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ABSTRACT

Investor protection is essential for the development of securities market.
Although China's level of investor protection has greatly improved, there is still a
wide gap between China and similar countries. The emerging and transitional
economy characteristics determine that several effective investor protection
mechanisms in the mature market economy conditions - market mechanism, legal
mechanisms and administrative regulation mechanism- cannot fully play their role in
China, so a substitute mechanism becomes a necessity, while the pricing and
governance functions of accounting information make accounting standards can be
such a kind of mechanism.

As an substitute mechanism, accounting standards’ protection to investors are
reflected in the following aspects: ethical guidelines in establishing accounting
standards, objectives of accounting standards, qualitative characteristics of accounting
information regulated by accounting standards, accounting information disclosure,
and setting-basis of accounting standards. On the basis of elaborating the above
mechanisms, this paper analyses the operation of China Accounting Standards(CAS)’
investor protection mechanisms in its 20 years of developing process. This paper
argues that CAS’ investor protection has partly been partly achieved, but it still needs
further improvement.

As standardized accounting practices, the formulation and operation of
accounting standards cannot be separated from the growth environment. The paper
examines three laws which are closely related to investor protection and which are the
legal environment of accounting standards, the "Company Law", "Securities Act" and
"Accounting Law”, analysing their legislative deficiency. Legal problems also exist in
some provisions of China's judicial activities which are designed to protect the
interests of investors. All of these restrict the implication of investor protection
mechanism of CAS.

The paper selects a typical concrete accounting standard, Debt Restructuring



Standard, as a case study and gives a detailed analysis of its protection to creditors.
Normative research method is mainly used in the paper, assisted by positive
research method (including history card research and case studies). The main
innovation of this article is constructing a complete framework of investor protection
mechanisms of accounting standards and evaluating the performance of CAS in

investor protection in the past 20 years.

Key Words: investor protection; substitute mechanism; China Accounting

Standards
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