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The Economic Consequences of Earnings Management
from the Perspective of Corporate Investment
Efficiency: Empirical Evidence from Listed
Companies in China

REN Chun-yan

(School of Management s Xiamen University , Xiamen 361005, China)

Abstract: Taking the companies listed in Shanghai Stock Exchange and
Shenzhen Stock Exchange from 2005 to 2009 as an example, this paper stud-
ies the economic consequences of earnings management in China from the
perspective of investment efficiency. The results show that corporate earn-
ings management is negatively related to future investment efficiency. name-
ly listed companies with higher level of earnings management have lower fu-
ture investment efficiency. Then it arrives at a conclusion that earnings man-
agement not only misleads external investors’ judgments and decision-mak-
ing, but also leads to adverse effects on corporate internal decision-making
and the allocation of market resources., therefore corporate earnings manage-
ment should be curbed.

Key words: earnings management; economic consequence; investment

efficiency
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