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ABASTACT

The accounting policy choice of listed compa-
nies is one of important tasks in capital market re-
search. Using normative and positive research
methods, this paper systematically studies the the-
ories and practices of accounting choice behaviors of
listed companies.

Chapter one begins with the question of “why
company appears?” which leads to the establish-
ment of new institutional economics. The author
believes that people are limitedly reasonable and
uncertainties, complexities and symmetries univer-
sally exist, which makes the market full of oppor-
tunism. Through internal authority, enterprises
decrease opportunism on the market. However, for
the same reason, elements in enterprises also result
in opportunism behaviors. Therefore, the existence
of enterprises decreases the opportunism on the

market as well as brings it from the market to the
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inward of enterprises. Involvement with the specialization of hu-
man capital is a marked characteristic of internal opportunism of
enterprises. As the determiner of production and operation, man-
agement authority is a positive hum}é_m capital and there is no ob-
jective and clear measurement stan&éfd, which also makes it hard
to distinguish between human capital and property capital and
measure retained share. In order to decrease internal oppor-
tunism, a feasible method is to adopt various stimulation mea-
sures: The stimulation policy of generally implemented stock op-
tion has derived from practice. Because option earnings are highly
related to the earnings level of enterprises and stock price, man-
agement authority who control the accounting policy choice are
likely to mdnipuldte accounting policy and the stock price to maxi-
mize their option earnings. The stimulation measurements used to
decrease internal opportunism bring opportunism from operation
field to accounting  measurement area. Since accounting policy
choice necessarily results in opportunism, the author believes, a
basic characteristic of accounting policy choice is opportunism.
Chapter two discusses why the issue of . accounting policy
choice behavior has been long neglected. ‘A large of uncertainties
implies. that there is no permanent system, which leads to diversi-
ty of accounting choice. From the point of accounting system, as
the reflection of business world, accounting theory is constantly
developing and many. important theory problems have not been
solved, leaving space for accounting choice. As the bridge of ac-

counting theory and practice, accounting principles are instru-
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ments to measure and reflect business transactions. Meanwhile,
accounting principles have much confusion. In addition, the con-
stant innovations of business transactions and structures accelerate
the symmetry extent between outsiders and insiders. The amorti-
zation and matching standards create chance to choose accounting
policies. This chapter also conducts research on the required fun-
damental characteristics of high quality accounting standards.
Chapter three discusses three aspects of accounting policy
choice. The first aspect of the choice is about the design of ac-
counting policy, which is a game process of all social members.
Accounting standards is the balance product of social related inter-
est power and the choice of it has strong economic result. There-
fore, we deeply study the substance of accounting policy economic
result. The second aspect is the choice of technical level, which
refers that the choice of management authority reflects the ac-
counting policy of enterprises. This choice of level can effectively
decrease the information symmetry of managers and outside inter-
est related users, functioning as a signal. The choice of third level
is the choice of manipulation. It is evident that this is an oppor-
tunism choice behavior. This aspect is divided into three grades of
high, middle, low. Low manipulations refer to simple and spastic
manipulation such as fudging and cheating. Middle manipulations
refer to those manipulations that violate accounting standards
while seeming to be legal. Regulation organizations don’ t know
how to deal with it. A case in point is related transactions. We

will approach the reason and governance mechanism of related
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transaction behavior. High manipulations refer to the manipula-
tions that don’ t violate the form and content of accounting stan-
dards but influence investors’ feelings by adopting measures.
Many people appeal to the strengthen of government regulation,
but, we feel doubt about this and approach this issue in detail.
Chapter four discusses the system arrangement that confines
the accounting policy choice. We propose a three-grade chain: in-
ternal control is basis; governance regulation structure is key;
ownership is prerequisite. Good internal control can only ensure
the correct work on raw business transactions and produce ac-
counting information that conforms to current the requirement of
current accounting systems. That information needs to be re-
worked by government authority. Therefore, good internal con-
trol system is the basis of producing true aceounting information.
It can’ t confine the choice behaviors of managers. It is the
structure of corporate governance that determines the choice be-
haviors of managers. Because auditing committee under board
commission directly regulates the behaviors of management au-
thority, a sound structure of corporate governance is the key to
guarantee the efficiency of managers’ accounting policy choice.
The structure of corporate governance is actual the ownership of
enterprises. The property ownership helps to form clear owner-
ship of enterprises. Therefore, clear property ownership is the
prerequisite of forming the structure of corporate governance and
of the accounting choice behavior. We also discuss the outside fac-

tors that determine choice behavior. We establish a pattern in
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