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International Convergence of Accounting Standards,
R&D Expenditure and Economic Consequences

WANG Liang-liang'*, WANG Yue-tang"*, YANG Zhijin'

(1. Department o f Accounting , Nanjing University, Nanjing 210093, China;
2. Research Institute of Accounting and Finance , Nanjing University »

Nanjing 210093, China)

Abstract: Based on the new corporate accounting standards released in
2006, this paper makes an empirical study of the economic consequences
caused by the changes in accounting standards concerning R&D expenditure
and arrives at the following conclusions; firstly, the implementation of new
accounting standards leads to the reduction in the earnings reports pressure
on firms and the increase in R&D input; secondly, the increase in R&D in-
put caused by new accounting standards is affected by the level of managerial
ownership and corporate ownership, namely a higher level of managerial
ownership gives rise to less R&D input and compared to non-state-owner-
ship, state-ownership results in less R&.D input; thirdly, compared to pre-
vious accounting standards, new accounting standards are more consistent
with the economic substance of R&D input, thus improving the value rele-
vance of financial statements; fourthly, capitalized R&D expenditure is posi-
tively related to corporate value and is appraised higher than R&.D expendi-
ture recognized as expenses.

Key words: international convergence of accounting standards; R&D
expenditure; economic consequence
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