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ABSTRACT

With the rapid growth of Chinese economy and the gradually expansion of financial industry, many people pay close
attention to the transparency of accounting information about some big enterprises. This thesis focused on
researching the influence of transparency of accounting information on corporate investment efficiency. In the light
of investigating the total output value about some listed companies from 2008 to 2012, people could find that the
transparency of accounting information greatly avoids over-capitalization and under-capitalization, as well as
promoting the increase of corporate investment efficiency. When there is a large amount of circulating fund, the
negative correlation between transparency of accounting information and overcapitalization is especially obviously.
When there is too many external finance, the negative correlation between transparency of accounting information
and under-capitalization is especially obviously. Therefore, increasing the transparency of accounting information
could effectively promote the positive devel opment of resource optimization.
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INTRODUCTION

1 RESEARCH BACKGROUND AND TARGET

In recent years, Chinese economy has an unpreeselgvelopment and enterprise's quality of accognti
information cause the general attention of ouretgciincluding external investors and enterpriselministrative
staff. Some research has shown that investmewieafy of listed companies are quite low in reqggrdrs and has
serious under-capitalization. So how to increasectirporate investment efficiency has become thst maportant
problem in the development of China’s listed conigsnin order to solve this problem quickly, entesgs should
increase the supervision of the quality of accoyntnformation. This will enormously decrease thmamcing cost
and strengthen the distinguishing ability of inwesht income and make more benefits for the entapri

With the growth of financial securities and thergsse of listed companies' number, Chinese attatioes and
more attention to the transparency of accountirigrination. So how to create high transparency abanting
information has caused the whole nation's attention

As for the corporate investment efficiency, whee tharket is in the period of great prosperity, nignilgere is no
moral task and restriction in the enterprise's gnouwhe listed company will change their investmensome net
present value's project. This is called effectiveestment. Comparing with the effective investmémtye are two
kinds of non-effective investments. One is the wrmditalization caused by reversing choice of edlimg to invest
the positive net present value project. The othehé over-investment caused by investing the hegaget present
value project. During the investment, we shouldréase investing the positive net present valueeptoand
decrease investing the negative net present vabjegp. At the same time, in order to avoid thegkrstock holder,
enterprise should specify their supervising of imé function, so as to prevent shareholders donhir the
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company. Recently, some related person have stawrtegsearch China’s corporate investment effigieinom the
influence of enterprise's investment. While thatiehship between transparencies of accountingrmdton and
corporate investment efficiency will also be thee&rching importance.

2 MEANING OF THE RESEARCH

Listed companies have made an important decisiamety raising the proposal of the transparencycobanting
information. The higher transparency of accountiffgrmation they have, the less inconsistency edsbetween
listed companies and investors. Meanwhile, it dyeaicreased the confirming efficiency of stock qas and
financial analysts' predicting accuracy about quise's profit, so as to make positive effect anfithancial market.
These series of conclusion have been approved g senior foreign scholars. But a few experts ad@ut the
function of transparency of accounting informatinrenterprise entity's economic activities.

Actually, enterprises' financial reports play arportant role in administrative staff's identifiaatiabout the task of
investment. The higher accuracy financial repoatgeh the more valuable information administratitagfswill have,
so as to choose the most profitable project. Higimsparency of accounting information could de@ete
inconsistency of information in enterprises andréase the benefit of external finance, as welleaiicing the
supervising cost of shareholders which greatly ditloé over-capitalization and under-capitalization.

There is little effective researching achievemarthie current market. Our capital market is stilihee starting level
and transparency of accounting information neeteamproved. If transparency of accounting infoiiorathas a
tremendous effect on investment efficiency, enteefs financial affairs should not only affect ttepital market but
also the corporate investment efficiency, weakeiegexisting value of listed companies. As wekalbwn, high
effective investment of enterprise could make mecenomic benefits for the society. Therefore, esiptp the
development of transparency of accounting inforamesi influence on corporate investment efficiencyl he
helpful and meaningful for supervisor's better colrdbout the market.

3 SCIENTIFIC ANALYSES

From the reform and opening up, China’s total itwent in fixed assets has increased from 1728®i8ririn 2008
to 37467.6 trillion in 2012 which have increased21%%. The increasing rate from 2008 to 2012 i9%5.30.0%,
23.8%, 23.8% and 20.3% and the average rate i$%2#.lFrom the increasing rate, we could see China&sstment
in fixed assets keeps a fast growth and the besialement is in 2009. Just as the following tathleves

Tablel.1 Fixed asset investment in China

2008 2009 2010 2011 2012
Total investment in fixed assets (billion yuan) @B| 22459.9| 27812.2 31148)5 37467.6
The growth rate of investment in fixed assets (%)5.92 | 30.0 23.8 23.8 20.3

Tablel.2 2008-2012 years, the total social investnmefixed assets and its growth rate
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Seen from the above tables, we can find that tipboeation of transparency of accounting informat@muld
make us have a clear understanding about one &sterand even the development of China’s overall
economy. The higher transparency of accountingriméion we have, the lower inconsistency will exist
between investors and administrative staff. Thetrediiction between investors and enterprises caldd be
decreased. Radically increasing investors’ trustriterprises, making them acquire funds more quiakid
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reducing the insufficient turnover of capital.

The high transparency of accounting information e#iectively reduce the excessive funding. Thedase of
transparency of accounting information will alsokeahareholders and people have a better supenabiaut
enterprises, letting shareholders completely undedsthe internal condition of enterprises andizeathe
investments of projects, so as to protect the éssdmenefits of shareholdersand investors. Justhas
following table shows:

Tablel.3 Fixed investment 2012 year sindustry (excluding rural households) and its growth rate

Fixed investment 2012 years industry (excludinglrbbuseholds) and its growth rate

Unit: Billion Yuan

Industry Investment| More than the previous year(%6)
Total 36483.5 20.6
Agricultural, forest, animal husbandry, fishery 900 32.2
The mining industry 1312.9 11.8
Manufacturing industry 12497.1 22.0
Electricity, heat, gas and water production angsuindustry 1653.6 12.8
The construction industry 403.6 24.6
Wholesale and retail trade 981.6 33.0
Transportation, storage and postal industry 3029.6| 9.1
Accommodation and catering industry 510.2 30.2
The transmission of information, software and infation technology services 283.4 30.6
Finance 932.0 46.2
Estate 9235.7 22.1
Leasing and business services 464.5 37.4
The scientific research and technical services ®17. 27.8
Water conservancy, environment and public facditi|anagement 2929.6 19.5
Residents service, repair and other services 171.8| 26.0
Education 467.9 20.3
Health and social services 264.5 23.0
Culture, sports and entertainment 429.9 36.2
Public management, social security and social dzgiion 636.3 9.2

Through high transparency of accounting informatimvestors can fully seize the actual developnunt
enterprise, effectively reducing the over investmand moral issues of administrative staff. Thehbig
transparency of accounting information they hake,ftnancial reports will be more truly. So investcould

accurately evaluate the task of project and thefitethis project brings to the company.

When enterprises have many circulating funds, dinge of activities that enterprise managers canvjdl be
wide. According to the agent hypothesis of moneywflwhen the management and ownership are held by
different people, those people who owns the managemf enterprise will put circulating funds intoet
beneficial projects, making enterprise's profit amndtulating funds decreased. Then the over investm
happens. Therefore, as for the enterprise who asdant circulating funds, high transparency ofaoting
information plays an important role in supervisarg restricting the over investment of enterprisamagers.

Our country is in the transition from planning t@nketing economy. Constantly adjusting the projaajet.
First developing by experiment, then by promoti@iina is in the starting level of transition, itshao
complete marketing economic system and its findrstiacture develops slowly. Financial issues exishur
economy. When enterprise is lack of circulatingdsinthey have to reduce their investment and renioxe
funds which causing the under-capitalization. Thaction of transparency of accounting informatien i
especially important for those enterprises who difficult to turnover their money. It can make amptise
avoid the venture investment, attracting foreigndsiand decrease the cost of external finances $or dhe
enterprise that is lack of circulating funds, tg@er®ncy of accounting information has obvious negat
correlation with under-capitalization.

4 DESIGN RELEVANT RESEARCH METHODOLOGIES

4.1Measurement standards of transparency of accounting information and cor por ate investment efficiency

Here people refer to some elder scholars' measatened investment efficiency. First they return tte
related equation of predicting enterprise's inmgstievel, then using the residual to measuring stment
efficiency( positive number means over investmertt aegative number means under-capitalization. NV
means the new investing funds. It is equal to bimldsible capital, long-term capital and fixed etssminus
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managing invisible capital, long-term capital aned assets, dividing the total amount of capifyl.., means
Tobin Q, namely the marketing value of non-cirdalgitstock plus the book value of circulating stacid the
book value of liability, dividing the total amounf capital. LEV; ., mens debt rate. It is equal to the total
liability divide total capital. CASH; ., is equal to the company's cash plus the final @eeraf cash
equivalent,dividing the final total amount. RE{; means the annual profit rate of stock which is esged by
stock profit rate from the™5month of t-1 year to the™4month of t year. AGE ;means the company's age
which is equal to the year number from IPO yeahtyear of figuring investment outcome. SlZk means
the scale of a company which is equal to the nbtogarithm of total capital. INDUSTRY means the mute
variable of industry. It is used to control the usttial factor's influence on investment. The fallog is the
regressing equation of investment efficiency.

INV,,= a+ @1+ HLEV, ,_+
GgCASH,‘_;_1+ C14[{ET,"1_]+ E15A.(;Ei.'_,-_]+

(]
WGSIZE; 1+ OINV; 1+ Dp; %

j= &8

INDUSTRY, + &, - (1)

The investing residual in company's level INVRESamely the regressing residual of equatiafineans
the actual investment rate minus predicting invesiinrate ExpINV; ; Greater than zero means over
investment, smaller than zero means under-cagtadiz. Over-capitalization and under-capitalizatare all
regarded as invalid investment. In order to helpppels discussion, Yl multiplies -1, the large value Qhnd
Ul; (has, the less investment efficiency company has.

5VERIFICATION AND ENLIGHTMENT

Through the regressing analysis, we got the meggmiimber of over-capitalization and under-caggdion.
From the 613 listed companies, 391 of them haveutider-capitalization and 222 companies have over
investment. Under-capitalization takes 63.78% @f thtal amount. Under-capitalization is most sesidu
listed companies. When Ulis 0.33 and the annual number of @l is 0.059, the loss of over investment is
larger than under-capitalization.

According to the research, accounting informati@tdmes the main source of enterprise's development.
People could explain the positive guiding functimintransparency of accounting information to cogper
investment efficiency and it sis helpful for incséay it. It can effectively reduce the mistake ofmpany's
management in listed companies. Our listed companée low quality of accounting information which
cause the enterprise has no idea to make therbhesttinent program. But strengthening the transpgreh
accounting information could make people get higlality's accounting information which decrease the
under-capitalization and over-capitalizationof eptise. Therefore, security market should strengttiee
examination of accounting information and improbe transparency of accounting information, so as to
increase the corporate investment efficiency.
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