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The Role of Accounting Conservatism in Corporate Finance

Kazuhiro Manabe

This Paper examines the attributes of conservatism in accounting. Despite the unquestionable of conservatism,
disagreement remains about what lead accounting conservatism. Also, Considerable controversy remains whether
accounting conservatism yields any real economic benefit to firm. We argue that conservatism mitigates conflicts of

interest over dividend policy between shareholders and bondholders.
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