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Direction of Earnings Management and the Efficiency of
Enterprise Investment

YUAN Wei-qiu
(School of Accounting, Nanjing University of Finance and Economics, Nanjing 210046, China)

Abstract: By taking the data of Shanghai and Shenzhen A-share listed companies during 2008-2010 as the
example, this paper examines the influence of earnings management degree on enterprise investment efficiency from
different directions of earnings management, and the research finds that properly positive earnings management is
conducive to mitigating the insufficiency of enterprise investment but excessively positive earnings management can
deteriorate the shortage of enterprise investment, that negative earnings management always produces the problem in
investment shortage, that properly positive earnings management can boost the confidence of the investors to ease
the financing constraint of an enterprise, that the supervising departments should be able to endure the enterprises
to conduct proper earnings management but should not only emphasize so-called “real accounting information”.

Key words: positive earnings management; negalive earnings management; investment efficiency; financing
constraint; investment insufficiency; earnings management information view; huge money counterbalance;
discretionary accruals
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