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The Approach of Accounting Information Quality on Capital Allocation Efficiency
—Empirical Evidence from Chinese Listed Companies
REN Chun-yan ZHAO Jing-wen
( Xiamen University Xiamen Fujian 361005 China)

Abstract: The paper studies the approach of accounting information quality on capital allocation efficiency on a
sample of 4509 firm-year observations between 2005 and 2009 from the context of the Chinese reality system. We
find a negative association between the quality of accounting information and the investment for firms classified as
overinvestment and a positive association between the quality of accounting information and the investment for firms
classified as underinvestment firms. The results suggest that accounting quality helps to restrict companies from over—
investment and help the companies to mitigate under-investment.
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