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The objectives of this research are to study the relationship between
bondholder-shareholder conflicts and the level of accounting conservatism and to study
the relationship between the level of accounting conservatism and the cost of debt when
bondholder-shareholder conflicts exist. The study uses available data of listed
companies in the Stock Exchange of Thailand that continuously have both shareholders’
and bondholders’ financing structures during the years of 2003 to 2005. This study
examines whether Thai firms’' financial statements have’the quality of accounting
conservatism that could reduce bondholder-shareholder conflicts and reduce firms’ cost

of debt.

This study uses two conservatism measures: the measure based on Beaver and
Ryan’ (2000) model and the measure based on Givoly and Hayn' (2000) model. The
results indicate that the higher the bondholder-shareholder conflicts, the higher the level
of accounting conservatism. The reason is accounting conservatism can reduce these
conflicts. In addition, when there are bondholder-shareholder conflicts, firms that have
more accounting conservatism are found to have a lower cost of debt. That is, the

accounting conservatism can reduce firms’ cost of debt.





