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In this research, I theoretically addressed the relationship between the
accounting information which contains some discretion of managers and the real investment by firms.
In particular, | approached to this issue from two perspectives, i.e., the delegation of authority
and the preannouncement of production volume. First, when the importance of a business unit within a

firm is measured by its costs, the larger the cost, the more likely the firm transfers authority to
the business unit. Second, when there iIs equity ownership between two firms that have a business
connection, the preannounced production level is excessive depending on the amount of the equity.
These results suggest that accounting information and real investment by the firm have a significant
effect each other.
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