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Conservative Accounting, Economic Rent and Residual Income

SU Wenbing' , ZHANG Yuan®, ZHU Wenli'

(1. School of Business, Nanjing University, Nanjing 210093, China;
2. the State Administration of Taxation, Suzhou Industrial Park, Suzhou 215028, China )

Abstract; This paper investigates the impact of conservative accounting and economic rents processes on residual income. We

find that: (1) Residual income significantly increases with conservative accounting, firm size, and R&D intensity; residual in-

come significantly decreases with the proportion of tradable shares and capital intensity; and residual income does not increase

with marker share and AD intensity. It indicates that the enterprises can obtain certain Ricardo rent and Schumpeter rent

through the expansion of firm size and increasing R&D investment, but improve the market share, and advertising inputs with-

out obtaining these rents; even capital density increase leads to the loss of Chamberlain rent. (2 ) Accounting conservatism and

R&D intensity, AD intensity, financial leverage have an interactive effect on residual income, but increase the market share

and the proportion of tradable shares, capital density and firm size does have not a significant effect.

Key Words: conservative accounting; economic rent; carparate residual income; enterprise size; market share; proportion of

tradable shares; capital density; R&D; R&D density; ad density
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