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NEARABERE N KBPAHEN IR, KERNFREHMN
AETYTRETHNEARE®, ERERENR LSBT &L
ARARE, NTTEAHL2RENMBREEE, KT, AFE24%
S RAMENGEESE (Ball & Brown, 1968), Hib L& & BT
URBATNEATNHERERNARENRI FRAARATE N
iRk, Wik, T BAARAREER AL _+ENRFTLE,
WHERARTFNEXERRBE “BFBRRE, 2TREE” X
HERLF? ERBALKFRLEAEFRAOTEE, &M
—HEEFRERNCE, BREFR, MR ER, —HERSFHIH
BERE - BRI KHATRE, - P WURK, RE, FE
Z Z %1,

EHBRATHAGT, HEQE R ANLE Q REEAT
BRH AL ST E (Hayashi, 1982), EREHEEQ B, AFHX
RENLRAEF LU R EMNEX S EEREXL LT L EEA
BEER, HAEEHALBARATHER, DRFARKWIIE
(Fazzari et al. , 1988), A B EKWHRLIA, REM B IR ZTA
AEATEEN B, THOULZTHENI BT E MBS
(fads and fashions) F7fEXZ) (Shleifer & Vishny, 1997), AT #Eix
FREFRXMEMEBRENME I FAAXRAREN S, B
(Sloan, 2001) #H i, MHREZLAER WA AREREN —HE
ENEFHELH, RREETUHSREEG IR AR AHREX
THHEEZESRNTERERE, NTAB THRAHMEEER
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SR REEEDRLTMNERTSELE, REOANEEESHR
MERAMEEA R E (Bushman et al. , 2006) , 7 & 8 fn ¢ & #f
(Bushman & Smith, 2001) #E i, AR T HEAXNWZEE A&
RIELELUTRERGRBH ST ERBEESLARE LERAFFH
EfBRAHEHRQSBEGI RO REE R, B XGEEMRFHERYA
AR ARARE O FHFORATE, RFEA (1998) Frlk
B%E (1999) HALELAR, PELTAAEZAREFEAMRENE
B4R, BRAFSURERAL B RFAALERTHHERER
AR EN S BFE LT AT RAREN D, B FRALRKE
ANEABUEFMARENERENRAES A, UL PEFX
mERHHERR, B AARKRK, EBRANHFRLIUEEL
BlRHELETARRARENEANY, RALEBWSITREER
EHELETASAARERERNFEERR, UMEE - NETHE
FAMEHHEFRERARSTERMAARARENYT BT HE
R, BEZAPELTARZRBEH#RTEMA NIRRT, U4EE
APWERMESR L,

AFFTERBRMLERFEREEER EREE, AETH
BEHWT

F1F, HEAERTHARSI., HEXSHA. HARFEURE
BAIH Ko

F2E, TERNEAANXBEA, YLEERBREN LTS
HERIFAARKARENER; HAERENSEEATH AR
EREHEZEYE; RERTENSIHZIERE, FHHHPHX
Rz ARk KR BEH

F3F, ETHENFARRR, 6 FVEFAMERNHER
B, BRAFAREREK, RERY RTAFE o FH (2001) &
HRER, EANHARETLSUHCEINSPELTAGAREREN#E
AYE, ERTEHERESC U EEREFELTAGIRRRER
ERHEER, NTR2EHHER - NETHEHEEFEFHARS
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HEERQARFERENT RONEER, AWMRUAENTRE
Bk

4%, EFMTFRTEAASHERRENEKERET &,
REXTRITFHEEAT RKALKEMHIT. BREEMAH XS
HA AL BN EERNERXRER, HUATATHMERERE
Bh#a, AR dEY KX (Dechow & Dichev, 2002) # A |
B3 4 ¥ % (Bhattacharya et al. , 2003) “¥ % F&FWE " (eaming
opacity) ARk & A R # /R Fe L ES (Ball & Shivakumar, 2005)
“BikBpAmit” HASHE - AEBTERE LT LTINS E
BREHRE.

5%, TERMAUE. ZWKRFESHRZEHRIT,
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HEEGHRAFRER., BRRFEER T B EA S L=
BEFAAHRATEREAMEX; OFRELUEESRATK
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Abstract

Contrasted with allocation efficiency of the stock market, capital al-
location of corporations is something lacking enough attention, which
means that with some certain assumptions, stock price can automatically
lead capital allocation of corporations, thus obtaining Pareto’s allocation
of social resources. However, Corporate Earnings have incremental infor-
mation content (Ball & Brown, 1968), Earnings numbers should pro-
vide incremental information on a firm’s fundamentals to reinforce alloca-
tive functions of stock price. Thus, How to grasp the newest development
of capital allocation theories in the past 20 years? How to use the view-
points, methods and thoughts of the accounting theories to explain “The
more developing economy is, The more important accounting is” of ac-
counting proverb? These problems are hovering in my heart, perplexing
me, and also attracting me during my two years of postdoctor in Tsinghua
University. A kind of invisible force encourages me to comb and deepen
some of my ideas and views, as well as to make them systematically.

Under the efficient market hypothesis, @ theory postulates that
Tobin’s Q should be a sufficient statistic for investment ( Hayashi,
1982) . Thus any observed association between corporate investment and
accounting variables (e. g. cash flows from operations) after controlling
for Q, does not imply any information role of these variables. Instead, it
is often interpreted as evidence of capital market frictions ( Fazzari et

al. , 1988) . However, recent events and research findings increasingly
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suggest that that stock prices are not only driven by information about a
firm’s fundamentals, but also by have begun to recognize that by Fads
and Fashions that are difficult to eliminate by arbitrage forces ( Shleifer
& Vishny, 1997). However, an important economic institution that is
also expected to affect the capital allocation process is the financial repor-
ting system. Financial reporting provides the primary source of independ-
ently verified information to the capital providers about the performance of
managers ( Sloan, 2001 ). This facilitates efficient resource allocation
decisions by signalling changing investment opportunities to managers and
outside investors, disciplining self-interested managers to invest in value-
maximizing projects, and reducing firms’ cost of capital ( Bushman et
al. , 2006). As Bushman & Smith (2001) conclude, A fundamental
objective of governance research in accounting is to provide evidence on
the extent to which information provided by financial accounting system
r{litigates agency problems due to the separation of managers and outside
investors, facilitating the efficient flow of scarce human and financial
capital to promising investment opportunities. Zhao (1998) and Chen et
al. (1999) found that Earnings of Chinese listed corporations have incre-
mental information content, which means that Earnings numbers should
provide incremental information on a firm’s fundamentals to play a alloca-
tive role in Chinese listed corporations. Corporate investment is the ulti-
mate driving force of value creation in an economy. Thus from the per-
spective of corporate investments as well as under the institutional under-
ground of our emerging and transitional economy, firstly we thoroughly
probe the mechanism of accounting information leading capital allocation,
secondly dig some factors which influence allocative role of accounting in-
formation in order to construct an expandingly analytic framework, final-
ly use data of our listed corporations to empirically test the above studies,

thus to support our ideas.
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This paper mainly explains the above-mentioned thoughts both theo-
retically and empirically. The ideas can be briefly summed up as follows

In chapter one, it mainly explains my motives, dynamics of resear-
ches on capital allocation and accounting information quality, writing
structures, research approaches and logical innovations.

In chapter iwo, from home and abroad literatures, firstly it explains
that stock price and accounting information play a role in capital alloca-
tion; secondly it surveys recently used methods of capital allocation effi-
ciency; finally it comments on some empirical researches and points out
shortcomings among them and future development.

In chapter three, from the perspective of corporate investments as
well as under the institutional underground of our emerging and transi-
tional economy, it thoroughly probe the mechanism of accounting infor-
mation leading capital allocation, secondly dig some factors which influ-
ence allocative role of accounting information in order to construct and
expand Bushman & Smith (2001) analytic framework.

In chapter four, it reviews main measures of accounting information
quality, then it uses Franics et al. (2004) model to construct a firm-
specific index of accounting information quality for our listed corporations
based on ideas that accruals are estimates of future cash flows, that
Earnings are important as well as that TLR curbs over-investment by
managers faced with declining investment opportunities through financial
statements data of our listed coporations.

In chapter five, it mainly discusses the data, sample, and re-
search design.

In chapter six, based on our data, it mains empirically tests the
aboved analytic framework. The main conclusions are; (1) proxies for
accounting information quality, namely self-constructed composite meas-

ure, are negatively associated with both underinvestment and overinvest-
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ment of our listed corporation, thereinto, accruals quality and Earnings
smoothness are most important; (2) high accounting information quality
can significantly reduce overinvestment of our private-controlled corpora-
tion, agency-controlled corporation and state-controlled corporation, but
can’t evidently reduce overinvestment of our central-controlled corpora-
tion; (3) high accounting information quality can significantly reduce
underinvestment of our private-controlled corporation, but can not signif-
icanily reduce underinvestment of our central-controlled corporation,
agency-controlled corporation and state-controlled corporation; (4) The
relation between accounting information quality and underinvestment as
well as overinvestment are stronger for firms having high anditing quality ;
(5) The smaller regional market index is, the higher underinvestment
is, the stronger the role of the accounting information quality is.

In chapter seven, it mainly summarizes basic concepts, sugges-

tions, limitations and prospects of this reports.
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XEEREMIRSITEEREMNER, MErESHimgex
(Sprouse & Moonitz, 1961) X} ARS No. 1 (EALiHBiE) 5 ARS
No.3 (k)" ZHHK S EN) B5E, APB No.4 (%4
THEARME) . FEA% iR (Trueblood Report) # K2t
BREBFE X 1980 E£AEM “SiHMERREBRHMT QO %324
XEMFSITHENZER S (FASB) T 1980 Ek% “SiHEEARE
ﬁﬁE" MEAEEN T 24k, ERAMENGEVAHRERE

—RINARLSIHMERRENMEMLRIFRRE, XEREES
if”’*%‘ FRRESTHENGE M EEE T EENER, a3
ETEAIRZEENBERREMET, EEEEXSERS
(SEC) BUEREZAER? (Levit, 1998) 7 (HHEES THEJJE‘JE%:
) BT LR ARMAIZE AN Bir, RBHIRE. B
fo. ATHCHMAESHBESIFEN FTENFRRER, HBRBIET ﬂ“%
BAEXNRIHEERRBRNPIIING, RS EY, BREATHSARYE

O i, SHEESHFRERFRR. SIHMERRRS WS REFRRRHE
FEHEE, BATHSTRENELT SRR, WS REESIHERNEREE,
BN ER IR R R E R RTHE R RN X LBREEEY 5 &1
FRRAH., HMATHERR, ABERTRANURISUHER. RARE. B
MEFRR. FEMRE. BYENERERES, RESHEEA.
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AWHHMBE. STHEEREAMULRSTHEE .. S EF
MEEAE, WEEATHAITERHR PN - EBEHAH
(Kothari, 2001), IEfM#fI/R (Ball, 2001) FFULEAREE, — I ERK
SRS RERA BRI E A R RNES T 5 2 R I 258
WEXTE, FHit, TELHERRERMEMER AT B
FRBHFHBELATE, HEMRIHEERRHVEMSTHER R
BREAERMER, EANTHEMRERREHATHERIESTSRE
FOrENIHIE, RERATHICEM SR RNARRE.

LHE B RBENOFIRY K E SRS NEWBIMRAREE
YIRS, MRANMUBRE, BAEAMSTHEEREESE
B3], B SRR, ABBNBIIRE R b R R ME
AL MER . FREIRNEREREN, RANRETAERNY)
AR, REBEIFFMHEXEY TR BEITRAS, ARG
EEENEYMAZR PR OA N ESRRHORA, ©A RS HE
R D AR PR SRR AR R RS . 21 RIS R LR, AR i
BHEMZKRATMGRESITERLE, 58T 2RMBHE, EiR
7 2002 4 (EEPET—B A ER) WREHE, BNFTERE
¢m%@4u% TR, STHRAES, S H, STRYHEFELEHNA

S EBGHERAEARN B, I ELREE S 45 000 i) B AE 4k
ﬁﬁfﬁ Mg geEit B rhEAR STHEN . eSS
REHE, EEREHE LHAFNSIHEEREEA KSR
A AESEARE. SIREERENYEEN “SIHEERE™ M
geeitie, UBOREES WEEHEE RS (CSRC) LF1HMA T
(CRTHE LHA RSB HERRAEM) (2001 43 A 19

CETH—BRE EHARM S E ST REREM) (2004
£1H8H) M (LHiArERHBERSE) (200742 A1
H) REBRETAREHERES., AfRB EHA R MY SRR
MBERR, SR, BBEFBRLEDEMNERBEKRRH EJE
WEMAFMBE S, ARFIK “ESE” 2 20 e 90 FUHIH
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FERESTHIBL, BB TRRAFRSRERE, HRX
MY S EFRENPESERY W RAAEFIHNXRE,
B A ATT40 BT B T R BT X FI B AR B A, T
BERFEETAREERSNEERRBEMRT, FEEREN
BRGEMBRARARD, BAMEHHELE EHA R P4
[E12 % M 1993 £E1 25% B R E 6% /24 (CCER “HEZFMW
£ oA, 2007).9 RHERE, —HH, RELSETHLSIH
KREMBEATIRAELSEASH (ANTAEAERIEL) B8R, &
BARNTRERMETZERYPRE, RN SECRAKKCEEM, &
RUXUEE KRN ;@ 5B —rm, BEARNXERRRNESNE,
FHEMAFBEREREETHK, FFEOSREREERFAR.®
BR, mTHEIMEFETSGREBEFHRENR “EE" dik, A=E2Z
HEBAF LR IERIEGRAG, EiAFRERERRERE, M2

O #FAEREMAFAEHHESNBIFHIMME (NPV) HENTH, mRLEL
BAFNEERE N AHTE.

@ #HERAMEER (2004) ZRR/RMBYTE (Feldstein, 1977) Wit 1982 ~
2000 2 E Tk AEA Tkl 3T las R, 2REJM 199% Fi2, £ET 4
A PR REATRETE 6% 247, MEA LMD M RARRERAE L5 MES M.
HSEEL (2007) EH, FELETAF 1992 ~2004 4EE V- HR A FEX —HAIRNE 5
FWTR; AFLHEMLSHERE TEER; Fet, LHARKNERN LA EBRMNNE
B AR, FWIRE (2007) RIERIM, 1999 ~2004 4E[E i H A TR A8 3 MR 3
Uh2.6%, *ERARGERBRCTRARA, JEHPE b A B B AR A
%, (BEFEERR AR FLE X BT A AU HEA B Tk BB R R

@ #im, 1998 £EHFRTHERFARRERH W LK 21 4, I PFREE
BB E 21 4, SBRVEEHBEEHR>. BT, HRSASEM, HSSHETREK
. BEAERREFEEIET . FEEKKXIMERSAFEAR HRER, 199 F1
Bl FFIERA 634 170, MR AAERT 8 198 TTmM T, 2000 F BiF SRR
LS, GAFRRRGHAVMERK 2 MEE 13 4, BERRTERRHR
2513 HKTH. SHEABMMBRRERERESFNE, RERMET PT “HHF". WL
U, EHAFASREEERRINATRE, BB K, JLEZH, #TERDDRK
wREmE, WHREHKTH,

@ B, ZEP4F2000428 A B, HEEE0.52 1250, WE 2001 R, BRT
7700 TEEEE, 1.78 {ZnEAT, 1.9 LB, BTl BRI AR
7000 Ji5T, AP 2000 4E 12 H 22 HEITB 00077 A i, BEHE4.88{4m, B
2001 SEep g, FTA LB B MORICHE, BrEEBT 4 3 LT TAEHIYE, 9 000 FILER
B, 9000 FAAFERIT. TLUL, EHARREANR BRI IS AMRsH T
SWEFRT. WEEF, MXEHEEARFTRARTEIBERANAS RERTE.
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FEREHIE R S EARIAN A TE, “TTHTHTHA
AR (GGRFEZ, 1995) AEERA™H, BN ELTAATHES
L EWAZEMERIR, mENDE. W3, EE. §8. Hith%E
JEB R AT NIRRT E, PERE THE EWARFIHHEX
HZHM R, SHAFRABREXRET.O REXEE. o
(2004), ®. REIEX (2006), HiAME. HI (2006) HLIER
H, SiMfEERESYEETAFRRARAAME, HEMITEMNM
BARMARZEBIEH T HEESIMEE A TREPE ETAHR
BARBERE, Hit, ARRAERSIHEERGSRFPTEHETA
AIEAB BMBEE FTRIANERLLRE XM BE RS
W&, USithER, EFSESHTEFMMEAMHEST ML
W 5547 AT RA X 2EREY, FwiERHESHEEfRT
BHmE, DBREREEMIRES S, #HERERARERI
EEREATIHZMGE T, £E Q BRI NHEE Q MEAF#K
HHFSr Gt (Hayashi, 1982), {HEEHIFLE Q §, ARERHE
50 &nBE S ERA NI EEREXE ST TRAARF
BEA, MREERBIREATIHERE, MBRARMIEYE (Fazar
etal , 1988), BRBEMNHR LR, REMBAZ AR EART
SRR, MHEMSZHHEMN S ETLEERVE# (fads and
fashions) FFEKZf (Shleifer & Vishny, 1997), M 7/R% ( Baker et
al. , 2003) H—FHH5 R IIEGFE AR B BRI S E HB
B QHEUETHBRENN —IMEREE. BR, REQHEREA
Wars, MWMSHMNHIE TRENE 8315 R A RTARENIIEE,
Hit, S RESE TR B EAE YR E BB R %

@ WIHEAIE (Sigliz, 1996) i, HAEFEHT AL EBHRIIT NG54
HGAGH AR T AL SBEEBRATHRAMR . hTH RS T K7 B0 AR T A 5
2, BB GRERRSBORREFEEH A2 EAE, Wi RE B4
SR MMNFEEMIFL, Bitd IV 2HEN S| ARESVFARCNRRETE, B
BERYLE,
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BENE BB AR FARE,C AL RERERBENEL
RETEMMEE LA SR BA A BB S R E 0B 5 R R R
AR, SURETEA AR BE Lo A TR SR BN 1 I 55 BT A A 2 M 0 ) 47
MERFEIE, SLREERSHTHREITRN—NEERNE2
FHEMEEH (Bushman & Smith, 2001) F{H, &SP HRE
TR EE B RIEESTHRE RE RN SHE R — R
B RSB BB R AR A B RS B A S R R AR b 5, Rl
NEEEFBROA N MESHBE AR R ATTREFHBRHTE, B
ERFMAEHE (Healy & Palepu, 2001) LIK 2{A%7% (Lamber
etal , 2007) AERHERFHRASITHERRENREG Y TS
AFAEABRERR, RNESE (Wang, 2003), BEHMH# (Ris
berg, 2006) FIK/RiE (Verdi, 2006) /08 #ySCUEDTFE R R
T—ENEEILEZR, HREAMME, SitFERESAFAKE
Pic B4 3R [ A o ik 9 SE IR 36 B AU U5 R A8 B [ P Sh 258 A B %
T, WEMIIRETHAHSMEEL (2001) WHESR, FiFXLI%
B, 5B MRS B AEN T B AT KX ERK .
EARRET, h ARG ELT®E, HEE, BANEE
BEARR, AFREREARE, & ERERRHRAEHNE LR
ARE, MHEAFESCHEET T #ERPRERTENGE, Sl
HRET AN KRB EREERRE - D EARERSIMEL R, R

® #/RFATE (Ball & Brown, 1968) %R %5 [ UF45 T 3 b B U0 4 B 28 43t
HRATM AR, EREARYETREAGEEAEN. BT H (1998) MERS
(1999) #HHAMABFEEFTHEEIERA, PR EHTAFARRKEFEFRBHER
FR, BRERELSEATY L, REREE RAHMEE THEAFRNEERDL,
HERBFOIITT OAERTEANER, WRRBFEN R R HAH K1
BAE SR FBMEMRI A RRARENIIEE,

@ FAAWESE, FHE (CEO) #HTHERMNA, UaitvErmEEx
AR EERRMFIIEE. AT, HHE (CEO) #HA& MIBME St IERR
LERMSEN (CFOs), REMITEABERENETLHNEL, BARNITNESTR
e, ANEERERESH REEMIRTEE LUAR MBI AR MER 0 LA T
Biftiit. BESHTHERBRERRRMRZBMES, BRI RADRNERZ M4
FIRYT H E AR THEFER.



