karamanou et al., 2005; Ajinkya et al., 2004). 

5.5.4. Standalone versus bundled. 

Earnings forecasts can accompany with other information. Hutton, Miller, and Skinner (2003) believe that extra information will improve the credibility of the forecast. The results of the study indicate that supplementary statements have not affect the information of bad news forecast. Good news forecasts must have supplementary forward-looking information to be informative (Hutton et al., 2003). Managers can increase the credibility of the good news forecasts when extra information is given. 

5.5.5. Forecasts that are aggregated or disaggregated 

Disaggregated forecasts contain forecasts for other line items of the income statement (Chen et al., 2008). Aggregated forecasts contain only the bottom line net income forecast (Hirst, 2007). Hirst (2007) investigated whether the disaggregated forecasts affect the credibility of the forecasts. The findings indicate that disaggregated forecasts are more credible than aggregated forecasts. Chen (2008) studied the effect of disaggregated forecasts on the accuracy and bias of management earnings forecasts and what is the market reaction to those different forecasts. The results indicate that disaggregated good news forecasts do not differ in bias and accuracy of aggregated good news forecasts. In contrasts, disaggregated bad news forecasts are less accurate and more biased than aggregated bad news forecasts (Chen, 2008). The stock market react the same to disaggregated good news forecast and aggregated good news forecasts. However, the market responds more negatively forecasts that are disaggregated than aggregated bad news forecasts (Chen, 2008). 

5.6. Management earnings forecast and other variables

As explained before, antecedents influence the decision to issue a forecast. Hirst (2008) and Truong (2008) identified those antecedents. Board characteristics and ownership structure are extensively explained in the previous paragraphs. However, other antecedents have an influence on management earnings forecasts and those antecedents are taken in consideration for this research. The antecedents are divided in external corporate governance mechanism, internal corporate governance mechanism and other firm characteristics. The external corporate governance mechanisms contain (1) legal and regulatory environment and (2) analyst following and investor behavior. The internal corporate governance mechanisms are about managerial incentives. Other firm characteristics are about; (1) information asymmetry, (2) litigation risk and (3) proprietary costs. 

5.6.1. External corporate governance mechanism: Legal and regulatory environment

A study by Baginski et al. (2002) finds empirical evidence that differences exist in management earnings forecasts disclosure in the U.S. and in Canada. These differences are caused by difference in the legal environment of those countries. Shareholders can bring lawsuits against the companies in U.S and Canada. When the stock is facing a large stock price decline, the shareholders argue that managers failed, due disclosing promptly bad news and start with a lawsuit against the company. Those lawsuits from the shareholders are more favorably settled in the U.S. than in Canada (Baginski et al., 2002). In addition, litigation costs are important factors to take in consideration. The U.S environment is much more litigious than the Canadian environment, these results in a decrease of management earnings forecasts disclosures (Baginski et al., 2002). The litigation aspect will further explain in paragraph 5.6.5.
5.6.2. External corporate governance mechanism: Analyst following and investor behavior

Analysts use much information directly from the firms, consequently when more followed by analysts firms issuing more management earnings forecasts (Lang et al., 1996). Lang and Lundholm (1996) investigated the relation between the disclosure practices, number of analysts following and characteristics of analysts’ earnings forecasts. The results show that an important determinant of analyst following is the engagement in disclosure by the companies (Lang et al., 1996). Firm that publish disclosure that are more informative, have more analysts following, more consensus among analysts and more accurate and less variable earnings forecasts (Lang et al., 1996). A study by Baginksi and Hassel (1997) shows that companies with more analysts’ following publishes more precise earnings forecasts. Management earnings forecast are valuable to investors and contains new information that have an influence on the stock prices (Hirst, 2008). 
The market reaction is more negative when disaggregated forecasts exists and contains bad news (Chen, 2008). However, the market makes no difference in aggregated good news forecasts and disaggregated good news forecasts (Chen, 2008). Hutton et al. (2003) investigated the market response when managers give additional information with the forecast. The results indicate that bad news forecasts are informative without additional information, but for good news forecasts, additional information makes the forecasts more informative. Another study by Hutton et al. (2007) investigated the reaction of the market, taken into account the prior forecasting reputation of companies. This forecast reputation is measured by the accuracy and the frequency of the forecasts issued. Due accurate and frequent forecasts, a company can build up a forecast reputation (Hutton et al., 2009). The findings show that investors’ reaction is greater when the company has a forecasts reputation (Hutton et al., 2007). This result holds also for forecasts that contain earnings surprises. The reaction of the market due increased voluntary disclosure is improved stock liquidity, increased stock performance and more analysts following (Healy et al., 1999). Overall, the market reaction differs due the characteristics of the forecasts management has chosen. By investors, more accurate, less biased, and forecasts that are, more precise are favored. 

Several studies indicate that firms with more earnings forecasts have more analysts following (Lang et al., 1996; Graham et al., 2005; Wang et al., 2007). 

5.6.3. Internal corporate governance mechanism: Managerial incentives

Managerial incentives can related to the compensation scheme of the manager or inside ownership of shares. Those incentives influence the disclosure decisions of managers (Hirst et al., 2008). Nagar et al. (2003) examined the association between managers’ disclosure decisions and their stock-based incentives. The agency problem can mitigate when the compensation scheme will directly relate to disclosure activity or stock prices (Nagar et al., 2003). When compensation depends on stock prices, managers have the incentive to disclose good and bad news. Good news disclosure will boost the stock prices; consequently, compensation level is increased (Nagar et al., 2003). In addition, bad news disclosure will encouraged due the fact that non-disclosure is not favored by investors (decrease in stock price) and the litigation risk of not disclosing bad new (Nagar et al., 2003). Nager et al. (2003) find that stock price-based compensation play a role to improve price information through disclosure.

Another study by Aboody and Kaznik (2000) investigate whether management time their voluntary forecast disclosure around stock option awards. The value of those stock option awards depends on the stock price of the award date (Aboody et al., 2000). Results show that managers issue bad-news earnings forecasts around stock option awards, which result in a decrease in stock price and take that advantage of lower strike price on managers’ option grants (Hirst et al., 2008).
5.6.4. Other firm characteristics: Information asymmetry

Coller and Yohn (1997) investigated whether the decision to issue management earnings forecasts is related to information asymmetry in the market for the firm’s stock. Consequently, Coller and Yohn (1997) investigated whether an issued management earnings forecast reduces the information asymmetry in de market. Information asymmetry is measured by the bid-ask spread, which arises for a portion due the asymmetric information in the market. The bid-ask spread widens when there is greater information asymmetry in the market and decreases when the management earnings forecasts are effective (Coller et al., 1997). The results of the study show that managers’ issue forecasts to reduce the information asymmetry (Coller et al., 1997). Firms issuing forecasts face greater information asymmetry than non-forecasting firms, but this difference will eliminate after issuing the forecast. Overall findings support that management forecasts are effective in reducing information asymmetry in the market for the stock of the firm (Coller et al., 1997). Another study by Kanagaretman, Lobo, and Whalen (2007) investigated also the relationship between information asymmetry and earnings announcements, but extended the research of Coller and Yohn (1997) with the effect of corporate governance mechanisms on information asymmetry. The results indicate that firms with better corporate governance face lower information asymmetry around quarterly earnings announcements (Kanagaretman, 2007). In addition, the changes in the level of the information asymmetry are also smaller for better corporate governance firms. Diamond and Verrechia (1991) investigated whether an increase in voluntary disclosure affects the information asymmetry and the cost of capital of a particular firm. When information asymmetry is decreased, the cost of capital decreases (Diamond et al., 1991). The findings indicate that increased disclosure improves future liquidity and reduces the cost of capital (Diamond et al. 1991). 

 5.6.5. Other firm characteristics: Litigation cost

A cost associated with voluntary disclosure is the litigation cost. The study of Bamber and Cheon (1998) indicate that when a company is facing a high exposure to legal liability, the forecasts issued are less specific. This can explained by the fact that specific forecasts encompass a smaller range of outcomes and have an increased chance to be inaccurate (Bamber et al., 1998).

In the literature there is no consistency whether legal liability increases or decreases due voluntary disclosure. In the paper of Francis, Philbrick, and Schipper (1994), the results indicate that no relationship exists between preventive voluntary disclosure and a decrease is litigation risk. However, another study by Skinner (1994) indicates that preventive voluntary disclosures can decrease the probability of a lawsuit. Field, Lowry and Shu (2005) also indicate that firms facing higher litigation risk, are more likely to issue earnings warnings and firms issuing earnings warnings face a decrease in litigation risk. Rogers and van Buskirk (2009) investigated whether firm chance their disclosure pattern after being litigated. Their evidence suggests that litigated managers see that a higher level of voluntary disclosure does not reduce the expected cost of litigation (Rogers et al., 2009). 
5.6.6. Other firm characteristics: Proprietary costs

The other cost that a company faces with voluntary disclosure is the proprietary costs. A study by Bamber and Cheon (1998) investigated the effect of proprietary costs and the decision to issue management earnings forecast. This study assumed that earnings forecasts contain information that is relevant for competitors. Proprietary costs will measure by growth opportunities and product-market concentration ratio’s (Bamber et al., 1998). The results show that companies with low proprietary costs are more likely to issue forecasts in press releases and companies with a higher product-market concentration ratio issue less specific forecasts (Bamber et al., 1998). Ajinkya, Bhojraj, and Sengupta (2005) indicate that the firms facing higher proprietary costs are less likely to issue a management earnings forecast.  

5.7. Hypotheses development

Based on the prior scientific literature commented, the hypotheses of this research are developed. Overall, can be stated that an effective corporate governance is associated with better forecasting properties. The characteristics of the forecasts that will test this research are similar to the characteristics tested by Ajinkya et al. (2005) and Karamanou et al., (2005). Consequently, the first four hypotheses state that effective corporate governance structures provide more frequent, more accurate, more conservative, and more specific forecasts in the pre-crisis period. Corporate governance variables are measured by ownership structure and board characteristics. Effective corporate governance structure is defined as greater institutional ownership, lower inside ownership, more outside directors and larger board size based on the prior literature. 

H1
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide more frequently management earnings forecasts in the pre-crisis period.

H2
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide more accurate management earnings forecasts in the pre-crisis period.
H3
Companies with higher level institutional ownership, lower level director ownership, more outside directors and larger boards provide more conservative management earnings forecasts in the pre-crisis period.

H4
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide more specific management earnings forecasts in the pre-crisis period.
During the financial crisis, information asymmetry between management and insiders increases. Consequently, high uncertainty exists in the markets. Shivakumar (2010) found that the credit market valuated the forecasts more relevant during periods of high uncertainty. Koch (2002) state that managers have an incentive to upwardly bias their forecasts, when the company is in financial distress, due  the fact the manager’s position or the firm’s continuity is not sure anymore (Koch, 2002). Karamanou et al (2005) state that better governed firms publishes less precise bad-news forecasts. This can be explained by the fact that better governed firms are more mindful to mislead their shareholder. Consequently, during the financial crisis, the possibility of a bad news forecasts increases and therefore the expectation is that better governed firms make less specific forecasts during the financial crisis. The same holds for the bias in the forecasts, the better governed will not make too optimistic forecast during the financial crisis, due the fact of the awareness of misleading shareholders. None studies investigated the effect of corporate governance on management earnings forecasts in the financial crisis. Therefore, is hard to give a direction to the hypotheses. The expectation is that firms that are governed more effective in periods of high uncertainty perform better forecasts. The last four hypotheses are;

H5
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide more frequently management earnings forecast in the financial crisis.
H6
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide more accurate management earnings forecasts in the financial crisis.

H7
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide less specific management earnings forecasts in the financial crisis.
H8
Companies with higher-level institutional ownership, lower level director ownership, more outside directors and larger boards provide less bias/more conservative management earnings forecasts in the financial crisis. 
5.8. Summary
The association of corporate governance on management earnings forecasts in the U.S. is studied by two papers. The results of the papers indicate that ; institutional ownership and percentage of outside directors is associated with more frequent, more specific, more accurate and less biased (Karamanou et al., 2005; Ajinkya et al., 2005). Overall, the results indicate that better governed firms are associated with better forecasts. The association of corporate governance and voluntary disclosure in the U.S. is investigated, but this studies show mixed results. Beak et al. (2005) found that managerial ownership is association with less voluntary disclosure and the percentage of outside directors is associated with more voluntary disclosure. Hossain et al. (2006) founds also a negative relationship between ownership structure and earnings announcements in the U.S. Many studies examined the effect of corporate governance and voluntary disclosure in other countries. The overall results of those studies indicate that; (1) outside ownership is positively related to voluntary disclosure, (2) lower managerial ownership is associated with higher voluntary disclosure, (3) expert, and independent outside directors increase the voluntary disclosure, and (4) CEO duality is associated with lower voluntary disclosure.  

When the manager decided to issue forecast, a manager can choose from several characteristics. 

Many studies investigated the effect of other variables on management earnings forecasts. Some of those other variables are incorporated in the research model as control variables. The other variables are; (1) legal and regulatory environment, (2) analyst following and investor behavior, (3) managerial incentives, (4) information asymmetry, (5) litigation cost and (6) proprietary costs.

In the next chapter, the research methodology and model will comment. 

4. Research design

In the previous studies, the theoretical background and previous studies were commented. In this chapter, the research design will comment. First, the research approach is comment. Secondly, the methodology will comment. Thirdly, the research models will comment. Fourth, the data collection and data attainability will discuss. The last chapter will contain the summary of this chapter.

6.1. Research approach

As mentioned before this study adopted the Positive Accounting Theory, because this theory is best applicable to this study.  

For empirical research two different approaches exist, the quantitative approach and the qualitative approach. Quantitative analysis is;

‘The numerical representation and manipulation of observations for the purpose of describing and explaining the phenomena that those observations reflect’ (Babbie, 2007, G9). Quantitative research makes use of hard data, like numbers. 

Qualitative analysis is;

‘For the purpose of discovering underlying meanings and patterns of relationships, the non-numerical examination and interpretation of observations’ (Babbie, 2007, G9). 

Qualitative analysis makes use of soft data, like impression, words, symbols, and description of elements. Another difference in these two approaches is timing. Qualitative researchers measure the data during the data collection process. Quantitative researchers think about variables and convert them into data, which occurs in the planning phase instead of in the data collection process (Neuman, 2007, 111). Another difference with quantitative research is that the abstract ideas are converted into precise numerical information and that numerical information is an empirical representation of the abstract ideas. Qualitative researchers will convert not all the abstract ideas into numbers, but develops processes in several shapes, size en forms for the measurement (Neuman, 2007, 111). 

For this research, the quantitative approach fits the best, due the fact of explaining a relationship between a dependent variable and independent variables. In this study, the dependent variables are the forecast properties, and the dependent variables are the corporate governance mechanisms. Qualitative research is not applicable for this research, due the use of historical data to test the hypothesis. 
Within the quantitative approach different types of research exists; survey research and experimental research. The experimental approach examines the effect of an independent variable on dependent variable, using statistics. The experimental approach is used in this research. 
6.2. Research Methodology

In this sub-chapter, the research methodology will comment. First, the data attainability is comment. Second, the sample selection is comment. Thirdly, the measurement of the forecast properties will comment. Fourthly, the measurement of corporate governance characteristics will comment. Fifth, the measurement of the control variables will comment. At least, the explanation of the statistical models used will comment.
6.2.1. Data collection 

For this research the WRDS database will use, available at the library from the Erasmus University. The annual management earnings forecasts will obtain from the First Call Historical database. The corporate governance variables will obtain from the Risk Metrics database. Other financial information about the companies will obtain from the Compustat North America Annual Database. 
6.2.2. Sample selection
The sample will contain annual forecasts for listed U.S. companies from the S&P 500 for the period 2004 to 2009. The S&P 500 is chosen, because those companies are the largest companies, and have great separation between ownership and control (Karamanou et al. 2005). Due this great separation, management earnings forecasts play an important role for declining the information asymmetry between the shareholders and management.

 When the crisis actual started differs across researchers. For research, the period is divided into the pre-crisis period and the crisis period, based on Shivakumar (2010). Shivakumar (2010) identified July 2007 till December 2009 as the crisis period. Only the annual forecasts are incorporated in this research. Consequently, the annual forecasts of 2007 belong to the crisis period. Consequently, this research will contain two data sets, the pre-crisis period and the crisis period. The pre-crisis period, and the crisis period have the same amount of years tested. The pre-crisis period is 1 January 2004 – 31 December 2006. The crisis period is 1 January 2007 – 31 December 2009.

Financial institutions will not incorporate in this research, because those companies have to apply with regulation that is more complex and accounting principles for their financial statements than non-financial companies. Based on the SIC codes, the financial institutions are eliminated. The SIC codes divide the companies into several sectors; (1) Agriculture, forestry and fishing, (2) mining and construction, (3) manufacturing, (4) transportation, communications, electrics, gas and sanitary services, (5) wholesale and retail trade, (6) finance, insurance and real estate, (7) services, and (8) public administration.
 

Companies not stock exchange quoted during the whole research period will as well exclude. Due data availability form the database, the sample will decrease. In total from the S&P 500, 172 companies are incorporated in this research listed on the S&P 500 for the 6 year tested. This implies 1032 firm-year observations. During these 6 years, 5107 annual earnings forecasts have perform. In appendix 2 an overview of all the companies selected is given. 

Table 1: Sample Selection and Description

	
	Companies

	Initial sample S&P 500                                                           
Less:
Not listed in the whole period                                                
Financial institutions                                                              
Management earnings forecast data unavailable                    
Corporate governance data unavailable                                  
Financial information unavailable                                          
Actual companies  S&P 500 during 2004-2009                      

	671
(323)
(63)
(53)
(47)
(13)
172

	Frequency of annual forecasts issued during 2004-2009 by the 172 companies

	
	2004-2006

2466
	2007-2009

2644

	
	
	


6.2.3. Measurement Forecasts properties

In this research four forecasts properties are tested; (1) the frequency, (2) the accuracy, (3) the bias, and (4) specification of the forecast. Those properties are chosen based on the research of Anjinkya et al. (2005) and Karamanou et al. (2005). However, there are other forecast properties, but the forecast properties chosen are more investigated in the scientific literature. Consequently, those forecasts properties can be seen as most important. 

For the measurement of the frequency of the forecasts, the same method of Ajinkya et al. (2005) is used. 

FREQ: 
the total numbers of forecasts issued by the firm in the sample period (2004-2009)

The frequency will be divided into the two periods tested, the pre-crisis period and the crisis period.

Accuracy and the bias of the forecasts are closely related, but accuracy measures absolute difference between the actual earnings and the forecast. Consequently, the bias of the forecasts is measured whether the difference of the actual earnings and the forecast are upwardly or downwardly biased. The model used is based on Koch (2002) and this model in addition is used by Ajinkya (2005) and Rogers et al. (2005). For measuring the accuracy and the bias of the forecast only the annual point forecasts will use. For different annual point forecasts for a particular firm in a particular year, the average of these forecasts will be chosen as the starting point of measuring the accuracy and the bias of the forecast. By reviewing the data, the point forecasts are a small part of all the forecasts issued. Consequently, the range forecasts are also used in measuring the accuracy and bias of the forecasts. The accuracy of these range forecasts is measured by the mean of the range and compared with the actual EPS. 

FORECAST ERROR:
 EPS – MF / P

EPS 
=
Actual realized earnings per share for the firm
MF 
=
Management forecast of the earnings per share for the firm
P
=
Share price of the firm on the first day of the fiscal year in which 


the management earnings forecast is made.
The measurement of the bias of the forecasts is also based on the model of Koch (2002). 


BIAS: 
 EPS – MF / P

This model gives a value of BIAS below and above zero.

BIAS <  0 the forecasts are optimistically biased

BIAS > 0 the forecasts are pessimistically biased
Specificity of the forecast is measured by a coding scheme (Baginski et al., 1997; Bamber et al., 1998; Karamanou et al, 2005; Ajinkya et al., 2005). Forecasts can be issued in different forms, and more information given is higher valuated by investors. However, in the case of bad news forecasts, high litigation risk, and high proprietary costs the precision will decrease. For this regression, a logistic regression is used. Companies that issue more forecasts in a year, the most used form is taken as the specificity. The First Call database uses a CIG description code of the forecast. This code goes from 1-6 and from A-Z. In the appendix an overview of this codes are given and whether the code falls into the 4 categories of specificity. 
SPECIFIC: 
1 for quantitative point forecasts, 2 for open range forecasts, 3 for minimum or maximum forecasts and a 4 for qualitative forecasts. 

6.2.4. Measurement Corporate governance

Corporate governance is divided in ownership variables and board characteristics. Ajinkya et al. (2005) only considered two corporate governance variables in their research model; outside directors and institutional ownership. Karamanou et al. (2005) focused on more corporate governance variables. A combination of these two studies and the study of Aggarwal et al. (2007) four corporate governance variables are identified. Block holder ownership is not incorporated in the model, due the studies of Baek (2005) and Hossain et al. (2006) that not find a significant strong relationship between block-holder ownership and voluntary disclosure in the U.S. 

The ownership variables are divided into institutional ownership and director ownership.


INSOWN: 

percentage of shares of total shares hold by institutions


DIROWN:

percentage of shares of total shares hold by directors
Board characteristics are divided into; (1) outside directors and (2) board size

OUTSIDE:

percentage of independent outside directors scaled by total directors


BOARDS:

total number of directors at the beginning of the fiscal year

6.2.5. Measurement control variables

Based on prior research, additional control variables are added in the research model. As based on prior research, those control variables have an influence on the forecast properties.

The control variables, that will be used are; (1) firm size, (2) industry & litigation, (3) leverage and (4) growth opportunities & proprietary costs. 

Different proxies of firm size exits, the market value of equity, total assets or sales turnover. For this study the same measurement as Ajinkya (2005) and Hossain (2006) will use.

FIRSIZE:

natural log of total assets 
Industry is a control variable, which is incorporated in the majority of the commented prior research. The variable industry will be a dummy variable based on the standard industrial classification code list (SIC). The classification is arrived from the TechAmerica association.
 The high tech industries belong to three broad categories;

(1) High tech manufacturing
(2) Communication services
(3) Software and computer-related services
The control variable industry is also used for measuring the litigation chance for a company. High-tech companies face more litigation risk than low-tech industries (Field et al. 2005). 

INDUS:
1 for the high tech industries; SIC codes; 3571-3579, 3651-3652, 3661, 3663, 3669, 3671-3679, 3821-3829, 3861, 3812, 3844-3845, 4812-4813, 4822, 4841, 4899, 7371-7379  and 0 for the low tech industries. 
The control variable leverage will also incorporate in this research. Due the effect of leverage on the extent of voluntary disclosure, much scientific economic literature in their research model incorporate leverage (Meek et al, 1995; Hossain et al, 2006).

LEV:
book value long-term debt / book value equity
For the growth opportunities, the measurement of Bamber and Cheon (1998) is used. Bamber and Cheon (1998) indicate that growth opportunities are also a good measurement of proprietary costs. 
GROWTH:


ratio market to book value of common equity  
6.2.6. Data attainability

Due data attainability, insider ownership can only be tested by director ownership. The library of the Erasmus University was not able to give access to these data. Meeting frequency and CEO duality are also not available for this research. The most important control variables are incorporated in this research, but analyst following was not available in the databases from the Erasmus University.  
6.3. Research model 

In the previous sub chapter the independent, dependent, and control variables are commented. In this chapter the full regression formulas are developed. In total four regression formulas exist, that will tested for two periods. In total, eight regressions will test. The first three regression formulas are tested by multiple regressions. Due the ordinal form of the dependent variable, the specificity is tested by logistic regression. Specificity is measured by multinomial logistic regression. 

A problem with a multiple regression is the multicollinearity that indicates that a strong relationship between two or more predictors’ variables exists (Field, 2009). In this research, multicollinearity will test. When multicollineartiy occurs, it will signal. 
The four regression formulas developed are;
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In the table 2 below the expected signs of the regression formulas are expressed. Those signs are based on the prior scientific literature in a period of no crisis. Whether these relationships are changed during the crisis period is showed in the part of the results of this research. As discussed before, it is expected that better governed firms make less specific forecasts during the crisis period. The expected signs on frequency, accuracy, and bias of the forecasts are expected to be the same in the crisis period. 
Table 2: Predicted signs hypotheses
	Variables
	FREQUENCY
	ACCURACY
	BIAS
	SPECIFIC

	INSOWN
	+
	+
	+
	+

	DIROWN
	-
	-
	-
	_

	OUTSIDE
	+
	+
	+
	+

	BOARDS
	+
	+
	+
	+

	FIRSIZE
	+
	+
	+
	+

	INDUS*
	?
	?
	?
	?

	LEV
	-
	-
	-
	-

	GROWTH
	-
	-
	-
	-


*Distinction made between low-tech and high-tech companies. In the literature no consistency whether a greater exposure to legal liability increases or decreases voluntary disclosure. 
6.4. Summary

In this chapter, the research approach is commented. The sample contains 1036 firm year observations for 6 years tested. The period is divided in two periods; the pre-crisis period and the crisis period. Some variables are deleted, due unavailability of data by the databases available from the Erasmus University. Four forecasts properties will be test; the frequency, accuracy, bias and specificity of the forecasts. Corporate governance variables are measured by institutional ownership, director ownership, independent directors, and board size. Control variables are also incorporated in this research. In total four regression formulas are developed and the predicted signs of the beta are communicated. In the next chapter, the regression formulas will test and the results will comment.

5. Results
In this chapter, the results of the regression formulas will comment. First, the regression results of the dependent variable frequency will comment. Second, the regression results of the dependent variable accuracy will comment. Third, the regression results of the dependent variable bias will comment. The last part contains the results of the dependent variable specific. Multicollinearity for all the regression results in this chapter will test and comment.

7.1 Frequency of the management earnings forecasts

Table 3 provides the regression results for the hypotheses 1 and 5. 

Table 3: Regression results of the effect of corporate governance variables on the frequency of management earnings forecasts during 2004-2009.

	Variables
	Predicted sign

	Found sign
	Forecast Frequency
2004-2006
	Forecast Frequency
2007-2009

	Constant

	?
	-
	-6,521**
	-7,805**

	INSOWN

	+
	-

	-0,829
	-2,425*

	DIROWN

	-
	-
	-1,065
	-0,00003 **

	OUTSIDE

	+
	+
	  2,004**
	6,878***

	BOARDS

	+
	+ -
	0,090
	-0,003

	FIRMS

	+
	+
	1,222***
	1,145 **

	INDUS

	?
	- 
	-0,894**
	-0,437

	LEV

	-
	-
	-0,459***
	-0,025

	GROWTH

	-
	-
	-0,023
	-0,009

	Adjusted R²
Number of observations:
	
	
	0,064
511
	0,066
512


*, **, and *** indicate significance at 10%, 5% and 1% level. 
Source: Compustat North America annual database, First Call historical database and Risk Metrics database.

In the pre-crisis period, 516 firm years’ observations have selected with in total 2466 annual forecasts. In the crisis period, in addition 516 firm year observations have selected with in total 2644 annual forecast. Because those outliers had an influence on the R² and the significance level, in the dataset some outliers are removed. In the appendix 4 is stated which companies are deleted from the sample and the explanation is given. In the crisis period, multicollinearity was found in the model with the outliers. In total 9 extreme values are removed, which leaves 511 firm year observations for the pre-crisis period and 512 firm year observations for the crisis period. In appendix 5 the regression results of the full model and the model without the outliers are showed. 

The R squared in the pre-crisis period is 6,4% and in the crisis period 6.6%. This implies that the model has a predicting value of 6,4% (6,8%) on the frequency of management earnings forecasts. In contrast, Ajinkya et al. (2005) incorporated nine corporate governance variables and eight control variables in the model and found an R squared of 20%. Consequently, as signaled before in the literature review, it appears that many other variables exists that have an influence on the frequency. 

As table 3 indicates, OUSIDE directors are both significant and positive in the periods tested. Only in the crisis period, OUTSIDE becomes of greater importance and is significant at 0.01 level. These results are in conformity with the results of Ajinkya et al. (2005), who in addition a positive and significant relationship found of outside directors on the frequency of management earnings forecasts. It can be stated that outside independent directors are essential concerning the frequency of management earnings forecasts in times of the financial crisis. INSOWN is not significantly related to the frequency in the pre-crisis period. However, in the crisis period INSOWN becomes more important and is significant on 0,10 level. This result is not very strong that  was also the case in the study of Ajinkya. But INSOWN is negatively associated with the frequency of management earnings forecasts, this is not in conformity with the research of Ajinkya et al. (2005) and Karamanou et al. (2005) who both found a positive significant relationship between the institutional ownership and the frequency of management earnings forecasts. The results of INSOWN are in conformity with the study of Hossain et al. (2006), they also found a negative relationship between the institutional ownership and the frequency of quarterly earnings announcements. Another possible explanation is the difference in institutions. According to Bushee and Noe (2000) they found that dedicated institutions enhance not a significant value to an increase in voluntary disclosure and aggressive institutions enhance more value to more voluntary disclosure.

DIROWN ownership is in the pre-crisis period not significant and in the crisis period DIROWN becomes significant at 0,05 level. The relationship is negative, which is in conformity with the prior scientific literature in the U.S. (Karamanou et al,, 2005; Beak et al., 2005; Hossain et al., 2006). It can be stated that companies with more directors’ ownership in the crisis, perform less management earnings forecasts. BOARDS is not found to be significant in both periods. Overall, it can be stated that corporate governance mechanisms are more important in times of great uncertainty with the frequency of management earnings forecasts. Independent outside directors appears to be of great importance on the frequency of management earnings forecasts in times of the financial crisis. 

The control variables FIRMS, INDUS, and LEV in addition in the pre-crisis period are significant. This indicates that larger firms perform more forecasts, firms in the high-tech industry perform fewer forecasts, and firms with more debt in addition perform fewer forecasts. In the crisis period only FIRMS appears to be significant.

7.2. Accuracy of the management earnings forecast.

Table 4 provides the regression results for the accuracy of the management earnings forecasts. Due the non-issuance of point or range forecasts from the 516 year-observations in the pre-crisis period 73 firm year observations have excluded are deleted. In addition, due the extreme values in the pre-crisis period three outliers have excluded. Concerning the pre-crisis period this implies 437 final firm year observations. Due the non-issuance of point or range forecasts concerning the crisis period 84 firm year observations have excluded and 4 outliers have excluded. Concerning the crisis period this implies 428 final firm year observations. Due the deletion of the outliers the models became more significant and the multicollinearity disappeared. The overall results of the regression models with and without the outliers are presented in appendix 6.  

Table 4: Regression results of the effect of corporate governance mechanisms on the accuracy of management earnings forecasts during 2004-2009.
	Variables
	Predicted sign
	Found sign 
2004-2006
	Found sign
2007-2009
	Forecast accuracy
2004-2006
	Forecasts accuracy
2007-2009

	Constant

	?
	-
	-

	-0,004
	-0,164

	INSOWN
	+
	-
	-
	0,023*
	0,071***

	DIROWN

	-
	-
	-
	0,013
	0,057

	OUTSIDE

	+
	+
	-
	-0,007
	0,022

	BOARDS

	+
	+
	-
	-0,002**
	0,002

	FIRMS

	+
	-
	-
	0,004
	0,011

	INDUS

	?
	+
	+
	-0,003
	-0,010

	LEV 

	-
	-
	-
	0,010***
	0,003**

	GROWTH

	-
	+
	+
	-0,002***
	-0,001

	Adjusted R²
	0,070
	0,028

	Number of observations
	437
	428


*, **, and *** indicate significance at 10%, 5% and 1% level
Source: Compustat North America annual database, First Call historical database and Risk Metrics database.

Table 4 shows that the R square in the pre-crisis model is 7%, which indicates that the model can predict 7% of the accuracy of the management earnings forecasts. In the crisis period the R square is 2,8%, this implies that the model can predict only 2,8% of the accuracy of the management earnings forecasts. Consequently, in times of the financial crisis the incorporated variables are less important in the accuracy of the management earnings forecasts. Consequently, it appears that corporate governance variables are of less importance in times of great uncertainty. Because it is hard to assess the management earnings forecast correctly in times of a high uncertain economy, this is not surprising. 

Higher accuracy indicates that the dependent variable is closer to 0. Consequently, a positive beta indicates a negative relationship on the dependent variables accuracy. For the pre-crisis period higher institutional ownership is negatively significant related to the accuracy of the management earnings forecasts. This outcome is against the prediction, which is based on prior scientific economic literature and especially based on the results of Ajinkya et al (2005). Karamanou et al. (2005) in addition tested for institutional ownership and the accuracy of management earnings forecasts, and found a negative relationship. However, this relationship was not significant. One possible explanation for the significant level of 0.01 in times of the financial crisis can be that institutions desire and demand more disclosure from the companies invested. An article of the Conference Board (2001) that represents the interest of institutional investors, states that the institutions need timely, accurate and adequate information from companies. Due the high uncertainty in times of the financial crisis, for management it is harder to assess the earnings. However, when institutions desire, and demand timely disclosure, the company has to publish a forecast. Due this pressure, the forecast are timely, but consequently less accurate. 

BOARDS is positively significant related to the accuracy of management earnings forecasts in the pre-crisis period. This finding is consistent with the prediction, that larger boards perform more accurate forecasts. 

In both the pre-crisis period and the crisis period OUTSIDE has no significant influence on the accuracy of management earnings forecasts. The relationship in the pre-crisis period is positive and is as predicted, but in the crisis period the relationship becomes positive. This indicates that companies with more independent directors perform less accurate forecasts. However, the results are not significant. DIROWN in addition has no significant relationship with the accuracy of the management earnings forecasts. The sign of the relationship is negative, which is in conformity with the predictions. 

The control variables LEV and GROWTH are both significant at 0.01 level in the pre-crisis period. GROWTH is positively related to the accuracy of the management earnings forecasts and LEV is negatively related to the accuracy of management earnings forecasts. GROWTH is in conformity with the research of Ajinkya et al. (2005), but in their research t no significant relationship was found. FIRMS and INDUS have no significant influence on the accuracy of management earnings forecasts. 
7.3 The bias of the management earnings forecasts

Due non-issuance of point and range and the extreme values the final sample concerning the pre-crisis period contains 437 firm year observations. In the crisis period a problem arises with the outliers in the model the sample contains 432 firm years’ observations. The overall model is significant (0,01 level) and the R square is 4.5%. However, multicollineartiy exists in the model, with the control variables LEV and GROWTH. By eliminating four outliers in the model, the model becomes less significant ( 0.05 level) and the R squares decreases to 1,8%. However, multicollinearity is disappeared. Therefore in table 5, the two models of 2007-2009 are presented. 
Bias is measured with this formula; 

BIAS: 
EPS – MF / P

EPS 
=
Actual realized earnings per share for the firm
MF 
=
Management forecast of the earnings per share for the firm
P
=
Share price of the firm on the first day of the fiscal year in which 


the management earnings forecast is made.
This model gives a value of BIAS below and above zero. Bias below zero means a more optimistic forecast and bias above zero means a more conservative forecast. The expectation is that firms with more institutional ownership, lower directors’ ownership, more outside directors and larger board perform forecasts that are more conservative. This means a negative(positive) beta is associated with more optimistic(conservative) forecast. 

Table 5: The effect of corporate governance variable on the bias management earnings forecasts during 2004-2009.
	Variables
	Predicted sign
	Found sign 
2004-2006
	Found sign
2007-2009
	Forecast bias
2004-2006
	Forecasts bias
2007-2009
multicollinearity
	Forecast bias
2007-2009

	Constant

	?
	-
	+
	-0,002
	0,150
	0,148

	INSOWN
	+
	-
	-
	-0,028 *
	-0,085 ***
	-0,087 ***

	DIROWN

	-
	-
	-
	-0,007
	-0,040
	-0,051

	OUTSIDE

	+
	+
	+
	0,015
	0,033
	0,034

	BOARDS

	+
	+-
	-
	0,000
	-0,004 *
	-0,003 *

	FIRMS

	+
	+
	-
	0,002
	-0,010
	-0,010

	INDUS

	?
	+
	+
	0,001
	0,001
	0,004

	LEV 

	-
	-
	+
	-0,010 ***
	0,001 ***
	0,000 

	GROWTH

	-
	+
	-
	0,001
	-0,001 *
	0,000

	Adjusted R²
	0,033
	0,045
	0,018

	Number of observations
	437
	432
	428


*, **, and *** indicate significance at 10%, 5% and 1% level
Source: Compustat North America annual database, First Call historical database and Risk Metrics database.

The R square in the pre-crisis period is 3,3% and for the crisis period without multicollineartiy the R square is 1,8%, which indicates that the model has less predicting value in the crisis period. In addition, the R squared of both periods is small, consequently many other variables exist that have influence on the bias of the forecasts.

INSOWN is the three models significant, but the relationship is not as predicted and not consistent with the findings Ajinkya et al. (2005) find a significant positive relationship at 5% level with institutional ownership and the bias of the forecast. However, Karamanou et al. (2005) did not find a relationship between the bias of the forecast and institutional ownership. In this models a negative relationship is found, which indicate that more institutional ownership is associated with more optimistic forecast. Especially in the crisis period, INSOWN become significant at 0,01 level. A possible explanation can be that due the pressure of institutions for timely, accurate, and precise disclosure, management have an incentive to be more optimistic in the forecast. Another explanation can be that managers have incentive to bias their forecasts more upwardly, when the company is in financial distress or high uncertain times, due the fact that the position of the manager or the firm’s continuity is not so sure anymore. 
DIROWN has no significant effect on the bias of the forecast. The sign of the beta is as expected, which indicate the higher director ownership is associated with more optimistic forecasts. However, the results are not significant. OUTSIDE directors also has no significant effect on the bias of the forecast. However, the expected sign of the relationship is as expected, a company with more outside directors will make more optimistic forecasts. BOARDS has no significant influence in the pre-crisis period, but becomes significant at 0,10 level in the pre-crisis period. This is not a very strong relationship, but it can be stated that companies with larger boards in the crisis period make more optimistic forecasts. This is against the expected prediction but in line with the research of Karamanou et al (2005) who also found that larger boards make more optimistic forecasts. 
For the control variables only LEV is significant in the crisis period, which indicate that firm with more debt make more conservative forecast. However, in the crisis period, the relationship is the opposite, firms with more debt make more optimistic forecasts. This can explain by the fact that firms with more debt, have an incentive to show more optimistic earnings forecasts in times of uncertainty due the debt covenants policies. In the crisis period GROWTH becomes significant at 0,10 level, which indicate that firms with higher proprietary costs and high growth make more optimistic forecasts. This relation is against the predictions. 

7.4. Specificity of the management earnings forecasts 

Due the non-issuance of annual forecasts in the pre-crisis period, 64 firm year observations are removed and deleted. This leaves a sample of 451 firm year observations for the pre-crisis period. In addition, in this case the outliers are removed, due the better fit of the model without the outliers. In total 4 outliers are removed which leaves a final sample of 447 firm year observations. In the crisis period 74 firm-year observations are deleted, which leaves a final sample of 442 firm year observations. Three outliers in the crisis period are removed, which leaves a final sample of 439 firm year observations. 
Table 6: Sample description of specificity of the forecast without outliers
	Form of the forecasts
	Number of companies 

2004-2006
	Number of companies 

2007-2009

	Point (1)
	37
	36

	Range (2)
	385
	388

	Minimum or maximum (3)
	21
	14

	Qualitative (4)
	4
	1

	Total
	447
	439


In table 6 an overview is given of the specificity of the forecast by firm. As stated before companies that issued more forecasts a year, the most used form of specificity is chosen. The table shows that the most used form of the forecast is the range forecast in the pre-crisis period and the crisis period. 

Due the ordinal form of the dependent variable specific, this regression formula is tested by multinomial logistic regression. By assessing the quality of the models, SPSS provides several indicators and pseudo R squares. Those indicators have present in appendix 8 and in table 7 .
Table 7: Goodness of fit and Pseudo R Square for the specificity of the forecasts for the period 2004-2009 without outliers
	Goodness of Fit
	Model: 2004-2006
	Model: 2007-2009

	
	Significance level
	Significance level

	Pearson
	0,999
	1,000

	Deviance
	1,000
	1,000

	
	
	

	Pseudo R square
	R Square
	R Square

	Cox and Shell
	0,99
	0,074

	Nagelkerke
	0,154
	0,126

	
	
	

	Number of observations
	447
	439


The Pearson and Deviance test whether the predicted values of the model differ from the observed values significantly (Field, 2009). When those statistics are not significant, the value of the predicated variable differ not significantly from the observed values. Thus, when the Pearson and Deviance are not significant the model is a good fit. In both periods the statistics are not significant, so the model fits the reality. 
Multinomial logistic regression provides two measures of the R square, the Cox and Shell statistic, and the Nagelkerke statistic. Both statistics measure quite the same and can be qualified as a similar measurement of the R squared in the linear regression. The difference between the two statistics is caused by different measurement. However, according to Field (2009) this difference is not a problem. In the pre-crisis period, the model has a better fit (15,4%) than in the crisis period (12,6%). Consequently, can state that the corporate governance variables concerning on the specificity of the forecasts are more important. Still, the predictive value of both models is small and consequently many other variables exist that have an influence on the form of the forecast. 

Table 8 provides the results of the likelihood ratio tests and those value indicate the significance of the predictor variables of the model.

Table 8: The likelihood ratios tests and the significance of the predictor variables for the period 2004-2009 without outliers 
	Variable
	Model: 2004-2006
	Model:2007-2009

	
	Significance level
	Significance level

	Intercept
	-
	-

	INSOWN
	0,079 *
	0,024 **

	DIROWN
	0,056*
	0,010 *

	OUTSIDE
	0,245
	0,323

	BOARDS
	0,030**
	0,286

	FIRMS
	0,856
	0,582

	INDUS
	0,075*
	0,497

	LEV
	0,004***
	0,993

	GROWTH
	0,578
	0,326

	
	
	

	 Number of observations
	447
	439


*, **, and *** indicate significance at 10%, 5% and 1% level
Source: Compustat North America annual database, First Call historical database and Risk Metrics database.

As expected INSOWN, DIROWN, BOARDS have a significant effect on the form of the forecasts. In the pre-crisis period INSOWN and DIROWN only have a significant effect on a 0,10 level. However, in the crisis period INSOWN and DIROWN are more significant. BOARDS is only significant in the pre-crisis period. OUTSIDE directors is not significant in both periods, and this is against the predictions. For the control variables only LEV is significant in the crisis period. 
Table 9: Parameter estimates of the effect of corporate governance variables on the specificity of management earnings forecasts in the period 2004-2009.
	
	Variables
	Predicted Sign
	Found sign:

2004-2006
	Found sign:

2007-2009
	Model: 

2004-2006
	Model: 

2007-2009

	2
	Intercept
	
	+
	+
	4,889
	5,934

	
	INSOWN
	+
	-
	-
	-3,804 **
	-5,054 ***

	
	DIROWN
	_
	-
	+
	-4,201 **
	29,488*

	
	OUTSIDE
	+
	+
	+
	1,214
	3,973*

	
	BOARDS
	+
	-
	+
	-0,095
	0,183

	
	FIRMS
	+
	+
	-
	0,138
	-0,615

	
	INDUS =1
	?
	+
	-
	0,306
	-0,262

	
	INDUS= 0
	?
	?
	?
	0b
	0b

	
	LEV
	-
	-
	-
	-0,453 ***
	-0,014

	
	GROWTH
	-
	-
	+
	-0,072
	0,037

	3
	Intercept
	
	-
	-
	-11,200
	-8,082

	
	INSOWN
	-
	-
	-
	-3,148
	-6,472 **

	
	DIROWN
	+
	-
	+
	-15,329 *
	11,966

	
	OUTSIDE
	-
	-
	+
	-1,864
	0,858

	
	BOARDS
	-
	+
	+
	0,176
	0,342 *

	
	FIRMS
	-
	-
	-
	-0,405
	-1,104

	
	INDUS =1
	?
	+
	+
	17,246
	16,501

	
	ÌNDUS=0
	?
	?
	?
	0b
	0b

	
	LEV
	-
	-
	-
	-1,047 **
	-0,022

	
	GROWTH
	-
	-
	+
	-0,058
	0,087 *

	4
	Intercept
	
	-
	-
	-4,423
	-11,034

	
	INSOWN
	-
	-
	+
	-7,997
	4,597

	
	DIROWN
	+
	-
	+
	-7,469
	6,879

	
	OUTSIDE
	-
	+
	-
	2,278
	-1,961

	
	BOARDS
	-
	+
	+
	0,596 *
	0,353

	
	FIRMS
	-
	+
	-
	0,256
	-1,998

	
	INDUS =1
	?
	-
	+
	-2,618
	17,390

	
	INDUS =0
	?
	?
	?
	0b
	0b

	
	LEV
	-
	-
	-
	-1,586
	-0,213

	
	GROWTH
	-
	+
	+
	0,126
	0,069


, **, and *** indicate significance at 10%, 5% and 1% level
Source: Compustat North America annual database, First Call historical database and Risk Metrics database.
However, the likelihood tests say nothing about the sign of the relationships and therefore table 9 provides the individual parameter estimates of the model. By multinomial regression the model use a reference category, in this model the 1 first category (1) is chosen as the reference category. For the analysis of the results, only the significant effects are assessed. INSOWN have a negative effect on the range forecast. Which indicate that INSOWN is negatively associated with less specific forecasts. This results is as expected, companies with higher institutional ownership make more specific forecasts. For the crisis period it was expected that INSOWN had a positive effect on less specific forecast, but the results show that this is against the predictions. DIROWN is negatively associated with less specific forecasts in the pre-crisis period, this is against predictions. In the crisis period DIROWN is positively related to range forecasts, which is line with the predictions. Companies with more insider ownership make less specific forecasts. In the crisis period, OUTSIDE and BOARDS are positively associated with more range forecasts. This can be explained by the fact that in the crisis is harder to give a point forecasts and therefore management and the boards choose to give a range forecast. For the control variables only LEV is significantly negatively associated in the pre-crisis period with the form of the forecast. This indicates that companies with more debt make more precise forecasts. 

7.5. Summary

In this chapter the results were commented. By testing the frequency of the forecasts, the results show that the percentage independent directors is associated with more forecasts in both periods tested. Independent directors become more significant in times of the financial crisis and therefore it can be stated that independent directors are of highly importance in time of the financial crisis. Institutional ownership is negatively associated with the frequency of management earnings forecasts in the crisis period. This is not line with the research of Ajinkya et al. (2005) and Karamanou et al. (2005). Overall the results on the effect of corporate governance variables on the frequency of management earnings forecasts show that corporate governance variables are of more importance in the crisis period. 

The results of the effect of corporate governance variables on the accuracy of management earnings forecasts show that the model has more predicting value in the pre-crisis than in the crisis period. Concerning this results can state that that the corporate governance variables are of less importance in the accuracy of management earnings forecast. This can explain by the fact that in period of high uncertainty it is hard to assess the future earnings of the company. Institutional ownership is negatively associated with the accuracy. Board size is positively associated with the accuracy of the forecasts. Director ownership and independent directors had no significant influence on the accuracy of management earnings forecasts.
The results of the effect of corporate governance variables on the bias of the forecasts show that in both periods the model has less predicting value, 3,3% and 1,8%. Institutional ownership is associated with more optimistic forecasts and this is against the predictions. Especially in the crisis this relationship is strong and can be explained by the pressure of the institutions to give timely, precise, and accurate disclosure. Another explanation can be that companies in financial distress, which upwardly bias their forecasts for the fear of the manager’s position or the continuity of the firm. Director ownership and outside directors are not significant related to the bias of the forecast. Board size is only significant in the crisis period and indicate that larger boards make more optimistic forecasts in the crisis. 
The result of the effect of corporate governance variables on the specificity of the forecast show that  institutional ownership, director ownership and board size have a significant effect on the form of the forecast. Institutional ownership is negatively associated with less precise forecast. Director ownership is positively associated with less precise forecast, as expected. Outside director and board size are in the crisis period positively related to less precise forecasts, and this is as expected. 
In the next chapter the conclusion of this research will comment.

6. Conclusion
In 2006, the bubble on the house market in the U.S. collapsed, which resulted in a worldwide financial crisis. Economies are still recovering from this financial crisis. The causes of the economic crisis are investigated by many researchers, but the effects of the financial crisis are less investigated. Therefore, this research investigated a researched relationship in a period without crisis and the same relationship in the crisis period. The relationship tested is the effect of corporate governance variables on the forecast properties by companies. This research is divided in several chapters and started with the theoretical background of the accounting theories. Secondly, the theoretical background of corporate governance, voluntary disclosure, and management earnings forecasts are commented. As third, the prior studies about management earnings forecast are commented. That chapter contains prior studies about the effect of corporate governance on management earnings forecasts and full voluntary disclosure, the forecast characteristics and other variables that have an influence on the properties of management earnings forecasts. 
 In the U.S. research has performed on the effect of corporate governance on forecast properties, but show mixed and inconsistent results. Ajinkya et al. (2005) found companies with more institutional ownership and more outside directors provide more frequently, accurate, precise, and less optimistic forecasts. Karamanou et al. (2005) also found that effective corporate governance mechanism are associated with better forecast properties. However, Hossain et al. (2006) find a negatively significant relationship between institutional ownership and voluntary disclosure. In the studies of corporate governance on voluntary disclosure outside directors is positively associated with more voluntary disclosure. 
The results in this study show that a higher frequency of management earnings forecasts is associated with more outside directors in both periods tested. In the crisis period this relationship is stronger and it can be stated that independent outside directors are of highly importance in a period of high uncertainty. Institutional ownership is in not significant in the pre-crisis period, but on the crisis period negatively associated with the frequency of the forecast. Director ownerships is negatively associated with the frequency of management earnings forecasts in the crisis period. By measuring the accuracy of the forecasts, the results show that the institutional ownership is negatively associated with the accuracy of the forecast, especially in the crisis period. Board size is positively associated with the accuracy of the forecast. Independent directors and director ownership had no significant influence on the accuracy of the forecast. Optimistic forecasts is associated with more institutional ownership in both periods and larger boards make more optimistic forecasts in the crisis period. Director ownership and outside directors are not significantly related to the bias of the forecast. The results of the effect of corporate governance variables on the specificity of the forecast show that  institutional ownership, director ownership and board size have a significant effect on the form of the forecast. Institutional ownership is negatively associated with less precise forecast. Director ownership is positively associated with less precise forecast, as expected. Outside director and board size are in the crisis period positively related to less precise forecasts, and this is as expected. 

The most contradicted finding of this research is that institutional ownership is negatively associated with the forecast properties. Companies with higher institutional ownership, make less frequent forecast, are less accurate and more optimistically biased. This is not in line with the research of Ajinky et al. (2005). However, Karamanou et al. (2005), Baek et al. (2005) and Hossain et al. (2006) did not find a relationship between institutional ownership or a negative relationship. Overall, the results show that corporate governance mechanisms has an effect on the forecasts properties, but in all the models tested, the R square is relative small. Consequently, many other variables exist that have an influence on the forecasts properties. 
The effect of corporate governance variables in the crisis is stronger than in the pre-crisis period, and can be stated that corporate governance variables are of more importance in the crisis period for the frequency of forecasts. By measuring the accuracy, bias, and specificity of the forecasts, the results show that the predicting values of the model are higher in the pre-crisis period. Consequently, it can be stated that for these forecast properties corporate governance variables have more effect in the pre-crisis period than in the crisis period. This can be explained by the fact that in the crisis period, high uncertainty exist and that it is hard job to assess the future earnings of the company. This will be the case for firms with a less effective corporate governance mechanisms but also the case for better-governed firms. Consequently, the results are not very strong in the crisis period. 

This research contains several limitations. The first limitation of this research is that only the largest U.S. companies are tested and those companies will have the best corporate governance mechanisms. Consequently, it is possible that the results of this research are not the same for smaller companies in the U.S. The second  limitation is that only 172 companies are tested for the period of 6 years, due data unavailability many companies are removed. The last limitation is that by measuring the forecast accuracy and bias the medium of the range and point forecast are taken. This research could have more value when all the point and range forecasts will have taken into account individually. 
Many researchers investigated the effect of corporate governance variables on the forecast properties in other countries. A suggestion for future research is investigating whether the relationship in other countries has changed. A second suggestion for future research is to do this research, the research of  Ajinkya et al. (2005) and the research of Karamou et al. (2005) again due the inconsistent results. The third suggestion of future research is to compare this results with future years without crisis. The last suggestion for future research is investigating other variables that have an influence on management earnings forecasts. Because the results show that R squared in the models tested are relative small and this is an indication that there are many other factors associated with the properties of management earnings forecasts. 
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Appendix
	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2000
	Aboody, D. & Kaznik, R. 
	Whether CEOs manage the timing of voluntary disclosures around stock option awards. 
	Sample of 4.426 stock option awards by 1,264 firms for the years 1992-1996 from the ExecuComp database.
	Fixed-firm-effect regressions and multivariate regression
	CEOs make more optimistic voluntary disclosures that maximize the stock option. 

	2005
	Ajinkya, B. et al. 
	Relation of the board of directors and institutional ownership on the properties of management earnings forecasts.
	Sample of 2,934 management earnings forecasts for U.S. firms for the years 1997-2002 from the Corporate Investor Guidelines (CIG)
	OLS regression model, ordered regression model and ordinary least square regression. 
	Companies with more outside directors and greater institutional ownership have better forecast properties.

	2005
	Beak, H.Y. et al. 
	Relation between managerial ownership, corporate governance on voluntary disclosure.
	374 U.S. listed firms for the year 200 measured by the S&P disclosure survey
	Ordinary least square regression
	Managerial ownership is related to the type and level of voluntary disclosure.

	1997
	Baginski, S.P. & Hassel, J.M.
	Providing empirical evidence on the cross-sectional determinants of forecasts precision.
	1,212 annual and interim forecasts for the period 1983-1986 from CRSP, COMPUSTAT and I/B/E/S. 
	Cross-sectional logistic regression
	Controlled for firm-specific and horizon-specific, the findings indicate that firms with more analysts following make more precise annual forecasts. 

	2002
	Baginski, S.P. et al. 
	Providing evidence that there are management earnings forecasts differences between the U.S. and Canada.
	115,751 Canadian and U.S. firms and 1,383 forecast for the period 1993-1996. Data is gathered from Compustat and DJNRS. 
	Logistic regression model and ordinary least square regression.
	Frequency , precise and horizon of the  management earnings forecast is higher and better in Canada, 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2004


	Baginski, S.P. et al. 
	Investigate why managers provide attributions with the forecasts and whether those attributions are related to security price reactions to management earnings forecasts.
	Sample of 951 management earnings forecasts during 1993-1996 from the DJNRS
	Logistic regression model
	Attributions more likely for large firms and bad news forecasts, less likely in regulated industries and longer horizon forecasts. Attributions associated with greater absolute price reaction.

	1998
	Bamber, L.S. & Cheon, Y.S. 
	Investigate the effects of disclosure related costs on the decision about how and where to disclose earnings forecasts.
	1,167 Management forecasts collected for 151 U.S. firms for the period 1981-1991 from the DJNRS and Compustat
	Ordered-response logit
	When legal liability is high, managers are more likely to issue forecasts in press releases, but are less specific. When proprietary costs are high, it is less likely to disclose forecasts in press releases.

	2000
	Bushee, B.J. & Noe, C.F. 
	Whether disclosure practices affect institutional ownership and stock return volatility
	4,314 firm-year observations during 1982-1996. Disclosure is measured by the AIMR. Institutional ownership from the Spectrum database.


	Regression and the ‘Fama-Macbeth’ approach for the effect of cross-sectional correlation.
	Companies with higher disclosure rankings face greater institutional ownership, but there is no impact on return volatility. 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2002
	Chau, G.K. & Gray , S.J.
	The effect of ownership structure in Hong Kong and Singapore on voluntary disclosure.
	122 Industrial companies and disclosure is measured by the index constructed by Meek et al. (1995)
	A linear multiple regression analysis 
	The results show that outside ownership is positively associated with voluntary disclosure. Voluntary disclosure decreases when the firm is more family controlled.

	2008
	Chen, C.X. et al. 
	The effect of disaggregated forecasts on the quality, accuracy, bias of management earnings forecasts. And the market reaction to disaggregated and aggregated forecasts.
	2,333 observations for the fiscal years 2004-2005 from the First Call database, Lexix/Nexis database. 
	Univariate and multivariate analyses
	Disaggregated forecasts are not better than aggregated forecasts, and in some cases is the disaggregated forecast more badly. The stock market reaction is the same for good news forecasts, but for bad news the reaction is more negative for disaggregated forecasts. 



	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	1997
	Coller, M. & Yohn, T.L. 
	Whether the decision for the forecast is related to information asymmetry in the market and whether the forecasts decrease this information asymmetry. 
	179 forecasting firms arrived from the DJNRS and Compustat for the period 1988-1992
	Cross-sectional regression analysis
	Forecasts are issued to reduce information asymmetry, forecasting firms face more information asymmetry than non-forecasting firms. Forecasts are effective in reducing information problem.

	1991
	Diamond, D.W. & Verrechia, R.E. 
	Whether revealing public information to reduce information asymmetry, can reduce the cost of capital.
	No sample tested
	Model related to Kyle (1985), Glosten and Milgrom (1985) and Admati and Pfleiderer (1998)
	Large firms disclose more. When information asymmetry is high, a decrease will increase the security price. 


	2003
	Eng, L.L. & Mak, Y.T. 
	The effect of ownership structure and board composition on the extent of voluntary disclosure.
	158 listed firms on the Stock exchange of Singapore. Disclosure is measured by a score card. Other variables are obtained by the Financial Highlights and the Financial database.

	Ordinary least squares regression.
	Lower managerial ownership and governmental ownership increase voluntary disclosure. Outside directors result in an increase of voluntary disclosure. 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2005
	Field, L. et al.
	Whether disclosure deters or triggers litigation.
	The data set contains 78 sued and 78 non-sued firms. Information is gathered by Compustat, CRSP and IBES databases. 
	Simultaneous-equations framework.
	Firms with high litigation risk, are more likely to issue earnings warnings Legal liability can be reduced by disclosing bad news early. 

	1994

	Francis, J. et al. 
	The effect of disclosure on litigation risk for companies that face high litigation risk.
	45 defendant firms for the period 1988-1992. Data is gathered from the Securities Class Action Alert , Compustat and CRSP.
	Regression 
	Voluntary disclosure and early disclosure are not always effective to deter litigation. 

	2005
	Graham, J.R. et al. 
	Determining the key factors related to reported earnings and voluntary disclosure, that drive the decision of the manager
	20 one-on-one interviews with senior executives and the survey is sending to 401 financial executives. 
	Comprehensive Survey research and field interviews. 
	The overall results indicate that managers provide support for stock price motivations for earnings management and voluntary disclosure. 

	2004
	Gul, F.A. & Leung, S. 
	The association between CEO duality, expert outside directors on voluntary disclosure. 
	385 Hong Kong listed companies for the year 1996. The data is gathered from the Extel Company Research Database. 

	Regression and additional test for endogeneity (‘Hausman’)
	CEO duality and more expert outside directors are associated with a lower level of voluntary disclosure. 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	1999
	Healy, P.M et al. 
	Examines the changes in the capital market by an increase in voluntary disclosure.
	97 firms, identified by analyst ratings between 1980-1991
	Univariate and multivariate tests. 
	The results indicate that an increase in voluntary disclosure, improves the stock performance, increases institutional ownership ,analyst following and stock liquidity.

	2007
	Hirst, D.E. et al.
	The effect of disaggregation of the forecast on the credibility of the forecast.
	120 MBA students
	Experimental research. 2x2 between participants experiment
	Disaggregated forecasts are more credible than aggregated forecasts. Plausibility, precision and financial reporting quality is increased by disaggregated forecasts. 



	2008
	Hirst, D.E. et al. 
	Overview of prior literature of management earnings forecasts. 
	No sample tested
	No methodology
	A framework is provided, which categorized management earnings forecasts in 3 components; antecedents, characteristics, and consequences.


	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2001
	Ho, S.S.M. & Wong, K.S. 
	Testing a theoretical framework of the proportion of independent directors, number of directors, existence audit committee, CEO duality and percentage family members on voluntary disclosure. 
	Final data set contains 98 responses of the CFOs of listed firms in Hong Kong and 92 responses of financial analysts in the time period 1997-1998. 

Disclosure is measured by a self-constructed index. 
	Survey research 
	Audit committee existence is positively related to voluntary disclosure and percentage family members is negatively related to the extent of voluntary disclosure. 

	2006
	Hossain, M. et al. 
	The effect of ownership structure on the decision to disclose quarterly foreign segment data. 
	139 U.S. multinationals for the period 1996-1988. The data is gathered from Press Releases Dow Jones Newswire , I/B/E/S, Execucomp and Lexix/Nexis.

	Univariate and multivariate tests, Wilcoxon Z and Pearson correlation. 
	Institutional, managerial and outside block holder ownership are negatively related to the extent of disclosure of quarterly foreign segment data. 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2007
	Huafang, X. & Jianguo, Y.
	The effect of ownership structure and board composition on voluntary disclosure of listed companies in China.
	559 firm observations in 2002
	Ordinary least square regression model
	Higher block holder ownership is associated with an increase in disclosure. Managerial ownership, state ownership and legal person ownership have no effect on voluntary disclosure. Independent directors’ increases voluntary disclosure and CEO duality decrease voluntary disclosure. 

	2009
	Hui, K.W. et al.
	The empirical relation between management earnings forecasts and accounting conservatism. 
	2.244 firms for the time period is 1997-2002. The data is gathered from the First Call Database and Compustat.
	Poison regression
	Accounting conservatism acts as a substitute for management earnings forecasts by decreasing the litigation chance and information asymmetry. 


	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2007
	Hutton, A.P & Stocken, P.C.
	The effect of forecasting reputation on the reaction of investors to management earnings forecasts. 
	8,277 management earnings forecasts issued by 1,767 firms for the time period 1996-2003. The First Call database and Compustat are used 
	Cross sectional OLS regression for testing the relation between returns and forecasts news the model of Lipe et al. (1998) is used. 
	Investors react more to management earnings forecasts, when the firm build up a reputation. This is also the case when the forecasts contain extreme news. 

	2009
	Hutton, A.P & Stocken, P.C.
	Whether the accuracy of the prior forecasts affect the response of the investors to their subsequent forecasts.
	6,665 management earnings forecasts for a time period of 2000-2007. The management earnings forecasts are gathered from the First Call database. 
	Cross-sectional OLS regression with calendar-year fixed effects model and the Bayesian framework used by Chen et al. (2005)
	Overall the results suggest that due the firm’s prior forecasting behavior it establish a forecasting reputation. 

	2003
	Hutton, A.P. et al. 
	Investigate the decision of managers to give additional information with their forecast and the market response to those forecasts with additional information.
	The sample contains 287 forecasts, from 147 firms for the period 1993-1997. 

The data is gathered from the Dow Jones database. CRSP and Compustat. 
	Multiple regressions
	Good news and bad news forecasts are supplemented in different ways. Bad news are more credible, and good news forecasts face an increase in credibility when they contain forward-looking statements. 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2007
	Kanagaretman, K. et al (2007)
	Examining the relationship between corporate governance and information asymmetry during quarterly earnings announcements in the equity market.
	1,170 earnings announcements for the third and fourth quarter of 2000 from the Dow Jones News Service and the PR newswire. 
	Univariate tests, ordinary least square estimation and simultaneous equations estimations using 2 stages least square estimation 
	Companies with a higher level of corporate governance, face lower information asymmetry during earning announcements.   

	2005
	Karamanou, I. & Vafeas, N. 
	The association between corporate boards and audit committees on voluntary financial disclosures.
	The dataset contains 275 S&P 500 firms that issued 1,621 forecasts during the period 1995-2000 from First Call database and Compustat.
	Logistic regression
	Companies with more effective boards and audit committees, make more forecasts, less precise, more accurate and more favorable market response. 

	2002
	Koch, A.S. 
	The linkage between financial distresses firms, the bias and the credibility of the forecast. 
	517 management forecasts, for the period 1993 to August 1997, from the First Call Corporation of Boston 
	Pearson correlation coefficient, Ohlson’s bankruptcy prediction model and ordinary least square regression 
	Forecasts issued by financial distressed firms are more upwardly biased and are seen as less credible. Investors and analysts see forecasts made by financial distressed firm with skepticism. 

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2009
	Kothari, S.P. et al. 
	Whether managers delay the disclosure of bad news relative to good news.
	The data set contains 7,044 announcements between 1962 and 2004, which include 5,803 dividend increases and 1,241 dividend decreases from CRSP and 4,016 management earnings forecasts from the First Call database. 
	Cross sectional regression
	The overall results indicate that managers delay the release of bad news to investors. 

	1996
	Lang, M.H. & Lundholm, R.J. 
	Examines the relation between the in formativeness of voluntary disclosure and analyst behavior.
	Disclosure is measured by the FAF ratings for the period 1985-1989 and 751 firms. Compustat is used for the other variables.
	Regression and correlations 
	More informative disclosure results in more analyst following, more accurate analyst forecasts, less dispersion between the analysts and less volatility in forecast revisions. 


	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2010
	Leung, S. & Horwitz, B. 
	The effect of ownership and corporate governance on the stock performance of Hong Kong companies during the Asian Financial Crisis.
	Total data set contains 463 companies for the time period August 1997 to August 1998. 
	Firm performance is measured by market adjusted returns and the hypotheses are tested by a regression model.
	Companies with more concentrated ownership perform better during the crisis. Companies with more equity ownership and CEO duality face also a smaller stock decline. 

	2003
	Nagar, V. et al.
	The relation between the decision to voluntary disclosure and their stock price-based incentives.
	1,109 management earnings forecasts for the period 1995-1997. Data is gathered from Compustat, IBES and Execucomp. 


	Correlation and multiple regression model 
	The results show that managers with stock price compensation mitigate the agency problem and make more voluntary disclosures. 

	2009
	Rogers, J.L. & Buskirk van A. 
	Investigating the changes in disclosure behavior for companies, that are involved in disclosure related litigation cases.
	827 disclosure related litigation cases for the period 1996-2005. Management earnings forecasts are gathered from the First Call database.

	Regression Model
	The results show that sued companies, do not increase their disclosure after the litigation process. Due the fact of being held accountable for their voluntary disclosures.

	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	2005
	Rogers, J.L. & Stocken, P.C.
	Examines the market’s ability to assess the truthfulness of the forecasts and whether affect the decision of managers to bias their forecasts.
	925 forecasts gathered from the First Call database for 595 firms for the period 1996-2000.
	Cross sectional ordinary least squares regression, correlation matrix and event return regression.
	Misrepresentation of the forecast is affected by the managerial incentive and the market’s ability to detect the misrepresentation. 

	2010
	Shivakumar, L. et al. 
	The credit market’s response to management earnings forecasts and evaluating the importance of these forecasts before and during the credit crisis. 
	Credit default swap data for the periods 2001-2008. The final data set contains 710 firms and 846,261 daily observations or credit default swaps. 


	Market response is measured due changes of credit default swaps. 
	The reaction of the credit market to management earnings forecasts are stronger than actual earnings news. Those forecasts are of higher importance in times of high uncertainty. 


	Year
	Author(s)
	Objective Study
	Sample
	Methodology
	Outcome

	1994
	Skinner, D.J.
	Investigating the incentives why firm voluntary disclose bad news. 
	468 earnings related disclosures made by 93 NASDAQ firms in the period 1981-1990 gathered from the NADAQ National Market System.
	Regression and Chi-Square
	Managers face an asymmetric loss function in their voluntary disclosure behavior; the disclosures incur infrequently. Good news disclosures tend to be point or range estimates of EPS and bad news tend to be qualitative statements.

	2009
	Zourarakis, N.S.
	The extent of voluntary disclosure of intellectual capital (IC) and the association of corporate governance on IC disclosure. 
	97 companies listed on the FTSE in 2007.
	Intangible asset monitors designed by Sveiby (1997), content analysis of annual reports to measure disclosure of IC and regression.
	UK firms disclose more information about IC. Corporate governance variable, size and industry are important factors on the extent of IC disclosure. 


Appendix 2: Companies selected

	Number
	Ticker Symbol
	Company Name

	1. 
	ABC
	AMERISOURCEBERGEN CORP

	2. 
	ABT
	ABBOTT LABORATORIES

	3. 
	ADP
	AUTOMATIC DATA PROCESSING

	4. 
	AEE
	AMEREN CORP

	5. 
	AEP
	AMERICAN ELECTRIC POWER CO

	6. 
	AES
	AES CORP

	7. 
	AET
	AETNA INC

	8. 
	AGN
	ALLERGAN INC

	9. 
	AMD
	ADVANCED MICRO DEVICES

	10. 
	AMGN
	AMGEN INC

	11. 
	AN
	AUTONATION INC

	12. 
	APD
	AIR PRODUCTS & CHEMICALS INC

	13. 
	ATI
	ALLEGHENY TECHNOLOGIES INC

	14. 
	AVP
	AVON PRODUCTS

	15. 
	AVY
	AVERY DENNISON CORP

	16. 
	AYE
	ALLEGHENY ENERGY INC

	17. 
	BA
	BOEING CO

	18. 
	BAX
	BAXTER INTERNATIONAL INC

	19. 
	BBY
	BEST BUY CO INC

	20. 
	BCR
	BARD (C.R.) INC

	21. 
	BDK
	BLACK & DECKER CORP

	22. 
	BDX
	BECTON DICKINSON & CO

	23. 
	BHI
	BAKER HUGHES INC

	24. 
	BJS
	BJ SERVICES CO

	25. 
	BLL
	BALL CORP

	26. 
	BMC
	BMC SOFTWARE INC

	27. 
	BMS
	BEMIS CO INC

	28. 
	BMY
	BRISTOL-MYERS SQUIBB CO

	29. 
	BNI
	BURLINGTON NORTHERN SANTA FE

	30. 
	BSX
	BOSTON SCIENTIFIC CORP

	31. 
	CAH
	CARDINAL HEALTH INC

	32. 
	CAT
	CATERPILLAR INC

	33. 
	CCE
	COCA-COLA ENTERPRISES INC

	34. 
	CEG
	CONSTELLATION ENERGY GRP INC

	35. 
	CL
	COLGATE-PALMOLIVE CO

	36. 
	CLX
	CLOROX CO/DE

	37. 
	CMI
	CUMMINS INC

	38. 
	CMS
	CMS ENERGY CORP

	39. 
	CNP
	CENTERPOINT ENERGY INC

	40. 
	COL
	ROCKWELL COLLINS INC

	41. 
	COST
	COSTCO WHOLESALE CORP

	42. 
	CPB
	CAMPBELL SOUP CO

	43. 
	CSC
	COMPUTER SCIENCES CORP

	44. 
	CTAS
	CINTAS CORP

	45. 
	CTL
	CENTURYLINK INC

	46. 
	CVS
	CVS CAREMARK CORP

	47. 
	D
	DOMINION RESOURCES INC

	48. 
	DGX
	QUEST DIAGNOSTICS INC

	49. 
	DHR
	DANAHER CORP

	50. 
	DIS
	DISNEY (WALT) CO

	51. 
	DOV
	DOVER CORP

	52. 
	DRI
	DARDEN RESTAURANTS INC

	53. 
	DTE
	DTE ENERGY CO

	54. 
	DUK
	DUKE ENERGY CORP

	55. 
	ECL
	ECOLAB INC

	56. 
	ED
	CONSOLIDATED EDISON INC

	57. 
	EFX
	EQUIFAX INC

	58. 
	EIX
	EDISON INTERNATIONAL

	59. 
	EMN
	EASTMAN CHEMICAL CO

	60. 
	EMR
	EMERSON ELECTRIC CO

	61. 
	EP
	EL PASO CORP

	62. 
	ESRX
	EXPRESS SCRIPTS INC

	63. 
	ETN
	EATON CORP

	64. 
	ETR
	ENTERGY CORP

	65. 
	EXC
	EXELON CORP

	66. 
	F
	FORD MOTOR CO

	67. 
	FDX
	FEDEX CORP

	68. 
	FE
	FIRSTENERGY CORP

	69. 
	FISV
	FISERV INC

	70. 
	FLR
	FLUOR CORP

	71. 
	FO
	FORTUNE BRANDS INC

	72. 
	GAS
	NICOR INC

	73. 
	GD
	GENERAL DYNAMICS CORP

	74. 
	GE
	GENERAL ELECTRIC CO

	75. 
	GENZ
	GENZYME CORP

	76. 
	GIS
	GENERAL MILLS INC

	77. 
	GLW
	CORNING INC

	78. 
	GPC
	GENUINE PARTS CO

	79. 
	GR
	GOODRICH CORP

	80. 
	GWW
	GRAINGER (W W) INC

	81. 
	HAS
	HASBRO INC

	82. 
	HD
	HOME DEPOT INC

	83. 
	HON
	HONEYWELL INTERNATIONAL INC

	84. 
	HOT
	STARWOOD HOTELS&RESORTS WRLD

	85. 
	HSY
	HERSHEY CO

	86. 
	IBM
	INTL BUSINESS MACHINES CORP

	87. 
	IFF
	INTL FLAVORS & FRAGRANCES

	88. 
	IGT
	INTL GAME TECHNOLOGY

	89. 
	IPG
	INTERPUBLIC GROUP OF COS

	90. 
	ITT
	ITT CORP

	91. 
	ITW
	ILLINOIS TOOL WORKS

	92. 
	JBL
	JABIL CIRCUIT INC

	93. 
	JCP
	PENNEY (J C) CO

	94. 
	JWN
	NORDSTROM INC

	95. 
	K
	KELLOGG CO

	96. 
	KMB
	KIMBERLY-CLARK CORP

	97. 
	KO
	COCA-COLA CO

	98. 
	KR
	KROGER CO

	99. 
	KSS
	KOHL'S CORP

	100. 
	LEG
	LEGGETT & PLATT INC

	101. 
	LLY
	LILLY (ELI) & CO

	102. 
	LMT
	LOCKHEED MARTIN CORP

	103. 
	LOW
	LOWE'S COMPANIES INC

	104. 
	LTD
	LIMITED BRANDS INC

	105. 
	LUV
	SOUTHWEST AIRLINES

	106. 
	MAR
	MARRIOTT INTL INC

	107. 
	MAS
	MASCO CORP

	108. 
	MCK
	MCKESSON CORP

	109. 
	MDP
	MEREDITH CORP

	110. 
	MDT
	MEDTRONIC INC

	111. 
	MHS
	MEDCO HEALTH SOLUTIONS INC

	112. 
	MKC
	MCCORMICK & CO INC

	113. 
	MMM
	3M CO

	114. 
	MO
	ALTRIA GROUP INC

	115. 
	MON
	MONSANTO CO

	116. 
	NI
	NISOURCE INC

	117. 
	NOC
	NORTHROP GRUMMAN CORP

	118. 
	NWL
	NEWELL RUBBERMAID INC

	119. 
	NYT
	NEW YORK TIMES CO  -CL A

	120. 
	ORCL
	ORACLE CORP

	121. 
	PBG
	PEPSI BOTTLING GROUP INC

	122. 
	PBI
	PITNEY BOWES INC

	123. 
	PCG
	PG&E CORP

	124. 
	PCL
	PLUM CREEK TIMBER CO INC

	125. 
	PEP
	PEPSICO INC

	126. 
	PFE
	PFIZER INC

	127. 
	PG
	PROCTER & GAMBLE CO

	128. 
	PGN
	PROGRESS ENERGY INC

	129. 
	PH
	PARKER-HANNIFIN CORP

	130. 
	PHM
	PULTEGROUP INC

	131. 
	PKI
	PERKINELMER INC

	132. 
	PNW
	PINNACLE WEST CAPITAL CORP

	133. 
	PPL
	PPL CORP

	134. 
	PTV
	PACTIV CORP

	135. 
	PX
	PRAXAIR INC

	136. 
	R
	RYDER SYSTEM INC

	137. 
	ROK
	ROCKWELL AUTOMATION

	138. 
	RRD
	DONNELLEY (R R) & SONS CO

	139. 
	RSH
	RADIOSHACK CORP

	140. 
	RTN
	RAYTHEON CO

	141. 
	S
	SPRINT NEXTEL CORP

	142. 
	SBUX
	STARBUCKS CORP

	143. 
	SEE
	SEALED AIR CORP

	144. 
	SHW
	SHERWIN-WILLIAMS CO

	145. 
	SIAL
	SIGMA-ALDRICH CORP

	146. 
	SLE
	SARA LEE CORP

	147. 
	SNA
	SNAP-ON INC

	148. 
	SO
	SOUTHERN CO

	149. 
	SPLS
	STAPLES INC

	150. 
	SRE
	SEMPRA ENERGY

	151. 
	STJ
	ST JUDE MEDICAL INC

	152. 
	SVU
	SUPERVALU INC

	153. 
	SWK
	STANLEY BLACK & DECKER INC

	154. 
	SWY
	SAFEWAY INC

	155. 
	TE
	TECO ENERGY INC

	156. 
	THC
	TENET HEALTHCARE CORP

	157. 
	TIF
	TIFFANY & CO

	158. 
	TJX
	TJX COMPANIES INC

	159. 
	TMO
	THERMO FISHER SCIENTIFIC INC

	160. 
	TWX
	TIME WARNER INC

	161. 
	TXT
	TEXTRON INC

	162. 
	UNP
	UNION PACIFIC CORP

	163. 
	UPS
	UNITED PARCEL SERVICE INC

	164. 
	UTX
	UNITED TECHNOLOGIES CORP

	165. 
	WAT
	WATERS CORP

	166. 
	WMB
	WILLIAMS COS INC

	167. 
	WMT
	WAL-MART STORES INC

	168. 
	WPI
	WATSON PHARMACEUTICALS INC

	169. 
	XEL
	XCEL ENERGY INC

	170. 
	XRX
	XEROX CORP

	171. 
	YUM
	YUM BRANDS INC

	172. 
	ZMH
	ZIMMER HOLDINGS INC


Appendix 3: First Call Historical Database
CIG code.

	CIG CODE
	Description
	Qualification specific.

	1
	May be below
	3

	2
	Not comfortable with
	3

	3
	Significantly more than
	3

	4
	Significantly less than
	3

	5
	Meet or exceeds expectations
	4

	6
	May not meet earnings
	4

	A
	About
	1

	B
	Between (&)
	2

	C
	May exceed
	3

	D
	Below expectations
	4

	E
	At least
	3

	F
	Comfortable with
	3

	G
	Low end of
	3

	H
	High end of
	3

	I
	2H might be
	3

	J
	May not meet expectations
	4

	K
	May be below expectations
	4

	L
	Less than
	3

	M
	More than
	3

	N
	None
	4

	O
	Okay with expectations
	4

	P
	Above expectations
	4

	Q
	Revenues about expectation
	4

	R
	Revenues below expectation
	4

	S
	Sales above expectation
	4

	T
	Sales below expectations
	4

	U
	At or below
	3

	V
	As low as
	3

	W
	As high as
	3

	X
	Expects loss
	4

	Y
	Expects profit
	4

	Z
	Break even
	4


· Point forecast: Earning are expected to be X
Range forecasts: Earnings are expected to be between X and Y
Minimum(maximum) forecast: Earnings are expected be at least (not expected to exceed) X.
Qualitative forecasts: Earnings are expect to be low/high
Appendix 4: 
Outliers

	Number
	Company name
	Year
	Explanation

	1
	AES Corp
	2004
	Extreme  value of leverage

	2
	Coca-Cola Enterprises INC 
	2008
	Extreme value of leverage

	3
	Clorox CO/DE
	2005
	Extreme value of growth

	4
	Clorox CO/DE
	2006
	Extreme value of growth

	5
	Ford Motor CO
	2006
	Extreme value of leverage

	6
	Pitney Bowes INC
	2009
	Extreme value of leverage and growth

	7
	Tenet Healthcare CORP
	2006
	Extreme value of leverage

	8
	Tenet Healthcare CORP
	2007
	Extreme value of leverage and growth

	9
	Yum Brands Inc.
	2008
	Extreme value of growth


Appendix 5:SPSS results corporate governance variables on the frequency of management earnings forecasts. 
Full model 2004-2006

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	FREQ
	4,78
	3,070
	516

	INSOWN
	,7470760555
	,14397182434
	516

	DIROWN
	,034397096073
	,0713693988035
	516

	OUTSIDE
	,749947
	,1359808
	516

	BOARDS
	10,88
	1,984
	516

	FIRMS
	8,065393106
	,4648432556
	516

	INDUS
	,0988
	,29873
	516

	GROWTH
	3,741370052
	4,0751297672
	516

	LEV
	,781132
	2,1453750
	516

	
	
	
	


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,235a
	,055
	,040
	3,008

	a. Predictors: (Constant), LEV, DIROWN, FIRMS, INDUS, OUTSIDE, GROWTH, INSOWN, BOARDS

	b. Dependent Variable: FREQ


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,055
	3,691
	8
	507
	,000

	

	b. Dependent Variable: FREQ


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	267,190
	8
	33,399
	3,691
	,000a

	
	Residual
	4587,624
	507
	9,049
	
	

	
	Total
	4854,814
	515
	
	
	

	a. Predictors: (Constant), LEV, DIROWN, FIRMS, INDUS, OUTSIDE, GROWTH, INSOWN, BOARDS

	b. Dependent Variable: FREQ


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-3,321
	2,972
	
	-1,117
	,264

	
	INSOWN
	-,907
	1,038
	-,043
	-,874
	,382

	
	DIROWN
	-,734
	1,994
	-,017
	-,368
	,713

	
	OUTSIDE
	1,745
	1,019
	,077
	1,713
	,087

	
	BOARDS
	,099
	,077
	,064
	1,280
	,201

	
	FIRMS
	,822
	,341
	,124
	2,408
	,016

	
	INDUS
	-,811
	,460
	-,079
	-1,762
	,079

	
	GROWTH
	-,021
	,035
	-,027
	-,584
	,559

	
	LEV
	-,067
	,066
	-,047
	-1,010
	,313

	a. Dependent Variable: FREQ

	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-9,160
	2,518
	
	
	

	
	INSOWN
	-2,947
	1,132
	-,097
	-,039
	-,038

	
	DIROWN
	-4,652
	3,184
	-,035
	-,016
	-,016

	
	OUTSIDE
	-,256
	3,747
	,086
	,076
	,074

	
	BOARDS
	-,053
	,251
	,133
	,057
	,055

	
	FIRMS
	,151
	1,492
	,180
	,106
	,104

	
	INDUS
	-1,715
	,093
	-,116
	-,078
	-,076

	
	GROWTH
	-,090
	,049
	-,063
	-,026
	-,025

	
	LEV
	-,197
	,063
	-,040
	-,045
	-,044

	a. Dependent Variable: FREQ


	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,786
	1,271

	
	DIROWN
	,867
	1,153

	
	OUTSIDE
	,915
	1,093

	
	BOARDS
	,744
	1,344

	
	FIRMS
	,698
	1,432

	
	INDUS
	,930
	1,075

	
	GROWTH
	,845
	1,183

	
	LEV
	,867
	1,154

	a. Dependent Variable: FREQ


	Coefficient Correlationsa

	Model
	LEV
	DIROWN
	FIRMS
	INDUS
	OUTSIDE

	1
	Correlations
	LEV
	1,000
	,039
	-,069
	,035
	-,037

	
	
	DIROWN
	,039
	1,000
	,176
	-,125
	,163

	
	
	FIRMS
	-,069
	,176
	1,000
	-,042
	-,086

	
	
	INDUS
	,035
	-,125
	-,042
	1,000
	,137

	
	
	OUTSIDE
	-,037
	,163
	-,086
	,137
	1,000

	
	
	GROWTH
	-,357
	-,031
	,156
	-,061
	,001

	
	
	INSOWN
	-,005
	,201
	,297
	-,135
	-,112

	
	
	BOARDS
	-,013
	-,157
	-,404
	,121
	,075

	
	Covariances
	LEV
	,004
	,005
	-,002
	,001
	-,002

	
	
	DIROWN
	,005
	3,977
	,120
	-,115
	,331

	
	
	FIRMS
	-,002
	,120
	,116
	-,007
	-,030

	
	
	INDUS
	,001
	-,115
	-,007
	,212
	,064

	
	
	OUTSIDE
	-,002
	,331
	-,030
	,064
	1,038

	
	
	GROWTH
	-,001
	-,002
	,002
	-,001
	4,437E-5

	
	
	INSOWN
	,000
	,416
	,105
	-,065
	-,118

	
	
	BOARDS
	-6,577E-5
	-,024
	-,011
	,004
	,006

	a. Dependent Variable: FREQ


	Coefficient Correlationsa

	Model
	GROWTH
	INSOWN
	BOARDS

	1
	Correlations
	LEV
	-,357
	-,005
	-,013

	
	
	DIROWN
	-,031
	,201
	-,157

	
	
	FIRMS
	,156
	,297
	-,404

	
	
	INDUS
	-,061
	-,135
	,121

	
	
	OUTSIDE
	,001
	-,112
	,075

	
	
	GROWTH
	1,000
	,105
	-,017

	
	
	INSOWN
	,105
	1,000
	,104

	
	
	BOARDS
	-,017
	,104
	1,000

	
	Covariances
	LEV
	-,001
	,000
	-6,577E-5

	
	
	DIROWN
	-,002
	,416
	-,024

	
	
	FIRMS
	,002
	,105
	-,011

	
	
	INDUS
	-,001
	-,065
	,004

	
	
	OUTSIDE
	4,437E-5
	-,118
	,006

	
	
	GROWTH
	,001
	,004
	-4,692E-5

	
	
	INSOWN
	,004
	1,078
	,008

	
	
	BOARDS
	-4,692E-5
	,008
	,006

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	5,910
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	1,001
	2,430
	,00
	,00
	,11
	,00

	
	
	
	3
	,864
	2,615
	,00
	,00
	,03
	,00

	
	
	
	4
	,746
	2,815
	,00
	,00
	,71
	,00

	
	
	
	5
	,400
	3,846
	,00
	,00
	,01
	,00

	
	
	
	6
	,042
	11,860
	,00
	,30
	,07
	,03

	
	
	
	7
	,026
	14,938
	,00
	,28
	,01
	,74

	
	
	
	8
	,010
	24,113
	,05
	,21
	,00
	,23

	
	
	
	9
	,001
	72,478
	,95
	,21
	,05
	,00

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	GROWTH
	LEV

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,01
	,00

	
	
	
	2
	,00
	,00
	,28
	,03
	,35

	
	
	
	3
	,00
	,00
	,42
	,03
	,29

	
	
	
	4
	,00
	,00
	,23
	,00
	,01

	
	
	
	5
	,00
	,00
	,01
	,89
	,34

	
	
	
	6
	,27
	,00
	,03
	,00
	,00

	
	
	
	7
	,06
	,00
	,02
	,00
	,00

	
	
	
	8
	,62
	,07
	,01
	,00
	,00

	
	
	
	9
	,05
	,93
	,00
	,04
	,01

	a. Dependent Variable: FREQ


	Casewise Diagnosticsa

	Case Number
	Std. Residual
	FREQ
	Predicted Value
	Residual

	dimension0
	15
	5,108
	21
	5,63
	15,366

	
	20
	3,139
	15
	5,56
	9,443

	
	191
	3,128
	15
	5,59
	9,410

	a. Dependent Variable: FREQ


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	2,26
	8,66
	4,78
	,720
	516

	Residual
	-8,660
	15,366
	,000
	2,985
	516

	Std. Predicted Value
	-3,496
	5,388
	,000
	1,000
	516

	Std. Residual
	-2,879
	5,108
	,000
	,992
	516

	a. Dependent Variable: FREQ


Model 2004-2006 without outliers

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	FREQ
	4,79
	3,062
	511

	INSOWN
	,7467963768
	,14410314165
	511

	DIROWN
	,034601317951
	,0716699781858
	511

	OUTSIDE
	,749175
	,1363584
	511

	BOARDS
	10,88
	1,990
	511

	FIRMS
	8,064165764
	,4616424661
	511

	INDUS
	,0998
	,30003
	511

	GROWTH
	3,889376297
	2,8213686913
	511

	LEV
	,813583
	1,0352106
	511


	

	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,280a
	,079
	,064
	2,963

	a. Predictors: (Constant), LEV, INDUS, GROWTH, DIROWN, BOARDS, OUTSIDE, INSOWN, FIRMS

	b. Dependent Variable: FREQ


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,079
	5,350
	8
	502
	,000

	

	b. Dependent Variable: FREQ


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	375,767
	8
	46,971
	5,350
	,000a

	
	Residual
	4407,407
	502
	8,780
	
	

	
	Total
	4783,174
	510
	
	
	

	a. Predictors: (Constant), LEV, INDUS, GROWTH, DIROWN, BOARDS, OUTSIDE, INSOWN, FIRMS

	b. Dependent Variable: FREQ


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-6,521
	3,087
	
	-2,112
	,035

	
	INSOWN
	-,829
	1,036
	-,039
	-,800
	,424

	
	DIROWN
	-1,065
	1,969
	-,025
	-,541
	,589

	
	OUTSIDE
	2,004
	1,011
	,089
	1,983
	,048

	
	BOARDS
	,090
	,076
	,058
	1,178
	,240

	
	FIRMS
	1,222
	,353
	,184
	3,458
	,001

	
	INDUS
	-,894
	,454
	-,088
	-1,970
	,049

	
	GROWTH
	,023
	,049
	,021
	,471
	,638

	
	LEV
	-,459
	,133
	-,155
	-3,446
	,001

	a. Dependent Variable: FREQ


	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-12,586
	-,456
	
	
	

	
	INSOWN
	-2,864
	1,206
	-,096
	-,036
	-,034

	
	DIROWN
	-4,934
	2,803
	-,036
	-,024
	-,023

	
	OUTSIDE
	,018
	3,990
	,086
	,088
	,085

	
	BOARDS
	-,060
	,240
	,135
	,052
	,050

	
	FIRMS
	,528
	1,917
	,198
	,153
	,148

	
	INDUS
	-1,786
	-,003
	-,118
	-,088
	-,084

	
	GROWTH
	-,073
	,119
	-,039
	,021
	,020

	
	LEV
	-,720
	-,197
	-,080
	-,152
	-,148

	a. Dependent Variable: FREQ

	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,773
	1,294

	
	DIROWN
	,864
	1,157

	
	OUTSIDE
	,906
	1,104

	
	BOARDS
	,744
	1,344

	
	FIRMS
	,647
	1,547

	
	INDUS
	,928
	1,077

	
	GROWTH
	,899
	1,112

	
	LEV
	,906
	1,103

	a. Dependent Variable: FREQ


	Coefficient Correlationsa

	Model
	LEV
	INDUS
	GROWTH
	DIROWN
	BOARDS

	1
	Correlations
	LEV
	1,000
	,037
	-,142
	,077
	-,014

	
	
	INDUS
	,037
	1,000
	-,068
	-,124
	,123

	
	
	GROWTH
	-,142
	-,068
	1,000
	-,015
	-,042

	
	
	DIROWN
	,077
	-,124
	-,015
	1,000
	-,158

	
	
	BOARDS
	-,014
	,123
	-,042
	-,158
	1,000

	
	
	OUTSIDE
	-,099
	,135
	-,031
	,154
	,077

	
	
	INSOWN
	,054
	-,138
	,158
	,204
	,094

	
	
	FIRMS
	-,183
	-,054
	,276
	,160
	-,395

	
	Covariances
	LEV
	,018
	,002
	-,001
	,020
	,000

	
	
	INDUS
	,002
	,206
	-,002
	-,111
	,004

	
	
	GROWTH
	-,001
	-,002
	,002
	-,001
	,000

	
	
	DIROWN
	,020
	-,111
	-,001
	3,877
	-,024

	
	
	BOARDS
	,000
	,004
	,000
	-,024
	,006

	
	
	OUTSIDE
	-,013
	,062
	-,002
	,307
	,006

	
	
	INSOWN
	,007
	-,065
	,008
	,416
	,007

	
	
	FIRMS
	-,009
	-,009
	,005
	,111
	-,011

	a. Dependent Variable: FREQ


	Coefficient Correlationsa

	Model
	OUTSIDE
	INSOWN
	FIRMS

	1
	Correlations
	LEV
	-,099
	,054
	-,183

	
	
	INDUS
	,135
	-,138
	-,054

	
	
	GROWTH
	-,031
	,158
	,276

	
	
	DIROWN
	,154
	,204
	,160

	
	
	BOARDS
	,077
	,094
	-,395

	
	
	OUTSIDE
	1,000
	-,124
	-,076

	
	
	INSOWN
	-,124
	1,000
	,301

	
	
	FIRMS
	-,076
	,301
	1,000

	
	Covariances
	LEV
	-,013
	,007
	-,009

	
	
	INDUS
	,062
	-,065
	-,009

	
	
	GROWTH
	-,002
	,008
	,005

	
	
	DIROWN
	,307
	,416
	,111

	
	
	BOARDS
	,006
	,007
	-,011

	
	
	OUTSIDE
	1,022
	-,130
	-,027

	
	
	INSOWN
	-,130
	1,073
	,110

	
	
	FIRMS
	-,027
	,110
	,125

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	6,358
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	,971
	2,558
	,00
	,00
	,18
	,00

	
	
	
	3
	,756
	2,900
	,00
	,00
	,59
	,00

	
	
	
	4
	,529
	3,468
	,00
	,00
	,09
	,00

	
	
	
	5
	,308
	4,541
	,00
	,00
	,00
	,00

	
	
	
	6
	,041
	12,425
	,00
	,28
	,08
	,04

	
	
	
	7
	,026
	15,581
	,00
	,30
	,01
	,74

	
	
	
	8
	,010
	24,923
	,05
	,21
	,01
	,22

	
	
	
	9
	,001
	78,979
	,95
	,21
	,04
	,00

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	GROWTH
	LEV

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,01
	,01

	
	
	
	2
	,00
	,00
	,53
	,00
	,06

	
	
	
	3
	,00
	,00
	,37
	,00
	,02

	
	
	
	4
	,00
	,00
	,03
	,00
	,84

	
	
	
	5
	,00
	,00
	,00
	,89
	,01

	
	
	
	6
	,29
	,00
	,02
	,00
	,02

	
	
	
	7
	,04
	,00
	,02
	,00
	,02

	
	
	
	8
	,62
	,07
	,01
	,00
	,00

	
	
	
	9
	,05
	,93
	,00
	,10
	,03

	a. Dependent Variable: FREQ

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	FREQ
	Predicted Value
	Residual

	dimension0
	15
	5,212
	21
	5,56
	15,442

	
	19
	3,036
	15
	6,01
	8,994

	
	188
	3,181
	15
	5,57
	9,425

	a. Dependent Variable: FREQ


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	1,52
	7,05
	4,79
	,858
	511

	Residual
	-6,757
	15,442
	,000
	2,940
	511

	Std. Predicted Value
	-3,805
	2,632
	,000
	1,000
	511

	Std. Residual
	-2,281
	5,212
	,000
	,992
	511

	a. Dependent Variable: FREQ


Full model 2007-2009
	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	FREQ
	5,12
	3,531
	516

	INSOWN
	,785492
	,1319955
	516

	DIROWN
	2,223272E4
	1,3057854E5
	516

	OUTSIDE
	,830342
	,0878556
	516

	BOARDS
	10,89
	1,854
	516

	FIRMS
	8,135373
	,4503229
	516

	INDUS
	,0988
	,29873
	516

	LEV
	1,136285
	18,6545718
	516

	GROWTH
	3,467800
	19,8987763
	516


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,284a
	,081
	,066
	3,412

	a. Predictors: (Constant), GROWTH, DIROWN, INDUS, FIRMS, OUTSIDE, BOARDS, INSOWN, LEV

	b. Dependent Variable: FREQ


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,081
	5,570
	8
	507
	,000

	

	b. Dependent Variable: FREQ


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	518,704
	8
	64,838
	5,570
	,000a

	
	Residual
	5901,358
	507
	11,640
	
	

	
	Total
	6420,062
	515
	
	
	

	a. Predictors: (Constant), GROWTH, DIROWN, INDUS, FIRMS, OUTSIDE, BOARDS, INSOWN, LEV

	b. Dependent Variable: FREQ


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-7,882
	3,641
	
	-2,165
	,031

	
	INSOWN
	-2,458
	1,300
	-,092
	-1,890
	,059

	
	DIROWN
	-3,070E-6
	,000
	-,114
	-2,481
	,013

	
	OUTSIDE
	6,837
	1,805
	,170
	3,788
	,000

	
	BOARDS
	,005
	,090
	,003
	,053
	,957

	
	FIRMS
	1,143
	,388
	,146
	2,950
	,003

	
	INDUS
	-,350
	,520
	-,030
	-,673
	,501

	
	LEV
	-,006
	,022
	-,030
	-,256
	,798

	
	GROWTH
	,004
	,021
	,025
	,216
	,829

	a. Dependent Variable: FREQ

	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-15,036
	-,728
	
	
	

	
	INSOWN
	-5,014
	,097
	-,101
	-,084
	-,080

	
	DIROWN
	,000
	,000
	-,111
	-,110
	-,106

	
	OUTSIDE
	3,291
	10,384
	,189
	,166
	,161

	
	BOARDS
	-,171
	,181
	,048
	,002
	,002

	
	FIRMS
	,382
	1,905
	,166
	,130
	,126

	
	INDUS
	-1,373
	,672
	-,076
	-,030
	-,029

	
	LEV
	-,049
	,038
	-,008
	-,011
	-,011

	
	GROWTH
	-,036
	,045
	-,006
	,010
	,009

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	5,152
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	1,884
	1,654
	,00
	,00
	,00
	,00

	
	
	
	3
	1,014
	2,254
	,00
	,00
	,62
	,00

	
	
	
	4
	,826
	2,497
	,00
	,00
	,24
	,00

	
	
	
	5
	,071
	8,536
	,00
	,00
	,00
	,00

	
	
	
	6
	,031
	12,810
	,00
	,32
	,09
	,00

	
	
	
	7
	,015
	18,741
	,00
	,43
	,00
	,22

	
	
	
	8
	,006
	29,347
	,05
	,01
	,04
	,76

	
	
	
	9
	,001
	70,140
	,94
	,24
	,00
	,02

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,00
	,00

	
	
	
	2
	,00
	,00
	,00
	,04
	,03

	
	
	
	3
	,00
	,00
	,19
	,00
	,00

	
	
	
	4
	,00
	,00
	,75
	,00
	,00

	
	
	
	5
	,00
	,00
	,00
	,92
	,93

	
	
	
	6
	,36
	,00
	,03
	,01
	,00

	
	
	
	7
	,40
	,01
	,00
	,02
	,02

	
	
	
	8
	,23
	,11
	,01
	,00
	,00

	
	
	
	9
	,01
	,87
	,00
	,02
	,02

	a. Dependent Variable: FREQ

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	FREQ
	Predicted Value
	Residual

	dimension0
	15
	3,781
	19
	6,10
	12,901

	
	139
	3,296
	18
	6,76
	11,244

	
	140
	5,291
	24
	5,95
	18,053

	
	490
	3,243
	17
	5,94
	11,064

	a. Dependent Variable: FREQ


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	,68
	7,66
	5,12
	1,004
	516

	Residual
	-7,552
	18,053
	,000
	3,385
	516

	Std. Predicted Value
	-4,431
	2,529
	,000
	1,000
	516

	Std. Residual
	-2,214
	5,291
	,000
	,992
	516

	a. Dependent Variable: FREQ


Model 2007-2009 without outliers

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	FREQ
	5,12
	3,541
	513

	INSOWN
	,785696
	,1315837
	513

	DIROWN
	2,230630E4
	1,3095583E5
	513

	OUTSIDE
	,830437
	,0879041
	513

	BOARDS
	10,88
	1,854
	513

	FIRMS
	8,136284
	,4513196
	513

	INDUS
	,0975
	,29688
	513

	LEV
	1,020809
	5,4288161
	513

	GROWTH
	3,399364
	5,3242603
	513


	

	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,288a
	,083
	,068
	3,418

	a. Predictors: (Constant), GROWTH, DIROWN, INDUS, FIRMS, OUTSIDE, BOARDS, INSOWN, LEV

	b. Dependent Variable: FREQ


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,083
	5,693
	8
	504
	,000

	

	b. Dependent Variable: FREQ


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	531,901
	8
	66,488
	5,693
	,000a

	
	Residual
	5886,605
	504
	11,680
	
	

	
	Total
	6418,507
	512
	
	
	

	a. Predictors: (Constant), GROWTH, DIROWN, INDUS, FIRMS, OUTSIDE, BOARDS, INSOWN, LEV

	b. Dependent Variable: FREQ


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-7,805
	3,700
	
	-2,109
	,035

	
	INSOWN
	-2,425
	1,310
	-,090
	-1,851
	,065

	
	DIROWN
	-3,014E-6
	,000
	-,111
	-2,429
	,016

	
	OUTSIDE
	6,878
	1,809
	,171
	3,803
	,000

	
	BOARDS
	-,003
	,090
	-,001
	-,030
	,976

	
	FIRMS
	1,145
	,393
	,146
	2,916
	,004

	
	INDUS
	-,437
	,527
	-,037
	-,829
	,408

	
	LEV
	-,025
	,033
	-,038
	-,742
	,459

	
	GROWTH
	-,009
	,034
	-,014
	-,271
	,787

	a. Dependent Variable: FREQ


	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-15,074
	-,536
	
	
	

	
	INSOWN
	-4,998
	,148
	-,101
	-,082
	-,079

	
	DIROWN
	,000
	,000
	-,111
	-,108
	-,104

	
	OUTSIDE
	3,325
	10,432
	,190
	,167
	,162

	
	BOARDS
	-,180
	,175
	,048
	-,001
	-,001

	
	FIRMS
	,373
	1,916
	,166
	,129
	,124

	
	INDUS
	-1,472
	,599
	-,078
	-,037
	-,035

	
	LEV
	-,090
	,040
	-,036
	-,033
	-,032

	
	GROWTH
	-,075
	,057
	-,041
	-,012
	-,012

	a. Dependent Variable: FREQ


	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,768
	1,302

	
	DIROWN
	,864
	1,158

	
	OUTSIDE
	,903
	1,108

	
	BOARDS
	,816
	1,226

	
	FIRMS
	,727
	1,376

	
	INDUS
	,932
	1,073

	
	LEV
	,706
	1,417

	
	GROWTH
	,707
	1,414

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	5,481
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	1,280
	2,069
	,00
	,00
	,02
	,00

	
	
	
	3
	,993
	2,350
	,00
	,00
	,67
	,00

	
	
	
	4
	,806
	2,608
	,00
	,00
	,17
	,00

	
	
	
	5
	,388
	3,759
	,00
	,00
	,00
	,00

	
	
	
	6
	,031
	13,228
	,00
	,33
	,09
	,00

	
	
	
	7
	,015
	19,279
	,00
	,42
	,00
	,22

	
	
	
	8
	,006
	30,194
	,05
	,01
	,04
	,76

	
	
	
	9
	,001
	73,147
	,95
	,24
	,00
	,02

	a. Dependent Variable: FREQ


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,00
	,01

	
	
	
	2
	,00
	,00
	,10
	,29
	,10

	
	
	
	3
	,00
	,00
	,08
	,03
	,01

	
	
	
	4
	,00
	,00
	,77
	,04
	,01

	
	
	
	5
	,00
	,00
	,00
	,60
	,82

	
	
	
	6
	,35
	,00
	,04
	,00
	,00

	
	
	
	7
	,40
	,01
	,00
	,01
	,01

	
	
	
	8
	,23
	,11
	,01
	,00
	,00

	
	
	
	9
	,01
	,87
	,00
	,02
	,04

	a. Dependent Variable: FREQ


	Casewise Diagnosticsa

	Case Number
	Std. Residual
	FREQ
	Predicted Value
	Residual

	dimension0
	15
	3,776
	19
	6,10
	12,904

	
	138
	3,286
	18
	6,77
	11,230

	
	139
	5,278
	24
	5,96
	18,039

	
	488
	3,235
	17
	5,94
	11,057

	a. Dependent Variable: FREQ


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	,74
	7,60
	5,12
	1,019
	513

	Residual
	-7,504
	18,039
	,000
	3,391
	513

	Std. Predicted Value
	-4,299
	2,436
	,000
	1,000
	513

	Std. Residual
	-2,196
	5,278
	,000
	,992
	513

	a. Dependent Variable: FREQ


Appendix 6: SPSS results corporate governance variables on the accuracy of management earnings forecasts. 
Model 2004-2006 without outlier

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	ACCUR
	,015982227418
	,0371360327160
	437

	INSOWN
	,7433314392
	,14262925128
	437

	DIROWN
	,035203770993
	,0740276108199
	437

	OUTSIDE
	,752001
	,1387585
	437

	BOARDS
	10,94
	1,966
	437

	FIRMS
	8,072275284
	,4588792236
	437

	INDUS
	,0938
	,29191
	437

	LEV
	,760817
	,9327815
	437

	GROWTH
	3,809573214
	2,5721575126
	437


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,295a
	,087
	,070
	,0358180706611

	a. Predictors: (Constant), GROWTH, OUTSIDE, BOARDS, INDUS, LEV, DIROWN, INSOWN, FIRMS

	b. Dependent Variable: ACCUR


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,087
	5,085
	8
	428
	,000

	

	b. Dependent Variable: ACCUR


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	,052
	8
	,007
	5,085
	,000a

	
	Residual
	,549
	428
	,001
	
	

	
	Total
	,601
	436
	
	
	

	a. Predictors: (Constant), GROWTH, OUTSIDE, BOARDS, INDUS, LEV, DIROWN, INSOWN, FIRMS

	b. Dependent Variable: ACCUR


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-,004
	,040
	
	-,097
	,923

	
	INSOWN
	,023
	,014
	,090
	1,689
	,092

	
	DIROWN
	,013
	,025
	,025
	,498
	,619

	
	OUTSIDE
	-,007
	,013
	-,024
	-,505
	,614

	
	BOARDS
	-,002
	,001
	-,119
	-2,211
	,028

	
	FIRMS
	,004
	,005
	,049
	,856
	,392

	
	INDUS
	-,003
	,006
	-,027
	-,562
	,575

	
	LEV
	,010
	,002
	,249
	5,062
	,000

	
	GROWTH
	-,002
	,001
	-,143
	-2,919
	,004

	a. Dependent Variable: ACCUR


	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-,083
	,075
	
	
	

	
	INSOWN
	-,004
	,051
	,062
	,081
	,078

	
	DIROWN
	-,037
	,062
	-,044
	,024
	,023

	
	OUTSIDE
	-,032
	,019
	,014
	-,024
	-,023

	
	BOARDS
	-,004
	,000
	-,062
	-,106
	-,102

	
	FIRMS
	-,005
	,013
	,066
	,041
	,040

	
	INDUS
	-,016
	,009
	-,015
	-,027
	-,026

	
	LEV
	,006
	,014
	,209
	,238
	,234

	
	GROWTH
	-,003
	-,001
	-,136
	-,140
	-,135

	a. Dependent Variable: ACCUR

	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,752
	1,329

	
	DIROWN
	,851
	1,176

	
	OUTSIDE
	,910
	1,099

	
	BOARDS
	,732
	1,367

	
	FIRMS
	,640
	1,563

	
	INDUS
	,906
	1,103

	
	LEV
	,883
	1,133

	
	GROWTH
	,890
	1,124

	a. Dependent Variable: ACCUR


	Coefficient Correlationsa

	Model
	GROWTH
	OUTSIDE
	BOARDS
	INDUS
	LEV

	1
	Correlations
	GROWTH
	1,000
	-,067
	-,068
	-,069
	-,142

	
	
	OUTSIDE
	-,067
	1,000
	,083
	,134
	-,067

	
	
	BOARDS
	-,068
	,083
	1,000
	,145
	-,076

	
	
	INDUS
	-,069
	,134
	,145
	1,000
	-,001

	
	
	LEV
	-,142
	-,067
	-,076
	-,001
	1,000

	
	
	DIROWN
	-,036
	,136
	-,155
	-,157
	,095

	
	
	INSOWN
	,145
	-,156
	,057
	-,194
	,087

	
	
	FIRMS
	,294
	-,090
	-,400
	-,058
	-,192

	
	Covariances
	GROWTH
	5,000E-7
	-6,135E-7
	-4,905E-8
	-3,002E-7
	-1,966E-7

	
	
	OUTSIDE
	-6,135E-7
	,000
	1,096E-6
	1,072E-5
	-1,700E-6

	
	
	BOARDS
	-4,905E-8
	1,096E-6
	1,041E-6
	9,115E-7
	-1,527E-7

	
	
	INDUS
	-3,002E-7
	1,072E-5
	9,115E-7
	3,810E-5
	-1,088E-8

	
	
	LEV
	-1,966E-7
	-1,700E-6
	-1,527E-7
	-1,088E-8
	3,831E-6

	
	
	DIROWN
	-6,387E-7
	4,420E-5
	-3,980E-6
	-2,428E-5
	4,665E-6

	
	
	INSOWN
	1,423E-6
	-2,804E-5
	8,050E-7
	-1,660E-5
	2,362E-6

	
	
	FIRMS
	9,716E-7
	-5,432E-6
	-1,909E-6
	-1,681E-6
	-1,753E-6

	a. Dependent Variable: ACCUR


	Coefficient Correlationsa

	Model
	DIROWN
	INSOWN
	FIRMS

	1
	Correlations
	GROWTH
	-,036
	,145
	,294

	
	
	OUTSIDE
	,136
	-,156
	-,090

	
	
	BOARDS
	-,155
	,057
	-,400

	
	
	INDUS
	-,157
	-,194
	-,058

	
	
	LEV
	,095
	,087
	-,192

	
	
	DIROWN
	1,000
	,246
	,137

	
	
	INSOWN
	,246
	1,000
	,284

	
	
	FIRMS
	,137
	,284
	1,000

	
	Covariances
	GROWTH
	-6,387E-7
	1,423E-6
	9,716E-7

	
	
	OUTSIDE
	4,420E-5
	-2,804E-5
	-5,432E-6

	
	
	BOARDS
	-3,980E-6
	8,050E-7
	-1,909E-6

	
	
	INDUS
	-2,428E-5
	-1,660E-5
	-1,681E-6

	
	
	LEV
	4,665E-6
	2,362E-6
	-1,753E-6

	
	
	DIROWN
	,001
	8,565E-5
	1,613E-5

	
	
	INSOWN
	8,565E-5
	,000
	1,837E-5

	
	
	FIRMS
	1,613E-5
	1,837E-5
	2,184E-5

	a. Dependent Variable: ACCUR


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	6,399
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	,969
	2,569
	,00
	,00
	,18
	,00

	
	
	
	3
	,755
	2,912
	,00
	,00
	,61
	,00

	
	
	
	4
	,525
	3,491
	,00
	,00
	,06
	,00

	
	
	
	5
	,277
	4,805
	,00
	,00
	,01
	,00

	
	
	
	6
	,038
	13,024
	,00
	,23
	,10
	,09

	
	
	
	7
	,026
	15,713
	,00
	,37
	,00
	,72

	
	
	
	8
	,010
	24,914
	,05
	,21
	,01
	,19

	
	
	
	9
	,001
	79,708
	,95
	,19
	,03
	,00

	a. Dependent Variable: ACCUR


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,01
	,01

	
	
	
	2
	,00
	,00
	,55
	,04
	,00

	
	
	
	3
	,00
	,00
	,34
	,01
	,00

	
	
	
	4
	,00
	,00
	,02
	,83
	,00

	
	
	
	5
	,00
	,00
	,00
	,00
	,88

	
	
	
	6
	,31
	,00
	,04
	,06
	,00

	
	
	
	7
	,01
	,00
	,04
	,02
	,00

	
	
	
	8
	,62
	,06
	,01
	,00
	,00

	
	
	
	9
	,06
	,94
	,00
	,03
	,11

	a. Dependent Variable: ACCUR

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	ACCUR
	Predicted Value
	Residual

	dimension0
	18
	3,283
	,1208937540
	,003320871872
	,1175728821277

	
	36
	6,024
	,2633229000
	,047544585709
	,2157783142909

	
	70
	5,852
	,2225398100
	,012946172263
	,2095936377372

	
	81
	4,699
	,1930099100
	,024688715235
	,1683211947646

	
	301
	8,547
	,3338134600
	,027676103796
	,3061373562036

	
	353
	3,320
	,1449451900
	,026018287856
	,1189269021442

	
	393
	12,030
	,4772585600
	,046372767260
	,4308857927400

	
	424
	4,192
	,1753306700
	,025190788216
	,1501398817842

	a. Dependent Variable: ACCUR


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	-,014129594900
	,100091077387
	,015982227418
	,0109403298309
	437

	Residual
	-,0905812010169
	,4308857917786
	,0000000000000
	,0354879431508
	437

	Std. Predicted Value
	-2,752
	7,688
	,000
	1,000
	437

	Std. Residual
	-2,529
	12,030
	,000
	,991
	437

	a. Dependent Variable: ACCUR


Model 2007-2009 without outliers

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	ACCUR
	,023604610163
	,0590432666917
	428

	INSOWN
	,779514
	,1315835
	428

	DIROWN
	,028966135383
	,0663935895680
	428

	OUTSIDE
	,836019
	,0853893
	428

	BOARDS
	10,93
	1,824
	428

	FIRMS
	8,149132
	,4332819
	428

	INDUS
	,0888
	,28477
	428

	LEV
	,961066
	2,8511026
	428

	GROWTH
	3,293621
	5,0548609
	428


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,215a
	,046
	,028
	,0582087918132

	a. Predictors: (Constant), GROWTH, INDUS, DIROWN, FIRMS, OUTSIDE, BOARDS, LEV, INSOWN

	b. Dependent Variable: ACCUR


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,046
	2,541
	8
	419
	,010

	

	b. Dependent Variable: ACCUR


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	,069
	8
	,009
	2,541
	,010a

	
	Residual
	1,420
	419
	,003
	
	

	
	Total
	1,489
	427
	
	
	

	a. Predictors: (Constant), GROWTH, INDUS, DIROWN, FIRMS, OUTSIDE, BOARDS, LEV, INSOWN

	b. Dependent Variable: ACCUR


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-,164
	,073
	
	-2,254
	,025

	
	INSOWN
	,071
	,024
	,158
	2,908
	,004

	
	DIROWN
	,057
	,048
	,064
	1,191
	,235

	
	OUTSIDE
	,022
	,036
	,032
	,620
	,535

	
	BOARDS
	,002
	,002
	,072
	1,346
	,179

	
	FIRMS
	,011
	,008
	,080
	1,413
	,159

	
	INDUS
	-,010
	,010
	-,050
	-1,015
	,311

	
	LEV
	,003
	,001
	,124
	2,320
	,021

	
	GROWTH
	-,001
	,001
	-,082
	-1,538
	,125

	a. Dependent Variable: ACCUR


	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-,308
	-,021
	
	
	

	
	INSOWN
	,023
	,119
	,098
	,141
	,139

	
	DIROWN
	-,037
	,151
	,008
	,058
	,057

	
	OUTSIDE
	-,048
	,092
	,046
	,030
	,030

	
	BOARDS
	-,001
	,006
	,084
	,066
	,064

	
	FIRMS
	-,004
	,026
	,065
	,069
	,067

	
	INDUS
	-,030
	,010
	-,051
	-,050
	-,048

	
	LEV
	,000
	,005
	,090
	,113
	,111

	
	GROWTH
	-,002
	,000
	-,047
	-,075
	-,073

	a. Dependent Variable: ACCUR

	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,767
	1,304

	
	DIROWN
	,788
	1,269

	
	OUTSIDE
	,852
	1,173

	
	BOARDS
	,803
	1,245

	
	FIRMS
	,712
	1,404

	
	INDUS
	,936
	1,069

	
	LEV
	,801
	1,248

	
	GROWTH
	,792
	1,263

	a. Dependent Variable: ACCUR


	Coefficient Correlationsa

	Model
	GROWTH
	INDUS
	DIROWN
	FIRMS
	OUTSIDE

	1
	Correlations
	GROWTH
	1,000
	-,018
	-,039
	,128
	,008

	
	
	INDUS
	-,018
	1,000
	-,076
	-,034
	,108

	
	
	DIROWN
	-,039
	-,076
	1,000
	,206
	,297

	
	
	FIRMS
	,128
	-,034
	,206
	1,000
	-,063

	
	
	OUTSIDE
	,008
	,108
	,297
	-,063
	1,000

	
	
	BOARDS
	,009
	,113
	-,168
	-,371
	,038

	
	
	LEV
	-,434
	,087
	-,003
	-,081
	-,035

	
	
	INSOWN
	,094
	-,160
	,241
	,354
	-,111

	
	Covariances
	GROWTH
	3,923E-7
	-1,158E-7
	-1,167E-6
	6,172E-7
	1,765E-7

	
	
	INDUS
	-1,158E-7
	,000
	-3,728E-5
	-2,696E-6
	3,943E-5

	
	
	DIROWN
	-1,167E-6
	-3,728E-5
	,002
	7,578E-5
	,001

	
	
	FIRMS
	6,172E-7
	-2,696E-6
	7,578E-5
	5,933E-5
	-1,730E-5

	
	
	OUTSIDE
	1,765E-7
	3,943E-5
	,001
	-1,730E-5
	,001

	
	
	BOARDS
	1,008E-8
	1,996E-6
	-1,386E-5
	-4,922E-6
	2,351E-6

	
	
	LEV
	-2,999E-7
	9,826E-7
	-1,603E-7
	-6,890E-7
	-1,381E-6

	
	
	INSOWN
	1,446E-6
	-3,998E-5
	,000
	6,673E-5
	-9,670E-5

	a. Dependent Variable: ACCUR


	Coefficient Correlationsa

	Model
	BOARDS
	LEV
	INSOWN

	1
	Correlations
	GROWTH
	,009
	-,434
	,094

	
	
	INDUS
	,113
	,087
	-,160

	
	
	DIROWN
	-,168
	-,003
	,241

	
	
	FIRMS
	-,371
	-,081
	,354

	
	
	OUTSIDE
	,038
	-,035
	-,111

	
	
	BOARDS
	1,000
	,032
	,012

	
	
	LEV
	,032
	1,000
	-,022

	
	
	INSOWN
	,012
	-,022
	1,000

	
	Covariances
	GROWTH
	1,008E-8
	-2,999E-7
	1,446E-6

	
	
	INDUS
	1,996E-6
	9,826E-7
	-3,998E-5

	
	
	DIROWN
	-1,386E-5
	-1,603E-7
	,000

	
	
	FIRMS
	-4,922E-6
	-6,890E-7
	6,673E-5

	
	
	OUTSIDE
	2,351E-6
	-1,381E-6
	-9,670E-5

	
	
	BOARDS
	2,971E-6
	6,107E-8
	5,255E-7

	
	
	LEV
	6,107E-8
	1,218E-6
	-5,832E-7

	
	
	INSOWN
	5,255E-7
	-5,832E-7
	,001

	a. Dependent Variable: ACCUR


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	5,716
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	1,132
	2,247
	,00
	,00
	,00
	,00

	
	
	
	3
	,863
	2,573
	,00
	,00
	,21
	,00

	
	
	
	4
	,802
	2,670
	,00
	,00
	,55
	,00

	
	
	
	5
	,435
	3,623
	,00
	,00
	,01
	,00

	
	
	
	6
	,030
	13,693
	,00
	,36
	,07
	,00

	
	
	
	7
	,014
	19,955
	,01
	,40
	,01
	,18

	
	
	
	8
	,006
	32,155
	,04
	,00
	,05
	,78

	
	
	
	9
	,001
	79,115
	,95
	,24
	,09
	,04

	a. Dependent Variable: ACCUR


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,00
	,01

	
	
	
	2
	,00
	,00
	,16
	,33
	,11

	
	
	
	3
	,00
	,00
	,47
	,05
	,04

	
	
	
	4
	,00
	,00
	,30
	,03
	,00

	
	
	
	5
	,00
	,00
	,01
	,57
	,81

	
	
	
	6
	,32
	,00
	,04
	,00
	,00

	
	
	
	7
	,45
	,01
	,00
	,00
	,00

	
	
	
	8
	,19
	,11
	,01
	,00
	,00

	
	
	
	9
	,04
	,88
	,00
	,01
	,02

	a. Dependent Variable: ACCUR

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	ACCUR
	Predicted Value
	Residual

	dimension0
	78
	12,668
	,7636508300
	,026257986579
	,7373928434208

	
	145
	3,265
	,2375478900
	,047480142315
	,1900677476846

	
	370
	9,867
	,6190476400
	,044707547902
	,5743400920983

	
	383
	4,879
	,3391304300
	,055149964372
	,2839804656284

	
	393
	4,286
	,2925499700
	,043073568911
	,2494764010894

	a. Dependent Variable: ACCUR


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	-,028904316947
	,137599810958
	,023604610163
	,0127013480716
	428

	Residual
	-,1238202899694
	,7373928427696
	,0000000000000
	,0576609321707
	428

	Std. Predicted Value
	-4,134
	8,975
	,000
	1,000
	428

	Std. Residual
	-2,127
	12,668
	,000
	,991
	428

	a. Dependent Variable: ACCUR


Appendix 7: SPSS results corporate governance variables on the bias of management earnings forecasts. 
Full model: 2004-2006

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	BIAS
	-,003170435762
	,0403001967005
	440

	INSOWN
	,7432891007
	,14233628862
	440

	DIROWN
	,035085997557
	,0738062717578
	440

	OUTSIDE
	,752632
	,1385358
	440

	BOARDS
	10,94
	1,961
	440

	FIRMS
	8,070823001
	,4589959209
	440

	INDUS
	,09
	,291
	440

	LEV
	,757723
	1,3952761
	440

	GROWTH
	3,635251043
	4,0570731399
	440


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,194a
	,037
	,020
	,0399033639598

	a. Predictors: (Constant), GROWTH, OUTSIDE, BOARDS, INDUS, DIROWN, INSOWN, LEV, FIRMS

	b. Dependent Variable: BIAS




	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,037
	2,097
	8
	431
	,035

	

	b. Dependent Variable: BIAS

	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	,027
	8
	,003
	2,097
	,035a

	
	Residual
	,686
	431
	,002
	
	

	
	Total
	,713
	439
	
	
	

	a. Predictors: (Constant), GROWTH, OUTSIDE, BOARDS, INDUS, DIROWN, INSOWN, LEV, FIRMS

	b. Dependent Variable: BIAS


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	,005
	,043
	
	,109
	,913

	
	INSOWN
	-,026
	,015
	-,092
	-1,698
	,090

	
	DIROWN
	-,003
	,028
	-,006
	-,108
	,914

	
	OUTSIDE
	,014
	,014
	,049
	,998
	,319

	
	BOARDS
	-,001
	,001
	-,032
	-,584
	,560

	
	FIRMS
	,001
	,005
	,013
	,231
	,818

	
	INDUS
	,000
	,007
	,003
	,057
	,955

	
	LEV
	-,006
	,002
	-,203
	-3,632
	,000

	
	GROWTH
	,001
	,001
	,079
	1,455
	,146

	a. Dependent Variable: BIAS


	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-,081
	,090
	
	
	

	
	INSOWN
	-,056
	,004
	-,053
	-,082
	-,080

	
	DIROWN
	-,058
	,052
	,014
	-,005
	-,005

	
	OUTSIDE
	-,014
	,043
	,028
	,048
	,047

	
	BOARDS
	-,003
	,002
	-,036
	-,028
	-,028

	
	FIRMS
	-,009
	,011
	-,024
	,011
	,011

	
	INDUS
	-,013
	,014
	-,004
	,003
	,003

	
	LEV
	-,009
	-,003
	-,153
	-,172
	-,172

	
	GROWTH
	,000
	,002
	-,006
	,070
	,069

	a. Dependent Variable: BIAS

	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,767
	1,303

	
	DIROWN
	,854
	1,171

	
	OUTSIDE
	,917
	1,091

	
	BOARDS
	,737
	1,357

	
	FIRMS
	,669
	1,494

	
	INDUS
	,907
	1,102

	
	LEV
	,717
	1,395

	
	GROWTH
	,748
	1,336

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	GROWTH
	OUTSIDE
	BOARDS
	INDUS
	DIROWN

	1
	Correlations
	GROWTH
	1,000
	-,003
	-,019
	-,058
	-,059

	
	
	OUTSIDE
	-,003
	1,000
	,075
	,131
	,140

	
	
	BOARDS
	-,019
	,075
	1,000
	,142
	-,152

	
	
	INDUS
	-,058
	,131
	,142
	1,000
	-,156

	
	
	DIROWN
	-,059
	,140
	-,152
	-,156
	1,000

	
	
	INSOWN
	,069
	-,143
	,071
	-,190
	,244

	
	
	LEV
	-,480
	-,049
	-,041
	,015
	,069

	
	
	FIRMS
	,216
	-,074
	-,401
	-,052
	,145

	
	Covariances
	GROWTH
	2,945E-7
	-2,366E-8
	-1,163E-8
	-2,151E-7
	-9,009E-7

	
	
	OUTSIDE
	-2,366E-8
	,000
	1,222E-6
	1,293E-5
	5,607E-5

	
	
	BOARDS
	-1,163E-8
	1,222E-6
	1,281E-6
	1,104E-6
	-4,808E-6

	
	
	INDUS
	-2,151E-7
	1,293E-5
	1,104E-6
	4,720E-5
	-2,996E-5

	
	
	DIROWN
	-9,009E-7
	5,607E-5
	-4,808E-6
	-2,996E-5
	,001

	
	
	INSOWN
	5,712E-7
	-3,141E-5
	1,231E-6
	-1,998E-5
	,000

	
	
	LEV
	-4,202E-7
	-1,123E-6
	-7,456E-8
	1,622E-7
	3,087E-6

	
	
	FIRMS
	5,948E-7
	-5,395E-6
	-2,303E-6
	-1,820E-6
	2,056E-5

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	INSOWN
	LEV
	FIRMS

	1
	Correlations
	GROWTH
	,069
	-,480
	,216

	
	
	OUTSIDE
	-,143
	-,049
	-,074

	
	
	BOARDS
	,071
	-,041
	-,401

	
	
	INDUS
	-,190
	,015
	-,052

	
	
	DIROWN
	,244
	,069
	,145

	
	
	INSOWN
	1,000
	,046
	,269

	
	
	LEV
	,046
	1,000
	-,230

	
	
	FIRMS
	,269
	-,230
	1,000

	
	Covariances
	GROWTH
	5,712E-7
	-4,202E-7
	5,948E-7

	
	
	OUTSIDE
	-3,141E-5
	-1,123E-6
	-5,395E-6

	
	
	BOARDS
	1,231E-6
	-7,456E-8
	-2,303E-6

	
	
	INDUS
	-1,998E-5
	1,622E-7
	-1,820E-6

	
	
	DIROWN
	,000
	3,087E-6
	2,056E-5

	
	
	INSOWN
	,000
	1,129E-6
	2,080E-5

	
	
	LEV
	1,129E-6
	2,600E-6
	-1,881E-6

	
	
	FIRMS
	2,080E-5
	-1,881E-6
	2,572E-5

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	6,029
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	,986
	2,472
	,00
	,00
	,14
	,00

	
	
	
	3
	,819
	2,713
	,00
	,00
	,01
	,00

	
	
	
	4
	,749
	2,837
	,00
	,00
	,68
	,00

	
	
	
	5
	,341
	4,203
	,00
	,00
	,02
	,00

	
	
	
	6
	,038
	12,566
	,00
	,25
	,10
	,08

	
	
	
	7
	,026
	15,204
	,00
	,36
	,00
	,72

	
	
	
	8
	,010
	24,254
	,05
	,21
	,01
	,19

	
	
	
	9
	,001
	75,254
	,95
	,17
	,04
	,00

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,01
	,01

	
	
	
	2
	,00
	,00
	,44
	,12
	,02

	
	
	
	3
	,00
	,00
	,22
	,28
	,09

	
	
	
	4
	,00
	,00
	,24
	,00
	,00

	
	
	
	5
	,00
	,00
	,01
	,49
	,82

	
	
	
	6
	,30
	,00
	,04
	,04
	,00

	
	
	
	7
	,02
	,00
	,04
	,01
	,00

	
	
	
	8
	,63
	,06
	,01
	,00
	,00

	
	
	
	9
	,05
	,93
	,00
	,05
	,06

	a. Dependent Variable: BIAS

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	BIAS
	Predicted Value
	Residual

	dimension0
	1
	-11,500
	-,4772585600
	-,018385785080
	-,4588727749203

	
	2
	-6,209
	-,2633229000
	-,015543235008
	-,2477796649918

	
	3
	-5,482
	-,2225398100
	-,003778607215
	-,2187612027850

	
	4
	-4,569
	-,1930099100
	-,010698560459
	-,1823113495414

	
	5
	-4,236
	-,1753306700
	-,006300608850
	-,1690300611496

	
	6
	-3,462
	-,1449451900
	-,006796007882
	-,1381491821185

	
	440
	8,339
	,3338134600
	,001047123998
	,3327663360021

	a. Dependent Variable: BIAS


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	-,092166841030
	,023581270128
	-,003170435762
	,0078002476028
	440

	Residual
	-,4588727653027
	,3327663242817
	,0000000000000
	,0395381080912
	440

	Std. Predicted Value
	-11,409
	3,430
	,000
	1,000
	440

	Std. Residual
	-11,500
	8,339
	,000
	,991
	440

	a. Dependent Variable: BIAS


Model 2004-2006 without outliers
	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	BIAS
	-,003298628929
	,0403013208503
	437

	INSOWN
	,7433314392
	,14262925128
	437

	DIROWN
	,035203770993
	,0740276108199
	437

	OUTSIDE
	,752001
	,1387585
	437

	BOARDS
	10,94
	1,966
	437

	FIRMS
	8,072275284
	,4588792236
	437

	INDUS
	,09
	,292
	437

	LEV
	,760817
	,9327815
	437

	GROWTH
	3,809573214
	2,5721575126
	437


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,226a
	,051
	,033
	,0396221799775

	a. Predictors: (Constant), GROWTH, OUTSIDE, BOARDS, INDUS, LEV, DIROWN, INSOWN, FIRMS

	b. Dependent Variable: BIAS


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,051
	2,884
	8
	428
	,004

	

	b. Dependent Variable: BIAS

	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	,036
	8
	,005
	2,884
	,004a

	
	Residual
	,672
	428
	,002
	
	

	
	Total
	,708
	436
	
	
	

	a. Predictors: (Constant), GROWTH, OUTSIDE, BOARDS, INDUS, LEV, DIROWN, INSOWN, FIRMS

	b. Dependent Variable: BIAS


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-,002
	,045
	
	-,045
	,964

	
	INSOWN
	-,028
	,015
	-,098
	-1,812
	,071

	
	DIROWN
	-,007
	,028
	-,013
	-,264
	,792

	
	OUTSIDE
	,015
	,014
	,051
	1,026
	,306

	
	BOARDS
	,000
	,001
	-,024
	-,428
	,669

	
	FIRMS
	,002
	,005
	,026
	,448
	,654

	
	INDUS
	,001
	,007
	,005
	,094
	,925

	
	LEV
	-,010
	,002
	-,223
	-4,450
	,000

	
	GROWTH
	,001
	,001
	,040
	,808
	,419

	a. Dependent Variable: BIAS

	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-,090
	,086
	
	
	

	
	INSOWN
	-,058
	,002
	-,054
	-,087
	-,085

	
	DIROWN
	-,062
	,047
	,015
	-,013
	-,012

	
	OUTSIDE
	-,013
	,043
	,024
	,050
	,048

	
	BOARDS
	-,003
	,002
	-,034
	-,021
	-,020

	
	FIRMS
	-,008
	,012
	-,020
	,022
	,021

	
	INDUS
	-,013
	,014
	-,002
	,005
	,004

	
	LEV
	-,014
	-,005
	-,196
	-,210
	-,210

	
	GROWTH
	-,001
	,002
	,023
	,039
	,038

	a. Dependent Variable: BIAS


	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,752
	1,329

	
	DIROWN
	,851
	1,176

	
	OUTSIDE
	,910
	1,099

	
	BOARDS
	,732
	1,367

	
	FIRMS
	,640
	1,563

	
	INDUS
	,906
	1,103

	
	LEV
	,883
	1,133

	
	GROWTH
	,890
	1,124

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	GROWTH
	OUTSIDE
	BOARDS
	INDUS
	LEV

	1
	Correlations
	GROWTH
	1,000
	-,067
	-,068
	-,069
	-,142

	
	
	OUTSIDE
	-,067
	1,000
	,083
	,134
	-,067

	
	
	BOARDS
	-,068
	,083
	1,000
	,145
	-,076

	
	
	INDUS
	-,069
	,134
	,145
	1,000
	-,001

	
	
	LEV
	-,142
	-,067
	-,076
	-,001
	1,000

	
	
	DIROWN
	-,036
	,136
	-,155
	-,157
	,095

	
	
	INSOWN
	,145
	-,156
	,057
	-,194
	,087

	
	
	FIRMS
	,294
	-,090
	-,400
	-,058
	-,192

	
	Covariances
	GROWTH
	6,118E-7
	-7,508E-7
	-6,002E-8
	-3,674E-7
	-2,406E-7

	
	
	OUTSIDE
	-7,508E-7
	,000
	1,341E-6
	1,312E-5
	-2,081E-6

	
	
	BOARDS
	-6,002E-8
	1,341E-6
	1,274E-6
	1,115E-6
	-1,868E-7

	
	
	INDUS
	-3,674E-7
	1,312E-5
	1,115E-6
	4,662E-5
	-1,331E-8

	
	
	LEV
	-2,406E-7
	-2,081E-6
	-1,868E-7
	-1,331E-8
	4,687E-6

	
	
	DIROWN
	-7,816E-7
	5,408E-5
	-4,870E-6
	-2,971E-5
	5,708E-6

	
	
	INSOWN
	1,741E-6
	-3,431E-5
	9,851E-7
	-2,032E-5
	2,890E-6

	
	
	FIRMS
	1,189E-6
	-6,647E-6
	-2,336E-6
	-2,057E-6
	-2,145E-6

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	DIROWN
	INSOWN
	FIRMS

	1
	Correlations
	GROWTH
	-,036
	,145
	,294

	
	
	OUTSIDE
	,136
	-,156
	-,090

	
	
	BOARDS
	-,155
	,057
	-,400

	
	
	INDUS
	-,157
	-,194
	-,058

	
	
	LEV
	,095
	,087
	-,192

	
	
	DIROWN
	1,000
	,246
	,137

	
	
	INSOWN
	,246
	1,000
	,284

	
	
	FIRMS
	,137
	,284
	1,000

	
	Covariances
	GROWTH
	-7,816E-7
	1,741E-6
	1,189E-6

	
	
	OUTSIDE
	5,408E-5
	-3,431E-5
	-6,647E-6

	
	
	BOARDS
	-4,870E-6
	9,851E-7
	-2,336E-6

	
	
	INDUS
	-2,971E-5
	-2,032E-5
	-2,057E-6

	
	
	LEV
	5,708E-6
	2,890E-6
	-2,145E-6

	
	
	DIROWN
	,001
	,000
	1,974E-5

	
	
	INSOWN
	,000
	,000
	2,248E-5

	
	
	FIRMS
	1,974E-5
	2,248E-5
	2,672E-5

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	6,399
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	,969
	2,569
	,00
	,00
	,18
	,00

	
	
	
	3
	,755
	2,912
	,00
	,00
	,61
	,00

	
	
	
	4
	,525
	3,491
	,00
	,00
	,06
	,00

	
	
	
	5
	,277
	4,805
	,00
	,00
	,01
	,00

	
	
	
	6
	,038
	13,024
	,00
	,23
	,10
	,09

	
	
	
	7
	,026
	15,713
	,00
	,37
	,00
	,72

	
	
	
	8
	,010
	24,914
	,05
	,21
	,01
	,19

	
	
	
	9
	,001
	79,708
	,95
	,19
	,03
	,00

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,01
	,01

	
	
	
	2
	,00
	,00
	,55
	,04
	,00

	
	
	
	3
	,00
	,00
	,34
	,01
	,00

	
	
	
	4
	,00
	,00
	,02
	,83
	,00

	
	
	
	5
	,00
	,00
	,00
	,00
	,88

	
	
	
	6
	,31
	,00
	,04
	,06
	,00

	
	
	
	7
	,01
	,00
	,04
	,02
	,00

	
	
	
	8
	,62
	,06
	,01
	,00
	,00

	
	
	
	9
	,06
	,94
	,00
	,03
	,11

	a. Dependent Variable: BIAS

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	BIAS
	Predicted Value
	Residual

	dimension0
	36
	-6,000
	-,2633229000
	-,025588447408
	-,2377344525916

	
	70
	-5,561
	-,2225398100
	-,002195678808
	-,2203441311922

	
	79
	-4,506
	-,1930099100
	-,014484168251
	-,1785257417488

	
	303
	8,403
	,3338134600
	,000882103260
	,3329313567402

	
	352
	-3,460
	-,1449451900
	-,007868106273
	-,1370770837267

	
	393
	-11,388
	-,4772585600
	-,026047171667
	-,4512113883329

	
	423
	-4,246
	-,1753306700
	-,007083057156
	-,1682476128444

	a. Dependent Variable: BIAS


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	-,085243932903
	,012975092977
	-,003298628929
	,0091151047888
	437

	Residual
	-,4512113928795
	,3329313695431
	,0000000000000
	,0392569908038
	437

	Std. Predicted Value
	-8,990
	1,785
	,000
	1,000
	437

	Std. Residual
	-11,388
	8,403
	,000
	,991
	437

	a. Dependent Variable: BIAS


Full model 2007-2009 with multicolinearity.
	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	BIAS
	-,009318861572
	,0655518561467
	432

	INSOWN
	,779802
	,1323039
	432

	DIROWN
	,028884628065
	,0660990322442
	432

	OUTSIDE
	,836015
	,0853127
	432

	BOARDS
	10,94
	1,822
	432

	FIRMS
	8,147433
	,4318332
	432

	INDUS
	,0903
	,28691
	432

	LEV
	1,301704
	20,1616875
	432

	GROWTH
	3,471777
	21,6500965
	432


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,251a
	,063
	,045
	,0640474590721

	a. Predictors: (Constant), GROWTH, BOARDS, OUTSIDE, INDUS, INSOWN, DIROWN, FIRMS, LEV

	b. Dependent Variable: BIAS


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,063
	3,561
	8
	423
	,001

	

	b. Dependent Variable: BIAS


	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	,117
	8
	,015
	3,561
	,001a

	
	Residual
	1,735
	423
	,004
	
	

	
	Total
	1,852
	431
	
	
	

	a. Predictors: (Constant), GROWTH, BOARDS, OUTSIDE, INDUS, INSOWN, DIROWN, FIRMS, LEV

	b. Dependent Variable: BIAS


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	,150
	,079
	
	1,898
	,058

	
	INSOWN
	-,085
	,027
	-,171
	-3,168
	,002

	
	DIROWN
	-,040
	,052
	-,040
	-,759
	,448

	
	OUTSIDE
	,033
	,039
	,043
	,841
	,401

	
	BOARDS
	-,004
	,002
	-,097
	-1,860
	,064

	
	FIRMS
	-,010
	,008
	-,065
	-1,185
	,237

	
	INDUS
	,001
	,011
	,004
	,084
	,933

	
	LEV
	,001
	,000
	,402
	2,976
	,003

	
	GROWTH
	-,001
	,000
	-,242
	-1,791
	,074

	a. Dependent Variable: BIAS

	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-,005
	,306
	
	
	

	
	INSOWN
	-,137
	-,032
	-,084
	-,152
	-,149

	
	DIROWN
	-,143
	,063
	-,030
	-,037
	-,036

	
	OUTSIDE
	-,044
	,110
	,048
	,041
	,040

	
	BOARDS
	-,007
	,000
	-,091
	-,090
	-,088

	
	FIRMS
	-,026
	,007
	-,037
	-,058
	-,056

	
	INDUS
	-,021
	,023
	,002
	,004
	,004

	
	LEV
	,000
	,002
	,160
	,143
	,140

	
	GROWTH
	-,002
	,000
	,125
	-,087
	-,084

	a. Dependent Variable: BIAS


	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,758
	1,319

	
	DIROWN
	,791
	1,264

	
	OUTSIDE
	,848
	1,180

	
	BOARDS
	,809
	1,236

	
	FIRMS
	,726
	1,378

	
	INDUS
	,930
	1,076

	
	LEV
	,121
	8,252

	
	GROWTH
	,122
	8,223

	a. Dependent Variable: BIAS




	Coefficient Correlationsa

	Model
	GROWTH
	BOARDS
	OUTSIDE
	INDUS
	INSOWN

	1
	Correlations
	GROWTH
	1,000
	,021
	-,015
	-,070
	,090

	
	
	BOARDS
	,021
	1,000
	,042
	,101
	,018

	
	
	OUTSIDE
	-,015
	,042
	1,000
	,113
	-,113

	
	
	INDUS
	-,070
	,101
	,113
	1,000
	-,162

	
	
	INSOWN
	,090
	,018
	-,113
	-,162
	1,000

	
	
	DIROWN
	-,030
	-,163
	,297
	-,070
	,242

	
	
	FIRMS
	,057
	-,367
	-,068
	-,028
	,350

	
	
	LEV
	-,935
	-,036
	-,015
	,027
	-,117

	
	Covariances
	GROWTH
	1,670E-7
	1,607E-8
	-2,409E-7
	-3,175E-7
	9,874E-7

	
	
	BOARDS
	1,607E-8
	3,545E-6
	3,100E-6
	2,116E-6
	9,068E-7

	
	
	OUTSIDE
	-2,409E-7
	3,100E-6
	,002
	4,930E-5
	,000

	
	
	INDUS
	-3,175E-7
	2,116E-6
	4,930E-5
	,000
	-4,827E-5

	
	
	INSOWN
	9,874E-7
	9,068E-7
	,000
	-4,827E-5
	,001

	
	
	DIROWN
	-6,412E-7
	-1,609E-5
	,001
	-4,082E-5
	,000

	
	
	FIRMS
	1,958E-7
	-5,790E-6
	-2,249E-5
	-2,650E-6
	7,858E-5

	
	
	LEV
	-1,680E-7
	-2,963E-8
	-2,587E-7
	1,322E-7
	-1,375E-6

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	DIROWN
	FIRMS
	LEV

	1
	Correlations
	GROWTH
	-,030
	,057
	-,935

	
	
	BOARDS
	-,163
	-,367
	-,036

	
	
	OUTSIDE
	,297
	-,068
	-,015

	
	
	INDUS
	-,070
	-,028
	,027

	
	
	INSOWN
	,242
	,350
	-,117

	
	
	DIROWN
	1,000
	,206
	,020

	
	
	FIRMS
	,206
	1,000
	-,055

	
	
	LEV
	,020
	-,055
	1,000

	
	Covariances
	GROWTH
	-6,412E-7
	1,958E-7
	-1,680E-7

	
	
	BOARDS
	-1,609E-5
	-5,790E-6
	-2,963E-8

	
	
	OUTSIDE
	,001
	-2,249E-5
	-2,587E-7

	
	
	INDUS
	-4,082E-5
	-2,650E-6
	1,322E-7

	
	
	INSOWN
	,000
	7,858E-5
	-1,375E-6

	
	
	DIROWN
	,003
	9,086E-5
	4,590E-7

	
	
	FIRMS
	9,086E-5
	7,032E-5
	-2,027E-7

	
	
	LEV
	4,590E-7
	-2,027E-7
	1,932E-7

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	5,289
	1,000
	,00
	,00
	,01
	,00

	
	
	
	2
	1,907
	1,665
	,00
	,00
	,00
	,00

	
	
	
	3
	,885
	2,444
	,00
	,00
	,13
	,00

	
	
	
	4
	,805
	2,564
	,00
	,00
	,65
	,00

	
	
	
	5
	,063
	9,171
	,00
	,00
	,00
	,00

	
	
	
	6
	,030
	13,175
	,00
	,35
	,06
	,00

	
	
	
	7
	,014
	19,225
	,01
	,41
	,01
	,18

	
	
	
	8
	,005
	31,054
	,04
	,00
	,05
	,78

	
	
	
	9
	,001
	75,505
	,95
	,23
	,09
	,04

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,00
	,00

	
	
	
	2
	,00
	,00
	,01
	,03
	,03

	
	
	
	3
	,00
	,00
	,73
	,00
	,00

	
	
	
	4
	,00
	,00
	,20
	,00
	,00

	
	
	
	5
	,00
	,00
	,00
	,94
	,95

	
	
	
	6
	,33
	,00
	,04
	,00
	,00

	
	
	
	7
	,45
	,01
	,01
	,01
	,01

	
	
	
	8
	,19
	,11
	,01
	,00
	,00

	
	
	
	9
	,03
	,88
	,00
	,01
	,01

	a. Dependent Variable: BIAS

	Casewise Diagnosticsa

	Case Number
	Std. Residual
	BIAS
	Predicted Value
	Residual

	dimension0
	1
	-3,780
	-,4022282000
	-,160137181387
	-,2420910186127

	
	8
	11,991
	,7636508300
	-,004371616403
	,7680224464026

	
	10
	-4,079
	-,2925499700
	-,031276839947
	-,2612731300526

	
	16
	-9,292
	-,6190476400
	-,023930209794
	-,5951174302057

	
	220
	-3,517
	-,2375478900
	-,012291744979
	-,2252561450212

	
	406
	5,245
	,3391304300
	,003172492631
	,3359579373686

	a. Dependent Variable: BIAS


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	-,160137176514
	,136716902256
	-,009318861572
	,0164654022518
	432

	Residual
	-,5951174497604
	,7680224180222
	,0000000000000
	,0634502669259
	432

	Std. Predicted Value
	-9,160
	8,869
	,000
	1,000
	432

	Std. Residual
	-9,292
	11,991
	,000
	,991
	432

	a. Dependent Variable: BIAS


Model 2007-2009 without outliers and multicollinearity

	Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	BIAS
	-,008415829058
	,0630364797575
	428

	INSOWN
	,779514
	,1315835
	428

	DIROWN
	,028986689281
	,0663877478924
	428

	OUTSIDE
	,836019
	,0853893
	428

	BOARDS
	10,93
	1,824
	428

	FIRMS
	8,149132
	,4332819
	428

	INDUS
	,0888
	,28477
	428

	LEV
	,961066
	2,8511026
	428

	GROWTH
	3,293621
	5,0548609
	428


	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	dimension0
	1
	,190a
	,036
	,018
	,0624733488687

	a. Predictors: (Constant), GROWTH, INDUS, DIROWN, FIRMS, OUTSIDE, BOARDS, LEV, INSOWN

	b. Dependent Variable: BIAS


	Model Summaryb

	Model
	Change Statistics

	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	dimension0
	1
	,036
	1,967
	8
	419
	,049

	

	b. Dependent Variable: BIAS

	ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	,061
	8
	,008
	1,967
	,049a

	
	Residual
	1,635
	419
	,004
	
	

	
	Total
	1,697
	427
	
	
	

	a. Predictors: (Constant), GROWTH, INDUS, DIROWN, FIRMS, OUTSIDE, BOARDS, LEV, INSOWN

	b. Dependent Variable: BIAS


	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	,148
	,078
	
	1,885
	,060

	
	INSOWN
	-,087
	,026
	-,182
	-3,319
	,001

	
	DIROWN
	-,051
	,051
	-,054
	-1,003
	,317

	
	OUTSIDE
	,034
	,038
	,046
	,893
	,372

	
	BOARDS
	-,003
	,002
	-,083
	-1,549
	,122

	
	FIRMS
	-,010
	,008
	-,072
	-1,270
	,205

	
	INDUS
	,004
	,011
	,020
	,395
	,693

	
	LEV
	,000
	,001
	,017
	,323
	,747

	
	GROWTH
	,000
	,001
	,022
	,410
	,682

	a. Dependent Variable: BIAS


	Coefficientsa

	Model
	95,0% Confidence Interval for B
	Correlations

	
	Lower Bound
	Upper Bound
	Zero-order
	Partial
	Part

	1
	(Constant)
	-,006
	,301
	
	
	

	
	INSOWN
	-,139
	-,036
	-,118
	-,160
	-,159

	
	DIROWN
	-,152
	,049
	-,029
	-,049
	-,048

	
	OUTSIDE
	-,041
	,110
	,037
	,044
	,043

	
	BOARDS
	-,007
	,001
	-,087
	-,075
	-,074

	
	FIRMS
	-,027
	,006
	-,037
	-,062
	-,061

	
	INDUS
	-,017
	,026
	-,002
	,019
	,019

	
	LEV
	-,002
	,003
	,033
	,016
	,016

	
	GROWTH
	-,001
	,002
	,047
	,020
	,020

	a. Dependent Variable: BIAS

	Coefficientsa

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	INSOWN
	,767
	1,304

	
	DIROWN
	,788
	1,268

	
	OUTSIDE
	,853
	1,173

	
	BOARDS
	,803
	1,245

	
	FIRMS
	,713
	1,403

	
	INDUS
	,936
	1,069

	
	LEV
	,801
	1,248

	
	GROWTH
	,792
	1,263

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	GROWTH
	INDUS
	DIROWN
	FIRMS
	OUTSIDE

	1
	Correlations
	GROWTH
	1,000
	-,018
	-,039
	,128
	,008

	
	
	INDUS
	-,018
	1,000
	-,076
	-,034
	,108

	
	
	DIROWN
	-,039
	-,076
	1,000
	,206
	,297

	
	
	FIRMS
	,128
	-,034
	,206
	1,000
	-,063

	
	
	OUTSIDE
	,008
	,108
	,297
	-,063
	1,000

	
	
	BOARDS
	,009
	,113
	-,168
	-,371
	,038

	
	
	LEV
	-,434
	,087
	-,004
	-,081
	-,035

	
	
	INSOWN
	,095
	-,160
	,242
	,354
	-,111

	
	Covariances
	GROWTH
	4,519E-7
	-1,336E-7
	-1,331E-6
	7,114E-7
	2,064E-7

	
	
	INDUS
	-1,336E-7
	,000
	-4,295E-5
	-3,104E-6
	4,542E-5

	
	
	DIROWN
	-1,331E-6
	-4,295E-5
	,003
	8,717E-5
	,001

	
	
	FIRMS
	7,114E-7
	-3,104E-6
	8,717E-5
	6,833E-5
	-1,997E-5

	
	
	OUTSIDE
	2,064E-7
	4,542E-5
	,001
	-1,997E-5
	,001

	
	
	BOARDS
	1,151E-8
	2,299E-6
	-1,593E-5
	-5,668E-6
	2,718E-6

	
	
	LEV
	-3,455E-7
	1,133E-6
	-2,282E-7
	-7,951E-7
	-1,600E-6

	
	
	INSOWN
	1,668E-6
	-4,606E-5
	,000
	7,687E-5
	,000

	a. Dependent Variable: BIAS


	Coefficient Correlationsa

	Model
	BOARDS
	LEV
	INSOWN

	1
	Correlations
	GROWTH
	,009
	-,434
	,095

	
	
	INDUS
	,113
	,087
	-,160

	
	
	DIROWN
	-,168
	-,004
	,242

	
	
	FIRMS
	-,371
	-,081
	,354

	
	
	OUTSIDE
	,038
	-,035
	-,111

	
	
	BOARDS
	1,000
	,032
	,013

	
	
	LEV
	,032
	1,000
	-,022

	
	
	INSOWN
	,013
	-,022
	1,000

	
	Covariances
	GROWTH
	1,151E-8
	-3,455E-7
	1,668E-6

	
	
	INDUS
	2,299E-6
	1,133E-6
	-4,606E-5

	
	
	DIROWN
	-1,593E-5
	-2,282E-7
	,000

	
	
	FIRMS
	-5,668E-6
	-7,951E-7
	7,687E-5

	
	
	OUTSIDE
	2,718E-6
	-1,600E-6
	,000

	
	
	BOARDS
	3,422E-6
	7,060E-8
	6,068E-7

	
	
	LEV
	7,060E-8
	1,403E-6
	-6,772E-7

	
	
	INSOWN
	6,068E-7
	-6,772E-7
	,001

	a. Dependent Variable: BIAS


	Collinearity Diagnosticsa

	Model
	Dimension
	Eigenvalue
	Condition Index
	Variance Proportions

	
	
	
	
	(Constant)
	INSOWN
	DIROWN
	OUTSIDE

	dimension0
	1
	dimension1
	1
	5,717
	1,000
	,00
	,00
	,00
	,00

	
	
	
	2
	1,132
	2,247
	,00
	,00
	,00
	,00

	
	
	
	3
	,863
	2,574
	,00
	,00
	,21
	,00

	
	
	
	4
	,801
	2,671
	,00
	,00
	,55
	,00

	
	
	
	5
	,435
	3,623
	,00
	,00
	,01
	,00

	
	
	
	6
	,030
	13,694
	,00
	,36
	,07
	,00

	
	
	
	7
	,014
	19,955
	,01
	,40
	,01
	,18

	
	
	
	8
	,006
	32,156
	,04
	,00
	,05
	,78

	
	
	
	9
	,001
	79,112
	,95
	,24
	,09
	,04

	a. Dependent Variable: BIAS

	Collinearity Diagnosticsa

	Model
	Dimension
	Variance Proportions

	
	
	BOARDS
	FIRMS
	INDUS
	LEV
	GROWTH

	dimension0
	1
	dimension1
	1
	,00
	,00
	,00
	,00
	,01

	
	
	
	2
	,00
	,00
	,16
	,33
	,11

	
	
	
	3
	,00
	,00
	,47
	,05
	,04

	
	
	
	4
	,00
	,00
	,30
	,03
	,00

	
	
	
	5
	,00
	,00
	,01
	,57
	,81

	
	
	
	6
	,32
	,00
	,04
	,00
	,00

	
	
	
	7
	,45
	,01
	,00
	,00
	,00

	
	
	
	8
	,19
	,11
	,01
	,00
	,00

	
	
	
	9
	,04
	,88
	,00
	,01
	,02

	a. Dependent Variable: BIAS


	Casewise Diagnosticsa

	Case Number
	Std. Residual
	BIAS
	Predicted Value
	Residual

	dimension0
	76
	12,309
	,7636508300
	-,005318438132
	,7689692681319

	
	147
	-3,546
	-,2375478900
	-,016033626856
	-,2215142631438

	
	370
	-9,526
	-,6190476400
	-,023918841219
	-,5951287987813

	
	383
	5,478
	,3391304300
	-,003089011095
	,3422194410945

	
	393
	-4,159
	-,2925499700
	-,032692330218
	-,2598576397821

	a. Dependent Variable: BIAS


	Residuals Statisticsa

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	-,037728212774
	,058559961617
	-,008415829058
	,0119917084493
	428

	Residual
	-,5951287746429
	,7689692974091
	,0000000000000
	,0618853513255
	428

	Std. Predicted Value
	-2,444
	5,585
	,000
	1,000
	428

	Std. Residual
	-9,526
	12,309
	,000
	,991
	428

	a. Dependent Variable: BIAS


Appendix 8: SPSS results corporate governance variables on the specificity of management earnings forecasts. 
Full model 2004-2006
	Case Processing Summary

	
	N
	Marginal Percentage

	spec
	1
	38
	8,4%

	
	2
	387
	85,8%

	
	3
	22
	4,9%

	
	4
	4
	,9%

	INDUS
	0
	408
	90,5%

	
	1
	43
	9,5%

	Valid
	451
	100,0%

	Missing
	0
	

	Total
	451
	

	Subpopulation
	451a
	

	a. The dependent variable has only one value observed in 451 (100,0%) subpopulations.

	Model Fitting Information

	Model
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood
	Chi-Square
	df
	Sig.

	Intercept Only
	477,170
	
	
	

	Final
	426,572
	50,598
	24
	,001


	Goodness-of-Fit

	
	Chi-Square
	df
	Sig.

	Pearson
	1146,156
	1326
	1,000

	Deviance
	426,572
	1326
	1,000


	Pseudo R-Square

	Cox and Snell
	,106

	Nagelkerke
	,163

	McFadden
	,106


	Likelihood Ratio Tests

	Effect
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood of Reduced Model
	Chi-Square
	df
	Sig.

	Intercept
	426,572a
	,000
	0
	.

	INSOWN
	433,817
	7,245
	3
	,064

	DIROWN
	433,727
	7,155
	3
	,067

	OUTSIDE
	432,066
	5,494
	3
	,139

	BOARDS
	434,089
	7,516
	3
	,057

	FIRSIZE
	427,167
	,595
	3
	,898

	LEV
	442,485
	15,912
	3
	,001

	GROWTH
	429,628
	3,055
	3
	,383

	INDUS
	434,009
	7,437
	3
	,059

	The chi-square statistic is the difference in -2 log-likelihoods between the final model and a reduced model. The reduced model is formed by omitting an effect from the final model. The null hypothesis is that all parameters of that effect are 0.

	a. This reduced model is equivalent to the final model because omitting the effect does not increase the degrees of freedom.


	Parameter Estimates

	speca
	B
	Std. Error
	Wald
	df
	Sig.
	Exp(B)

	2
	Intercept
	4,933
	4,692
	1,106
	1
	,293
	

	
	INSOWN
	-3,805
	1,621
	5,512
	1
	,019
	,022

	
	DIROWN
	-4,183
	2,133
	3,845
	1
	,050
	,015

	
	OUTSIDE
	1,216
	1,272
	,914
	1
	,339
	3,374

	
	BOARDS
	-,098
	,105
	,878
	1
	,349
	,906

	
	FIRSIZE
	,138
	,504
	,075
	1
	,784
	1,148

	
	LEV
	-,454
	,148
	9,368
	1
	,002
	,635

	
	GROWTH
	-,075
	,061
	1,498
	1
	,221
	,928

	
	[INDUS=0]
	,308
	,533
	,335
	1
	,563
	1,361

	
	[INDUS=1]
	0b
	.
	.
	0
	.
	.

	3
	Intercept
	-11,920
	6,745
	3,122
	1
	,077
	

	
	INSOWN
	-2,334
	2,265
	1,062
	1
	,303
	,097

	
	DIROWN
	-14,874
	8,164
	3,319
	1
	,068
	3,470E-7

	
	OUTSIDE
	-2,242
	1,889
	1,408
	1
	,235
	,106

	
	BOARDS
	,113
	,163
	,482
	1
	,488
	1,120

	
	FIRSIZE
	-,320
	,792
	,164
	1
	,686
	,726

	
	LEV
	-,584
	,337
	3,003
	1
	,083
	,558

	
	GROWTH
	-,037
	,090
	,174
	1
	,677
	,963

	
	[INDUS=0]
	17,338
	,000
	.
	1
	.
	3,386E7

	
	[INDUS=1]
	0b
	.
	.
	0
	.
	.

	4
	Intercept
	-4,721
	12,822
	,136
	1
	,713
	

	
	INSOWN
	-7,868
	5,168
	2,318
	1
	,128
	,000

	
	DIROWN
	-7,391
	6,102
	1,467
	1
	,226
	,001

	
	OUTSIDE
	2,226
	4,150
	,288
	1
	,592
	9,261

	
	BOARDS
	,585
	,357
	2,680
	1
	,102
	1,794

	
	FIRSIZE
	,293
	1,394
	,044
	1
	,834
	1,340

	
	LEV
	-1,527
	,923
	2,736
	1
	,098
	,217

	
	GROWTH
	,133
	,196
	,460
	1
	,498
	1,142

	
	[INDUS=0]
	-2,615
	1,767
	2,191
	1
	,139
	,073

	
	[INDUS=1]
	0b
	.
	.
	0
	.
	.

	a. The reference category is: 1.

	b. This parameter is set to zero because it is redundant.


	Parameter Estimates

	speca
	95% Confidence Interval for Exp(B)

	
	Lower Bound
	Upper Bound

	2
	Intercept
	
	

	
	INSOWN
	,001
	,533

	
	DIROWN
	,000
	,998

	
	OUTSIDE
	,279
	40,824

	
	BOARDS
	,738
	1,113

	
	FIRSIZE
	,428
	3,081

	
	LEV
	,475
	,849

	
	GROWTH
	,823
	1,046

	
	[INDUS=0]
	,479
	3,868

	
	[INDUS=1]
	.
	.

	3
	Intercept
	
	

	
	INSOWN
	,001
	8,207

	
	DIROWN
	3,898E-14
	3,088

	
	OUTSIDE
	,003
	4,309

	
	BOARDS
	,813
	1,542

	
	FIRSIZE
	,154
	3,428

	
	LEV
	,288
	1,079

	
	GROWTH
	,808
	1,149

	
	[INDUS=0]
	3,386E7
	3,386E7

	
	[INDUS=1]
	.
	.

	4
	Intercept
	
	

	
	INSOWN
	1,528E-8
	9,592

	
	DIROWN
	3,942E-9
	96,457

	
	OUTSIDE
	,003
	31535,915

	
	BOARDS
	,891
	3,613

	
	FIRSIZE
	,087
	20,595

	
	LEV
	,036
	1,326

	
	GROWTH
	,777
	1,679

	
	[INDUS=0]
	,002
	2,335

	
	[INDUS=1]
	.
	.

	a. The reference category is: 1.


Model 2004-2006 without outliers
	Case Processing Summary

	
	N
	Marginal Percentage

	SPECIFIC
	1,00
	37
	8,3%

	
	2,00
	385
	86,1%

	
	3,00
	21
	4,7%

	
	4,00
	4
	,9%

	INDUS
	0
	404
	90,4%

	
	1
	43
	9,6%

	Valid
	447
	100,0%

	Missing
	0
	

	Total
	447
	

	Subpopulation
	447a
	

	a. The dependent variable has only one value observed in 447 (100,0%) subpopulations.

	Model Fitting Information

	Model
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood
	Chi-Square
	df
	Sig.

	Intercept Only
	465,522
	
	
	

	Final
	418,746
	46,776
	24
	,004


	Goodness-of-Fit

	
	Chi-Square
	df
	Sig.

	Pearson
	1156,235
	1314
	,999

	Deviance
	418,746
	1314
	1,000


	Pseudo R-Square

	Cox and Snell
	,099

	Nagelkerke
	,154

	McFadden
	,100


	Likelihood Ratio Tests

	Effect
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood of Reduced Model
	Chi-Square
	df
	Sig.

	Intercept
	418,746a
	,000
	0
	.

	INSOWN
	425,544
	6,798
	3
	,079

	DIROWN
	426,302
	7,556
	3
	,056

	OUTSIDE
	422,906
	4,160
	3
	,245

	BOARDS
	427,666
	8,920
	3
	,030

	FIRSIZE
	419,519
	,773
	3
	,856

	LEV
	432,061
	13,315
	3
	,004

	GROWTH
	420,719
	1,973
	3
	,578

	INDUS
	425,655
	6,909
	3
	,075

	The chi-square statistic is the difference in -2 log-likelihoods between the final model and a reduced model. The reduced model is formed by omitting an effect from the final model. The null hypothesis is that all parameters of that effect are 0.

	a. This reduced model is equivalent to the final model because omitting the effect does not increase the degrees of freedom.


	Parameter Estimates

	SPECIFICa
	B
	Std. Error
	Wald
	df
	Sig.
	Exp(B)

	2,00
	Intercept
	4,889
	4,689
	1,087
	1
	,297
	

	
	INSOWN
	-3,804
	1,619
	5,524
	1
	,019
	,022

	
	DIROWN
	-4,201
	2,135
	3,874
	1
	,049
	,015

	
	OUTSIDE
	1,214
	1,267
	,918
	1
	,338
	3,366

	
	BOARDS
	-,095
	,106
	,811
	1
	,368
	,909

	
	FIRSIZE
	,138
	,504
	,075
	1
	,784
	1,148

	
	LEV
	-,453
	,152
	8,914
	1
	,003
	,635

	
	GROWTH
	-,072
	,061
	1,412
	1
	,235
	,930

	
	[INDUS=0]
	,306
	,533
	,330
	1
	,566
	1,358

	
	[INDUS=1]
	0b
	.
	.
	0
	.
	.

	3,00
	Intercept
	-11,200
	6,863
	2,663
	1
	,103
	

	
	INSOWN
	-3,148
	2,325
	1,833
	1
	,176
	,043

	
	DIROWN
	-15,329
	8,121
	3,563
	1
	,059
	2,201E-7

	
	OUTSIDE
	-1,864
	1,969
	,896
	1
	,344
	,155

	
	BOARDS
	,176
	,167
	1,113
	1
	,291
	1,193

	
	FIRSIZE
	-,405
	,801
	,256
	1
	,613
	,667

	
	LEV
	-1,047
	,519
	4,074
	1
	,044
	,351

	
	GROWTH
	-,058
	,115
	,253
	1
	,615
	,944

	
	[INDUS=0]
	17,246
	,000
	.
	1
	.
	3,090E7

	
	[INDUS=1]
	0b
	.
	.
	0
	.
	.

	4,00
	Intercept
	-4,423
	13,154
	,113
	1
	,737
	

	
	INSOWN
	-7,997
	5,257
	2,315
	1
	,128
	,000

	
	DIROWN
	-7,469
	6,111
	1,494
	1
	,222
	,001

	
	OUTSIDE
	2,278
	4,182
	,297
	1
	,586
	9,761

	
	BOARDS
	,596
	,361
	2,733
	1
	,098
	1,815

	
	FIRSIZE
	,256
	1,426
	,032
	1
	,857
	1,292

	
	LEV
	-1,586
	1,042
	2,315
	1
	,128
	,205

	
	GROWTH
	,126
	,221
	,324
	1
	,569
	1,134

	
	[INDUS=0]
	-2,618
	1,770
	2,188
	1
	,139
	,073

	
	[INDUS=1]
	0b
	.
	.
	0
	.
	.

	a. The reference category is: 1,00.

	b. This parameter is set to zero because it is redundant.


	Parameter Estimates

	SPECIFICa
	95% Confidence Interval for Exp(B)

	
	Lower Bound
	Upper Bound

	2,00
	Intercept
	
	

	
	INSOWN
	,001
	,532

	
	DIROWN
	,000
	,982

	
	OUTSIDE
	,281
	40,283

	
	BOARDS
	,739
	1,118

	
	FIRSIZE
	,427
	3,086

	
	LEV
	,472
	,856

	
	GROWTH
	,825
	1,048

	
	[INDUS=0]
	,478
	3,859

	
	[INDUS=1]
	.
	.

	3,00
	Intercept
	
	

	
	INSOWN
	,000
	4,094

	
	DIROWN
	2,693E-14
	1,799

	
	OUTSIDE
	,003
	7,358

	
	BOARDS
	,860
	1,656

	
	FIRSIZE
	,139
	3,208

	
	LEV
	,127
	,970

	
	GROWTH
	,753
	1,183

	
	[INDUS=0]
	3,090E7
	3,090E7

	
	[INDUS=1]
	.
	.

	4,00
	Intercept
	
	

	
	INSOWN
	1,128E-8
	10,030

	
	DIROWN
	3,587E-9
	90,744

	
	OUTSIDE
	,003
	35440,235

	
	BOARDS
	,895
	3,681

	
	FIRSIZE
	,079
	21,145

	
	LEV
	,027
	1,579

	
	GROWTH
	,736
	1,748

	
	[INDUS=0]
	,002
	2,342

	
	[INDUS=1]
	.
	.

	a. The reference category is: 1,00.

	


Full model 2007-2009

	Case Processing Summary

	
	N
	Marginal Percentage

	SPECIFIC
	1
	36
	8,1%

	
	2
	391
	88,5%

	
	3
	14
	3,2%

	
	4
	1
	,2%

	INDUS
	,00
	404
	91,4%

	
	1,00
	38
	8,6%

	Valid
	442
	100,0%

	Missing
	0
	

	Total
	442
	

	Subpopulation
	442a
	

	a. The dependent variable has only one value observed in 442 (100,0%) subpopulations.

	Model Fitting Information

	Model
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood
	Chi-Square
	df
	Sig.

	Intercept Only
	385,282
	
	
	

	Final
	351,830
	33,451
	24
	,095


	Goodness-of-Fit

	
	Chi-Square
	df
	Sig.

	Pearson
	970,911
	1299
	1,000

	Deviance
	351,830
	1299
	1,000

	Pseudo R-Square

	Cox and Snell
	,073

	Nagelkerke
	,125

	McFadden
	,087


	Likelihood Ratio Tests

	Effect
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood of Reduced Model
	Chi-Square
	df
	Sig.

	Intercept
	351,830a
	,000
	0
	.

	INSOWN
	361,257
	9,427
	3
	,024

	DIROWN
	363,223
	11,393
	3
	,010

	OUTSIDE
	355,388
	3,557
	3
	,313

	BOARDS
	355,577
	3,747
	3
	,290

	FIRMS
	353,821
	1,991
	3
	,574

	LEV
	353,135
	1,304
	3
	,728

	GROWTH
	357,457
	5,627
	3
	,131

	INDUS
	355,072
	3,241
	3
	,356

	The chi-square statistic is the difference in -2 log-likelihoods between the final model and a reduced model. The reduced model is formed by omitting an effect from the final model. The null hypothesis is that all parameters of that effect are 0.

	a. This reduced model is equivalent to the final model because omitting the effect does not increase the degrees of freedom.


	Parameter Estimates

	SPECIFICa
	B
	Std. Error
	Wald
	df
	Sig.

	2
	Intercept
	5,880
	5,158
	1,299
	1
	,254

	
	INSOWN
	-5,045
	1,875
	7,238
	1
	,007

	
	DIROWN
	29,996
	16,757
	3,204
	1
	,073

	
	OUTSIDE
	4,025
	2,345
	2,947
	1
	,086

	
	BOARDS
	,182
	,114
	2,531
	1
	,112

	
	FIRMS
	-,613
	,548
	1,252
	1
	,263

	
	LEV
	-,020
	,020
	,931
	1
	,334

	
	GROWTH
	,036
	,019
	3,468
	1
	,063

	
	[INDUS=,00]
	-,245
	,657
	,139
	1
	,709

	
	[INDUS=1,00]
	0b
	.
	.
	0
	.

	3
	Intercept
	-14,227
	8,262
	2,965
	1
	,085

	
	INSOWN
	-6,493
	2,838
	5,235
	1
	,022

	
	DIROWN
	12,475
	23,317
	,286
	1
	,593

	
	OUTSIDE
	,940
	3,994
	,055
	1
	,814

	
	BOARDS
	,342
	,200
	2,907
	1
	,088

	
	FIRMS
	-1,098
	,912
	1,448
	1
	,229

	
	LEV
	-,048
	,079
	,367
	1
	,545

	
	GROWTH
	,088
	,044
	3,996
	1
	,046

	
	[INDUS=,00]
	22,573
	,000
	.
	1
	.

	
	[INDUS=1,00]
	0b
	.
	.
	0
	.

	4
	Intercept
	-9,002
	28,980
	,096
	1
	,756

	
	INSOWN
	4,375
	12,312
	,126
	1
	,722

	
	DIROWN
	6,123
	55,951
	,012
	1
	,913

	
	OUTSIDE
	-2,249
	11,834
	,036
	1
	,849

	
	BOARDS
	,362
	,652
	,308
	1
	,579

	
	FIRMS
	-2,168
	3,351
	,419
	1
	,518

	
	LEV
	-,026
	,129
	,040
	1
	,842

	
	GROWTH
	,027
	,116
	,053
	1
	,817

	
	[INDUS=,00]
	17,066
	,000
	.
	1
	.

	
	[INDUS=1,00]
	0b
	.
	.
	0
	.

	a. The reference category is: 1.

	b. This parameter is set to zero because it is redundant.


	Parameter Estimates

	SPECIFICa
	Exp(B)
	95% Confidence Interval for Exp(B)

	
	
	Lower Bound
	Upper Bound

	2
	Intercept
	
	
	

	
	INSOWN
	,006
	,000
	,254

	
	DIROWN
	1,064E13
	,058
	1,953E27

	
	OUTSIDE
	55,980
	,565
	5545,462

	
	BOARDS
	1,199
	,959
	1,500

	
	FIRMS
	,542
	,185
	1,585

	
	LEV
	,981
	,943
	1,020

	
	GROWTH
	1,036
	,998
	1,076

	
	[INDUS=,00]
	,782
	,216
	2,835

	
	[INDUS=1,00]
	.
	.
	.

	3
	Intercept
	
	
	

	
	INSOWN
	,002
	5,815E-6
	,394

	
	DIROWN
	261729,837
	3,719E-15
	1,842E25

	
	OUTSIDE
	2,559
	,001
	6419,974

	
	BOARDS
	1,407
	,950
	2,085

	
	FIRMS
	,334
	,056
	1,995

	
	LEV
	,953
	,817
	1,112

	
	GROWTH
	1,092
	1,002
	1,191

	
	[INDUS=,00]
	6,356E9
	6,356E9
	6,356E9

	
	[INDUS=1,00]
	.
	.
	.

	4
	Intercept
	
	
	

	
	INSOWN
	79,479
	2,634E-9
	2,398E12

	
	DIROWN
	456,138
	1,079E-45
	1,928E50

	
	OUTSIDE
	,105
	8,905E-12
	1,249E9

	
	BOARDS
	1,436
	,400
	5,150

	
	FIRMS
	,114
	,000
	81,330

	
	LEV
	,975
	,757
	1,255

	
	GROWTH
	1,027
	,818
	1,290

	
	[INDUS=,00]
	2,582E7
	2,582E7
	2,582E7

	
	[INDUS=1,00]
	.
	.
	.

	a. The reference category is: 1.

	


Model 2007-2009 without outliers
	Case Processing Summary

	
	N
	Marginal Percentage

	SPECIFIC
	1
	36
	8,2%

	
	2
	388
	88,4%

	
	3
	14
	3,2%

	
	4
	1
	,2%

	INDUS
	,00
	402
	91,6%

	
	1,00
	37
	8,4%

	Valid
	439
	100,0%

	Missing
	0
	

	Total
	439
	

	Subpopulation
	439a
	

	a. The dependent variable has only one value observed in 439 (100,0%) subpopulations.

	Model Fitting Information

	Model
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood
	Chi-Square
	df
	Sig.

	Intercept Only
	384,543
	
	
	

	Final
	350,997
	33,547
	24
	,093

	Goodness-of-Fit

	
	Chi-Square
	df
	Sig.

	Pearson
	962,669
	1290
	1,000

	Deviance
	350,997
	1290
	1,000


	Pseudo R-Square

	Cox and Snell
	,074

	Nagelkerke
	,126

	McFadden
	,087


	Likelihood Ratio Tests

	Effect
	Model Fitting Criteria
	Likelihood Ratio Tests

	
	-2 Log Likelihood of Reduced Model
	Chi-Square
	df
	Sig.

	Intercept
	350,997a
	,000
	0
	.

	INSOWN
	360,474
	9,477
	3
	,024

	DIROWN
	362,276
	11,280
	3
	,010

	OUTSIDE
	354,478
	3,481
	3
	,323

	BOARDS
	354,780
	3,783
	3
	,286

	 FIRMS
	352,951
	1,954
	3
	,582

	LEV
	351,085
	,088
	3
	,993

	GROWTH
	354,457
	3,461
	3
	,326

	INDUS
	353,378
	2,382
	3
	,497

	The chi-square statistic is the difference in -2 log-likelihoods between the final model and a reduced model. The reduced model is formed by omitting an effect from the final model. The null hypothesis is that all parameters of that effect are 0.

	a. This reduced model is equivalent to the final model because omitting the effect does not increase the degrees of freedom.




	Parameter Estimates

	SPECIFICa
	B
	Std. Error
	Wald
	df
	Sig.

	2
	Intercept
	5,934
	5,147
	1,329
	1
	,249

	
	INSOWN
	-5,054
	1,871
	7,293
	1
	,007

	
	DIROWN
	29,488
	16,482
	3,201
	1
	,074

	
	OUTSIDE
	3,973
	2,344
	2,873
	1
	,090

	
	BOARDS
	,183
	,114
	2,587
	1
	,108

	
	FIRMS
	-,615
	,546
	1,268
	1
	,260

	
	LEV
	-,014
	,060
	,051
	1
	,822

	
	GROWTH
	,037
	,024
	2,471
	1
	,116

	
	[INDUS=,00]
	-,262
	,658
	,159
	1
	,690

	
	[INDUS=1,00]
	0b
	.
	.
	0
	.

	3
	Intercept
	-8,082
	8,257
	,958
	1
	,328

	
	INSOWN
	-6,472
	2,842
	5,186
	1
	,023

	
	DIROWN
	11,966
	23,136
	,267
	1
	,605

	
	OUTSIDE
	,858
	4,002
	,046
	1
	,830

	
	BOARDS
	,342
	,200
	2,922
	1
	,087

	
	FIRMS
	-1,104
	,912
	1,465
	1
	,226

	
	LEV
	-,022
	,144
	,023
	1
	,880

	
	GROWTH
	,087
	,047
	3,420
	1
	,064

	
	[INDUS=,00]
	16,501
	,000
	.
	1
	.

	
	[INDUS=1,00]
	0b
	.
	.
	0
	.

	4
	Intercept
	-11,034
	30,424
	,132
	1
	,717

	
	INSOWN
	INSOWN
	INSOWN
	INSOWN
	INSOWN
	INSOWN

	
	DIROWN
	DIROWN
	DIROWN
	DIROWN
	DIROWN
	DIROWN

	
	OUTSIDE
	OUTSIDE
	OUTSIDE
	OUTSIDE
	OUTSIDE
	OUTSIDE

	
	BOARDS
	BOARDS
	BOARDS
	BOARDS
	BOARDS
	BOARDS

	
	FIRMS
	FIRMS
	FIRMS
	FIRMS
	FIRMS
	FIRMS

	
	LEV
	LEV
	LEV
	LEV
	LEV
	LEV

	
	GROWTH
	GROWTH
	GROWTH
	GROWTH
	GROWTH
	GROWTH

	
	[INDUS=,00]
	17,390
	,000
	.
	1
	.

	
	[INDUS=1,00]
	0b
	.
	.
	0
	.

	a. The reference category is: 1.

	b. This parameter is set to zero because it is redundant.


	Parameter Estimates

	SPECIFICa
	Exp(B)
	95% Confidence Interval for Exp(B)

	
	
	Lower Bound
	Upper Bound

	2
	Intercept
	
	
	

	
	INSOWN
	,006
	,000
	,250

	
	DIROWN
	6,403E12
	,060
	6,849E26

	
	OUTSIDE
	53,123
	,537
	5253,326

	
	BOARDS
	1,201
	,961
	1,502

	
	FIRMS
	,541
	,185
	1,577

	
	LEV
	,986
	,877
	1,110

	
	GROWTH
	1,038
	,991
	1,087

	
	[INDUS=,00]
	,770
	,212
	2,793

	
	[INDUS=1,00]
	.
	.
	.

	3
	Intercept
	
	
	

	
	INSOWN
	,002
	5,885E-6
	,406

	
	DIROWN
	157281,483
	3,185E-15
	7,768E24

	
	OUTSIDE
	2,357
	,001
	6011,199

	
	BOARDS
	1,408
	,951
	2,085

	
	FIRMS
	,332
	,056
	1,981

	
	LEV
	,978
	,737
	1,298

	
	GROWTH
	1,091
	,995
	1,196

	
	[INDUS=,00]
	1,466E7
	1,466E7
	1,466E7

	
	[INDUS=1,00]
	.
	.
	.

	4
	Intercept
	
	
	

	
	INSOWN
	99,212
	1,920E-9
	5,128E12

	
	DIROWN
	971,215
	1,765E-44
	5,344E49

	
	OUTSIDE
	,141
	9,335E-12
	2,120E9

	
	BOARDS
	1,423
	,393
	5,152

	
	FIRMS
	,136
	,000
	113,083

	
	LEV
	,808
	,091
	7,208

	
	GROWTH
	1,071
	,631
	1,818

	
	[INDUS=,00]
	3,567E7
	3,567E7
	3,567E7

	
	[INDUS=1,00]
	.
	.
	.

	a. The reference category is: 1.

	


� http://www.creditwritedowns.com/credit-crisis-timeline/


� � "http://www.sec.gov/info/edgar/siccodes.htm" �http://www.sec.gov/info/edgar/siccodes.htm� 


SIC codes eliminated; 6021, 6022, 6035, 6036, 6099, 6111, 6141, 6162, 6199, 6211, 6282. 








� Point forecast: Earning are expected to be X�Range forecasts: Earnings are expected to be between X and Y�Minimum(maximum) forecast: Earnings are expected be at least (not expected to exceed) X.�Qualitative forecasts: Earnings are expect to be low/high





� http://www.techamerica.org/sic-definition






