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CE;j; is calculated as dividing the amount of investment of the company 1 in year of t by its
current year's main business income. The amount of investment is expressed by the amount of cash
paid for the purchase of fixed assets, intangible assets and other long-term assets in the cash flow
statement. Cl;; on behalf of inefficient investment of Company I in the year of t. If CI>0, it means
that the enterprise invests excessively; CI<0 suggests that the company is not investing enough. The
greater the value of ClI, the higher the level of the enterprise's inefficient investment. Replacing the

measurement of efficiency, the similar results are found after performing regression 1-4 again.

5 Conclusion

This paper firstly analyzed the mechanism of the quality of accounting information on investment
efficiency in theory, and then verifies the influence of accounting information quality on investment
efficiency with the data of China’s listed companies. The main conclusions are as follows:

There is a widespread phenomenon of inefficient investment in China, where under-investment
is more common than over-investment; State-controlled listed companies are in deeper degree of
under-investment than non-state-controlled listed companies.

High quality of accounting information can significantly alleviate the inefficient investment,
whether it is under-investment or over-investment, supporting hypothesis one and hypothesis two.

The mitigating effect of the accounting information quality on under-investment in
state-controlled listed companies is significantly stronger than that of the state-controlled listed
companies. The conclusion is not in accord with the hypothesis 3, the reason may be that the
state-owned enterprises occupy the advantage in the financing platform and scarce resources, which
form the government's support to the state-owned enterprises and enhance the degree of the relief of
the high quality of accounting information to the inefficient investment.

References

[1] C. G. Liu, Corporate governance mechanism, free cash flow and over-investment behavior of
listed companies, Economic Science, vol.4, pp. 50-58, 2006.

[2] L. P. Xu, Z. Xin, and G. M. Chen, Equity concentration and equity checks and balances and
their impact on the company's operating performance, Economic Research, vol.1, pp. 90-100,
2006.

[3] Q. Q. Xin and B. Lin, Debt leverage and corporate investment: A dual budget soft constraint
perspective, Financial Research, vol.7, pp. 73-83, 2006.

[4] B. Y. Luo, The Mechanism of the effect of accounting information quality on enterprise
investment efficiency, Business research, vol.6, pp. 64-75, 2014.

[5] M. F. McMichols and S. R. Stubben, Earnings management affect firm's investment decisions,
The Accounting Review, vol.83, pp. 1571-1603, 2008.

[6] P. Sengupta, Corporate disclosure quality and the cost of debt, The Accounting Review,
vol.73(4), pp. 459-474,1998.

[7] P. M. Bushman and A. J. Smith, Financial accounting information and corporate governance,
Journal of accounting and Economics, vol.32(1), pp.237-333, 2001.

173





