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Comparisons of accounting standards based on the reliability of financial reports

Takafumi Yamaguchi

“Reliability” is one of the main qualitative characteristics of accounting information.We assume
multiple-firms and risk-averse investors. Then, by focusing on this reliability, we analitically evaluate
value-maximizing firms’preferences between the two standards by using analytical model. A standard
requires firm-specific information and another one does not require firm-specific information.We
show that when investors are risk-averse, the difference of firm value under each accounting standard
becomes larger than that when investors are risk-neutral. Moreover, we show that when the reliability
of financial reports for each firm is different, there exists cases where that preferable accounting

standard for each firm is also different.

JEL classification: M41

Keywords: Financial reports, Accounting standards, Reliability





