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Abstract: Accounting conservatism and executive equity incentive are important ways of listed companies to
reduce the agency costs, and their governance effect received considerable attention. We take China A shares of
non-financial listed companies from 2008 to 2010 as study samples and divide them into two categories according
to the agency conflict degree. Based on this, we make an empirical test of the governance effect of accounting
conservatism and executive incentive. The results show as follows: in the sample group of low agency conflict,
accounting conservatism can reduce the agency costs significantly, but the performance of executive equity
incentive is not notable; in the sample group of high agency conflict, executive equity incentive can reduce the
agency costs significantly, but the performance of accounting conservatism is not notable. The significance of this
paper is when we choose the right way of the governance, we must consider the agency conflict degree.
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