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ABSTRACT 
Conservatism which implies using prudence in recognition and measuring income and 
assets is one of the most important limiting conventions of financial statements. In fact 
conservatism can be known as the product of ambiguity which accountants use in 
ambiguous situations. The major purpose of this research is studing the relationship 
between accounting conservatism, financial crisis and stock price crash risk. We have used 
regression model to examine this relationship, Basu's model (1997) to measure accounting 
conservatism, Altman's Z model to evaluate financial crisis and negative coefficient 
skewness to calculate stock price crash risk. The hypothesis of this research have been 
determined considering this issue. Hence, the impact of other variables such as return on 
total assets, changes in cash variance of return of company and risk-free rate of return have 
been controlled. We have used the information derived from financial statements of 93 
companies listed in Tehran Stock Exchange since 2007 to 2014. Conclusions show that the 
relationship between accounting conservatism and financial crises is negative and financial 
crises will decrease by using accounting conservatism.in this way financial statements will 
be more suitable and they will fulfill different types of users froms company's clients to 
creditors.it will result in high absorption of capital. There is also the same negative 
relationship between accounting conservatism and stock price crash risk that is using 
accounting conservatism will lower stock price crash risk. 
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INTRODUCTION 

 

 Generally, the aim of conservatism is to prevent investors and other users of financial statements from 

taking wrong decisions. From representation theory point of view which eleventh management salary and 

benefits to the reported profit, management has strong ambition to hide bad news that reduces earning. In this 

way, conservatism is considered as a control instrument to limit management ambition of reporting over actual 

earning. Using conservatism in financial statements may have good or bad results and affect transparency of 

financial information. According to the researches lack of transparency of financial information may provoke 

stock price crash phenomena in two ways: first lack of transparency of financial information gives management 

the opportunity of hiding bad news from investors that may lead to stock price crash. In the second way lack of 

transparency of financial information reduces correlation between financial data and stock price. This reduction 

keeps stock price away from fundamental analysis, it causes price bubble and increases the probability of stock 

price crash which leads to financial crises in the company (Hutton et al, 2009). Financial crisis is a very 

important issue not only for those who are active in capital market but for all levels of society. Financial crisis 

may push the company into severe challenges. According to the studies detecting financial crisis and stock price 

crash in a company affects investors desire of participating securities and exchange market. To escape this 

situation, sometimes management tries to make financial statements look desirable. It may have various 

consequences such as decreasing or increasing financial crisis or sudden sever drop in stock price. Using 

accounting conservatism can affect many areas one of which is financial crises.in the last decade financial crises 

has attacked many countries especially the rich ones which is a big shock and its consequences will remain for a 

long time. the factors which cause financial crises appeare more earlier than final bankruptcy. financial crises is 

a situation in which the company is in big trouble to continue its activities (mckee,  2006).  it faces many 

difficulties in facing its undertakings timely (beaver 3,1966,pastena and ronal, 1986)and is not able to get 

enough cash to pay its loans or to fulfill its needs (jantadej, 2006). As said in financial literature, years before 

the appearance of bankruptcy, the company enters financial crises cycle and different financial happenings 



791 

 

happen in the period before the bankruptcy. Conservatism which implies using prudence in recognition and 

measuring income and assets is one of the most important limiting conventions of financial statements. though 

most accountants accept conservatism there is still no exact definition of it. basu (1997) has defined accounting 

conservatism as the tendency to bring forward recognition of loss and postpone the recognition of earning. In 

fact conservatism can be known as the product of ambiguity which accountants use in ambiguous situations. 

givoly et al (2006) believe that for measuring conservatism criteria, different models must be used at the same 

time.in a research they showed that basus conclusions are different from other conclusions and since the 

enviroment is different regarding industry and time period, different models must be used at the same time. 

Although accounting conservatism has been converted into an important principle, managers and accountant 

still feel ambiguity using it since its consequences are not definitely clear and vivid to them. In this research the 

effect of accounting conservatism on both stock price crash risk and financial crises has been studied. the 

relationship between financial crises and stock price crash risk has been tested and examined too. The results 

can be helpful for managers in applying various conservative techniques. they can be also helpful for those who 

are active in stock market and other users. In this way the rate of financial crises and stock price crash risk will 

be clearly lowered.  

 

Conservatism and financial crisis: 

 Conservatism, conventionally is; no recognition of earning but to recognize any loss. In spite of lack of a 

clear definition of conservatism, two main aspects of it have been studied ; first partiality in underestimating 

stock book price in comparison to it's market price which was declared by Ohelssen second the idea of tendency 

to bring forward recognition of loss and postpone the recognition of earning which was set for by Basu. 

According to Technical Committee of Audit Office, suppliers of financial statements face various unavoidable 

ambiguities that has surrounded events. Accounting conservatism is the asymmetric verification threshold for 

gains versus losses: the verification threshold for gains is higher (Basu, 1997). This differential verification 

requirement results in asymmetric earnings timeliness with respect to gains versus losses (Watts, 2003). 

Conservatism emerges in two forms: unconditional conservatism and conditional conservatism. Unconditional 

conservatism is news independent, applying accounting policies that consistently accelerate expenses and/or 

defer revenues, thereby resulting in a consistently lower profit figure than would otherwise be reported. 

Conditional conservatism is referred to as a higher degree of verification to recognize good news as gains than 

recognizing bad news as losses. This means that book values are written down under sufficiently adverse 

circumstances but not written up under favorable circumstances, with the latter being the conservative behavior 

(Beaver and Ryan, 2005, Broekhof (2013). By using conservatism loss will be recognized more timely, thus the 

probablity of company's failure will decreas. Conservatism leads to detecting the problem faster so the investors 

will have enough time to solve it. Unequal proven ability will bring forward the recognition of loss. According 

to Bauwhede debt expense is more extemly under the influence of conditional conservatism than unconditional 

conservatism. He continues that in comparison to other companies which have chosen conditional conservatism 

have less debt expense (Bide and Kothari, 2006). explained Watts analysis (2003) by using econometric study 

and stated that they expect a negative relationship between ratio of market value to stock book value (MTB) and 

asymmetric timeliness in measuring conservatism which depends on how market expectations of unrecognized 

growth opportunities have been reflected in accounting earning. Kordestani and Beigi Langrudi (2008) showed 

that lengthening periods of estimate of model will not make the relationship between those two conservatism 

assessment positive so the result of this research didn't confirm the alignment of these two criterias. Of course 

we must say that these results will reduce the noticable validity of asymmetric timliness as a percious criteria for 

measuring the amount of conservatism. Since the recent definition of conservatism and Watt's theorical basis are 

both constructed on the same theorical basis of earning asymmetric timeliness that is different verification in 

recognition of earning and loss. Ahmad in a research named the role of conservating accounting in reduction 

tension between creditors and investors claimed that conservatism decreases the conflict between creditors and 

investors by fulfilling creditors' desire of decreasing the amount of devided earning. Decreasing the amount of 

devided earning will consequently reduce the conflict between creditors and stockholders. Bidel etal (2006) 

studied the relationship between accounting conservatism and risk of bankruptcy of companies. Broekhof 

(2013) examined the relationship between conservatism and crises sensitivity of countries. An economic crisis is 

an exogenous shock that affects individual firms. Three issues arise in times of distress: (1) management’s 

opportunistic behavior, (2) more difficult to attract debt and (3) underinvestment. Accounting conservatism can 

play a beneficiary role in mitigating these issues, which drives the demand for conservatism upwards. Therefore, 

he expected that firms from crises sensitive countries use a higher level of conservatism. The sample comprises 

of 64.457 firm-years from companies from Australia, Canada and the US over the period 1980-2011, where 

Australia and Canada are defined as having a stable banking system and are not prone to crises, while the US are 

defined as having an unstable banking system and are prone to crises according to Calomiris (2013). Using 

Basu’s (1997) timely loss recognition method and Khan and Watss’ (2009) Score measure, he found a 

statistically significant and positive association between conservatism and crises sensitive countries. Additional 
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industry analyses supported the results. Karthik Balakrishnan and others (2015) examined the effect of 

accounting conservatism on firm-level investment during the 2007-2008 global financial crisis. Using a 

differences-in-differences setup, they found that firms with less conservative accounting experienced a sharper 

decline in investment activity following the onset of the crisis than firms with more conservative accounting. 

This relation was stronger for firms that were financially constrained, faced greater external financing needs, or 

had higher information asymmetry. they also found that more conservative firms had experienced lower declines 

in both debt raising activity and stock performance. The evidence suggested that accounting conservatism 

reduced underinvestment in the presence of information frictions.  

 

Conservatism and stock price crash risk: 

 Conservatism lowers the expectations of capital market of company's future performance. Consequantly 

market value of company exchange is likely to be less than it' sinstrinsic value. Since magnifying bad news and 

hiding good news at the same time will cause tension in capital market analyst's mind. If market value does not 

reflect the effects of conservatism, increase/ decrease in it will increase/decrease value of exchange and makes 

advocacy groups unsatisfied. Tao ma (2010) set forth an opposite idea. According to him using conservatism 

lowers not only the expectations of capital market of company's future performance but also it's total risk by 

reducing both the information asymetry between managers and advocacy groups and risk of management 

enlargement. If reduction of risk is more/less than expected return, exchange value will decrease. There are two 

main sections in all researches about stock price crash: first; a manager who exaggerate compan's earning by 

using management techniques which increases investors opptimisom about company's permanent earning and 

makes stock price look higher than it's real price (bubble phenomena) or deliberately tries to hide bad news. It 

has been traced that managers are capable of restoring a large amount of bad news in the company. When the 

storage of bad news comes to it' speak, managers can no longer avoid publishing them out to the investors. 

Taking both these two actions by the management can provoke stock price crash. Second; an accounting system 

which allows management to do this. According to Lotfi's recent findings there is a straight relationship between 

ambiguity of financial information and stock price future risk. So it can be deducted that risk of future fall in 

share prices will increase, if ambiguity in financial information increases Roychowdhury and Watts (2007) 

studied the relationship between manager's profit managing and stock price crash. They claimed that when 

management reports high amount of profit, deduction of company's level of permanent earning and company's 

value will increase unreasonably. They also concluded that probability of stock price risk in two following 

periods is zero, since stock price crash makes all storage of bad news burst out. Hutan and Tehranian (2009) 

claimed that stock price generally is more ready for fast downward motions than upward ones. Their research 

stated that it is not the result of nature of market and it's intrinsic reaction to good and bad news but the process 

which handles flow of information to capital value. Andreou and Cooper (2014) showed that banks that 

followed conservative accounting on average benefit from a reduction in the likelihood of stock price crashes 

and the key discretionary channel was conservatism arising within the banks’ loan loss provisions. The marginal 

benefit of conservatism in reducing crash risk was greatest among small banks and at the low part of the bank 

lending cycle. While large banks exhibited crash risk, particularly during the boom periods of the bank lending 

cycle, the risk for stock price crashes was not reduced by more conservative accounting, even for large banks 

with more asymmetric information. The implication for bank regulation was that further regulation for 

conservative bank loan loss accounting did not present a significant opportunity to limit any systemic crash risks 

of the banking sector. Kim and Zhang (2015) Using a large sample of U.S. firms during 1964–2007, they found 

that conditional conservatism was associated with a lower likelihood of a firm's future stock price crashes. This 

finding held for multiple measures of conditional conservatism and crash risk and was robust to controlling for 

other known determinants of crash risk and firm-fixed effects. Moreover, they found that the relation between 

conservatism and crash risk was more pronounced for firms with higher information asymmetry. Overall, their 

results were consistent with the notion that conditional conservatism limited managers’ incentive and ability to 

overstate performance and hide bad news from investors, which, in turn, reduced stock price crash risk. 

Especially part of asymmetry may be the consequence of management stragies to prevent negative information 

from bursting out to capital market either with good or bad intentions.  

 

Research Methodology: 

 Data for this research have been taken from financial statements of 93 companies listed in Tehran Stock 

Exchange which have been active since 2007 till now.  

 

Variables measurement: 

 Accounting Conservatism: In this research accounting is dependent variable. It is measured by using Basu 

Model which is:  

 

http://onlinelibrary.wiley.com/advanced/search/results?searchRowCriteria%5b0%5d.queryString=%22Jeong-Bon%20Kim%22&searchRowCriteria%5b0%5d.fieldName=author&start=1&resultsPerPage=20
http://onlinelibrary.wiley.com/advanced/search/results?searchRowCriteria%5b0%5d.queryString=%22Liandong%20Zhang%22&searchRowCriteria%5b0%5d.fieldName=author&start=1&resultsPerPage=20
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 E: net income, D: moderating variable, If company’s annual return of stock is positive we will put 0 unless 

we will replac it with 1, R: annual return of stock, P: stock price 

 

Financial Crisis: 

 In this research Altman Model is used to measure financial crisis. The model is:  

 
 X1: ratio of working capital to total assets, X2: ratio of retained earnings to total assets, X3: ratio of earning 

before interest and tax to total assets, X4: ratio of book value of equity to book value of debt, X5: ratio of sale to 

total assets. 

 

Stock Price Crash Risk: 
 According to the research hypothesis, the independent variable is stock price crash risk which is measured 

by using Negative Coefficient Skewness as shown below:  

NCSKEWit = - [n (n-1)
3/2 

∑Wit] / [(n-1) (n-2) (∑Wit)
 3/2

] 

W: monthly return of company i for month t 

n: number of monthly return observed in a financial year 

In this model as much as negative coefficient skewness is high, the company is more at the risk of stock price 

crash.  

Company's monthly return shown by w ( formula1) is:  

rj,t = αj + β1rm,t-2+ β2rm,t-1+ β3rm,t+ β4rm,t+1+ β5rm,t+2+ εj,t 

r: return of stock of company j in month t 

r: monthly return of market (based on market criteria)  

 

Controlling Variables: 
 Return of assets that is calculated by using earning before interest and tax to total assets, changes in cash, 

company's leverage, company's size. We use logarithm of total amount of assets at the end of period to control 

the effect of company's size 

 

Statistical Model to Test Research Hypothesis: 

*To examine the first hypothesis we use model below:  

Model 1: For studying the relationship between accounting conservatism and financial crisis 

BR : financial crisis 

CON: conservatism criteria 

 
*To examine second hypothesis we use model below:  

Model 2: For studying the relationship between accounting conservatism and stock price crash risk. In this 

model NCSKEW is stock price crash.  

 
 

Research Hypotheses: 

Hypothesis 1: there is a meaningful positive relationship between accounting conservatism and company's 

financial crisis.  

Hypothesis 2: there is a meaningfull relationship between conservatism and reduction of stock price crash risk.  

 

Empirical Results: 

Descriptive Statistics: 
Table 1: Descriptive statistics of research variables. 

Research Variables mean middle max min deviation 

coservatism 0. 848 1. 000 1. 000 0. 000 0. 360 

Financial crisis 1. 1141 1. 0021 3. 4467 -2. 741 1. 1126 

Stock price crash risk 0. 63423 0. 97765 3. 554 -3. 504 1. 1126 

Return of assets 0. 192 0. 170 0. 582 -0. 072 0. 112 

Cash Changes 0. 036 0. 026 0. 33 0. 0003 0. 03 

Deviation of company’s return 0. 12168 0. 09625 1. 371 -0. 012 0. 103529 

Leverage 0. 091 0. 054 0. 792 0. 000 0. 109 

Size of Company 13. 296 13. 099 18. 395 9. 922 1. 418 
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Altman Model is:  

 
 After inserting independent variable and measuring the dependent variable if z'<1. 2 it's full failure, if 1. 

2<z'<2. 9 it's between failure and no failure that is crisis zone and if z'>2. 9 the company is totally safe and 

sound. We have measured z' for 93 companies which is shown in table 2:  
 
Table 2: Altman Model for 93 companies 

Number of Sound critical Failure Accurate prediction 

93 18 37 38 22. 70 

 

Examining the reliability of research variables: 
Table 3: Examining the reliability of research variables. 

Test Result Sig Computational statistics Variable 

reliable 0. 000 -4. 459 Conservatism 

reliable 0. 000 -12. 472 Financial Crisis 

reliable 0. 000 -11. 403 Stock Price Crash 

reliable 0. 000 -14. 416 Return of Assets 

reliable 0. 000 -11. 644 Cash Changes 

reliable 0. 000 -11. 279 Deviation of return of 

company 

reliable 0. 000 -11. 456 Leverage 

reliable 0. 000 -11. 6. 629 Size of Company 

 

F-Limmer Test Results: 

 In panel data method F-Limer Test is used to choose between integrative data method and panel data 

method for stimating. This test is done in F satatistics type. Rejecting null hypothesis shows that possibility of 

existence of integrative datais rejected in favor of panel data.  
 

Table 4: Results of F Limmer Test in level %5. 
Computed F Limmer Table F Result 

67 0. 000 Null hypothesis about integrative data is rejected 

40 0. 000 Null hypothesis about integrative data is rejected 

 

 Since the computed F Limmer is higher than Table F statistics null hypothesis is rejected and it’s front one 

is accepted or since significance level shown in this table is less than 0. 05 null hypothesis is rejected and the 

front one is accepted. It means that the hypothesis of probability of existence of integrative data is rejected in 

favor of panel data so in this research all companies have the same analytical geometry 

 

Hussman Test Results: 

 According to results of previous section and using panel data for estimating the model we will use Hussman 

Test. Results of this test and probability of accepting the null hypothesis has been shown in table 5. Amount of 

statistics x for model are 19. 43,7. 5,6. 7 and 6. 89. If these results are compared with critical amounts of table 5 

which are 5. 43,7. 19 and 6. 89 it can be said that the appropriate method for estimating pattern is fixed effects 

model by which the null hypothesis is rejected. So according to the results we use fixed effects model for 

estimating.  
 

Table 5: Results of Hussman Test. 
Type of measured statistics Statistics measured probability result 

Measured x 43.5 0.0000 Null hypothesis about fixed affects model is 

rejected 

Measured x 19.7 0.0000 Null hypothesis about fixed affects model is 

rejected 

  

Results of testing research hypothesis: 
Table 6: Results of testing research hypothesis. 

Prob t-Statistic Std. Error Coefficient Independent Variables 

0.0000 9.72725 0.839830 8.153456 Analytical geometry 

0.00830 -2.669898 0.062328 -0.479533 Accounting conservatism 

0.0000 -3.089533 0.986964 -0.176595 Return of asset 

0.0000 -8. 36536 0.009534 -0.182033 Cash changes 

0.0000 4.149469 0.393603 0.011417 Deviation of return of company 

0.0000 4.83695 0.085499 0.013933 leverage 

0.0000 -4.743695 0.085499 -0.057933 Size of company 

0.339309 R 



795 

 

35.33335 F statistics 

0.000000 Prob (F-statistics) 

1.948443 D. W 

 

 According to table 6,statistics t, factor of accounting conservatism is higher than amount of table which is 2, 

so null hypothesis is rejected and the front hypothesis is accepted so there is a meaningfull relationship between 

conservatism and financial crisis. Hence the first hypothesis of reaserch is confirmed. Accounting conservatism 

as the independent variable has a negative effect on financial crisis. Since the result of prob is less than 5% we 

can say that this effect is meaningfull.  

 

Considering second hypothesis: 
Table 7: Results of considering detailed factors of model-second hypothesis 

Prob t-Statistic Std. Error Coefficient Independent variables 

0.0000 7.873017 0.064530 4.809809 Analytical geometry 

0.00380 -2.049393 0.935489 -0.149433 Accounting conservatism 

0.034500 -3.673035 0.905669 -0.230933 Return of assets 

0.8000 -0.453434 0.429179 -2.90490 Cash changes 

0.00210 3.043233 0.994839 0.219394 Deviation of return of company 

0.0000 4.438934 0.933053 0.569324 Leverage 

0.0000 4.738934 0.933053 0.789324 Size of company 

0.309565 R 

33.17604 Fstatistics 

0.000000 Prob (F-statistics) 

1.935917 D. W 

 

 According to table 7,statistics t, factor of accounting conservatism is higher than amount of table which is 2, 

so null hypothesis is rejected so the front hypothesis is accepted and there is a meaningfull relationship between 

conservatism and stock price crash. Hence the second hypothesis of reaserch is confirmed. Accounting 

conservatism as the independent variable has a negative effect on stock price crash risk. Since the result of prob 

is less than 5% we can say that this effect is meaningfull.  

 

Conclusion: 

 In previous researches the effect of conservatism on financial crisis has been studied but in this research we 

studied the effect of accounting conservatism on both financial crisis and stock price crash in companies listed 

in Tehran Stock Exchange. The result of testing first hypothesis can be interpreted in this way ; by using 

accounting conservatism, financial statement is more desirable for its users, creditors and customars. In this way 

attracting financial resources will increase and financial crisis will decrease. The result of testing second 

hypothesis can be interpreted in this way; by using accounting conservatism, financial statement is more 

desirable for its users, creditors and customars. In this way attracting financial resources will increase and stock 

price crash risk will decrease. Since the effect of accounting conservatism on financial crisis and stock price 

crash risk has been configured, the suggestions are:  

A) Companies should pay more attention to accounting conservatism and focus on using it since according to 

first and second hypthesis it leads to reduction of both financial crisis and stock price crash risk.  

B) Since the impact of financial crisis on stock price crash risk has been proved we suggest that companies use 

suitable financial politics and stratigies to reduce the probability of financial crisis and bankruptcy and block the 

way of stock price crash.  

C) Investors and buyers of shares should keep accounting conservatism item in their minds when they are to 

choose shares of companies and go to those compaies which apply it in their financial statements. 

 

REFERENCES 

 

Ahmed, A., B.K. Billings, R.M. Morton and M. Stanford-Harris, 2002. The role of accounting conservatism 

in mitigating bondholder-shareholder conflicts over dividend policy and in reducing debt costs. The Accounting 

Review, 77: 867–890.  

Balakrishnan, K., R. Watts and L. Zuo, 2015. The Effect of Accounting Conservatism on Corporate 

Investment during the Global Financial Crisis. MIT Sloan Research Paper No. 4941-11. 

Ball, R., S.P. Kothari, 2007. “Econometrics of the Basu asymmetric timeliness coefficient and accounting 

conservatism” ; online; http: //www. ssrn. com.  

Basu, S.,1997. The conservatism principle and the asymmetric timelines of earnings. Journal of Accounting 

and Economics, 24: 3-37.  

Bauwhede, H.W., 2007. The Impact of Conservatism on the Cost of Debt: Conditional versus 

Unconditional Conservatism. Vlerick Leuven Gent Management School. http: / /www. proques t. com 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1952722##
http://www.ssrn.com/


796 

 

Biddle, G. and Hilary, 2006. “Accounting quality and firm-level capital investment “,The Accounting 

Review, 81: 963-982.  

Broekhof, C., 2013. Accounting Conservatism and Economic Crises: Examination of the Association 

between Conservatism and Crises Sensitivity of Countries. MSc ccountancy & Control: specialization 

Accountancy Faculty of Economics and Business, University of Amsterdam, pp: 1-31. 

Givoly, D., C.K. Hayn and A. Natarjan, 2007. ” Measuring Reporting Conservatism”. The Accounting 

Review, 82(1): 65-106.  

Hutton, A.P., A.J. Marcus, H. Tehranian, 2009. Opaque Financial Reports, R2, and rash.  

Jin, L. and S.C. Myers, 2006. "R2 around the world: New theory and new tests. " Journal of financial 

Economics, 79(2): 257-292.  

Kim, J.B. and L. Zhang, 2015. Accounting Conservatism and Stock Price Crash Risk: Firm-Level 

Evidance. Contemporary Accounting Research. Article first published online: 12 JAN 2015. 

Kordestani, Gholamreza, 2008. studing the relationship between qualitative features of the costs and 

benefits of common stock, Review of Accounting and Auditing, 14: 49. 

Lotfi, Ahmad, 2012. Effect of Accounting Conservatism on Stock Price Crash Risk. Journal of management 

accounting, 3(4): 17-33. 

Ohlson, J.A., 1995. Earnings, book values, and dividends in equity valuation. Contemporary Accounting 

Research, 11: 661-687.  

Panayiotis, C., I. Andreou, L. Christodoulos and P. Dennis, 2015. Does Accounting Conservatism Mitigate 

Banks’ Crash Risk? JEL classification: G21, G28. 

Roychowdhury, S. and R.L. Watts, 2007. Asymmetric timeliness of earnings, marketto- book and 

conservatism in financial reporting. Journal of Accounting and Economics, 44: 2-31.  

Tao Ma, m., 2010. Accounting Conservatism and Corporate Investment. Olin Business School Washington 

University. http: //www. proques. com 

Technical Committee of Audit Organizatin, 2007. Accounting Standars, Tehran: Audit Organization, 

publication no 160.  

Verrecchia, R.E., Essays on disclosure, 2001. Journal of Accounting and Economics, 32: 97-180.  

Watts, R.L., 2003 (a). Conservatism in accounting part I: Explanations and implications. Accounting 

Horizons, 17(3): 207-221.  

Watts, R.L., 2003(b). Conservatism in accounting part II: Evidence and research opportunities. Accounting 

Horizons, 17(4): 287-301. 


