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The Accounting Conservatism and its effecton the Quality
of Financial Reports and Investors' -Decision- F ield-Study

Dr. Ahmed Hamed Mahmoud Abdelhalim
Lecturer, Department of accounting
Faculty of commerce, Benha University

The accounting conservatism policy is one of the
known accounting policies in the accounting ideology for
long time, it received. strong support in the past, because it
contributed in increasing the creditability and reliability of
‘financial statements, it also helped stakeholders of the
company, however, it faced considerable criticism claiming
that it contradicted some of qualitative characteristics of
accounting information. The current research aims to
recognize the effect of the accounting conservatism on the
quality of the published financial statements in the Egyptian:.
business ‘environment and the investors' decisions in-stock
market. This research- addresses the following areas:
conceptual framework of accournting conservatism, the
effect of accounting conservatism on the quality of financial
reports and the decision of the investots, and the field study
to identify the perceptions of sample of (securities brokers, -
auditors ‘and teaching stuff members). The data is analyzed
by using appropriate statistical methods and applying it
through-SPSS program. S '

The result of the study shows that ‘there are many
determindnts “and factors lead to the appearance of
accounting conservatism and the increase in using i
recently such as: the need to reduce earnings management .
practices, the need to achieve effective governance system.
Also, the accounting conservatism helps the investors to
take ‘the miost efficient investment decisions; in addition,- it
contributes in increasing -the- investinents in trading,
securities of the companies that apply'#. . - - . . > )
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The most important recommendations of the study
are: not abandon the application of accounting conservative
policies and to encourage the Egyptian listed companies to
adopt conservative policies to mitigate accounting
restatements and  earnings management especially in the
light of recent economic' conditions ‘of the Egyptian
economic environment.

Keywords: Accounting Conservatism-Earnings
Management - Corporate Governance —Quality of Financial
Reporting — Investors' Decisions.
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Conservatism is a prudent reaction to uncertainty to
try to ensure that uncertainties and risks inherent in business
situations are adequately considered.
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