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[R5 4]

An Empirical Study on Accounting Conservatism and Capital Efficiency

LIU Bin, WU Yaling
(School of Economics and Business Administration, Chongging University, Chongqing 400044, China)

Abstract: Based on the A-share listed companies from 2001-2008 in China, this paper makes a study on the relationship be-
tween accounting conservatism and capital invest efficiency in order to research the governance role of accounting conserva-
tism. This study finds accounting conservatism is significantly negative related to capital invest inefficiency (over-investment,
under-investment ) , and provides the evidence that accounting conservatism can lower cost conflict between managers and
shareholders, reduce the information asymmetry faced by investors, and weaken corporate over-investment or under-invest-
ment, and thus improving the company’s capital investment efficiency.

Key Words: accounting conservatism; investment efficiency; over-investment; under-investment
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