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Impossible theorean of selection by earnings infoomation and theoretic deepening

LIUH aq SUN Zheng
Institute of A ccounting and F nance ShanghaiUn iversity ofF nance and Econam ics Shanghai 200433 China

Abstract In developed stock markets such as Am ercanm arkef themaprusage of accoun ting nfom ation is
pricing But the prinary functbn of accountng nfomatbn is to do selectbn n the Chinese stock maiket by
strict regulation. In this paper wemodeled he gane between the Chnese Securities R egu lation Canm issbn
(CSRC) and listed canpanies where the CSRC chose cand dates by ROE during SEO. W e got the mpossble
theoram ofselectbn accordng to accountng nformation of eamings if (1) therewas a ceiling of the selectbn
standard set by the CSRC; or (2) the cost of decewingwas too low br the selecton by ROE towoik. We
drew a further conclision themeasurement shoul be suitable for the fom of contracts If the institutional envt
ronm ent resiricted the functbn of accounting nformation the focus should not be on the accounting nHma-
tion buton the adjisiment of nstitutional arrangement The paper povied a nev nsiht for research on the
enforcanentof new accountng standards

Key words accmual earnings selection i possibility theorem; institutbnal arrangem ent



