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An experimental study of conservatism and enforcement in the process of
preparation of financial accounting information

Taguchi, satoshi
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Impairment accounting among the accounting conservatism attracts a great
deal of attention because of its relationship with the international accounting standards. This
study experimentally investigates how accounting transparency affects the decision-making of chief
executive officers (CEOs) regarding impairment loss recognition, with a focus on management
compensation plans and the disclosure of conflicts of opinion with auditors. We find that CEOs are
more likely to avoid recording impairment losses under conditions that include a performance-based
compensation plan than under conditions without such a plan. Further, the disclosure of conflicts of

opinion with auditors attenuates management’ s incentive to avoid impairment recognition. In this
:egard, CEOs with a higher fear of negative evaluation are more inclined to recognize impairment
0SSes.
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