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Research on over capitalization of enterprise R & D
expenditure and Countermeasures

Yuying Yang
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[Abstract] The new accounting standard changes the treatment of R&D expenditure of enterprises from all expenses to allowing
conditional capitalization of R&D expenditure, which further reduces the pressure on enterprises to carry out R&D activities and
stimulates enthusiasm for innovation. However, studies have shown that this regulation makes the capitalization of R&D spending
a means for companies to control profits and manage their earnings. In recent years, China’s pharmaceutical industry has frequently
reported incidents such as enterprises using R&D expenditure capitalization for surplus management, which has become a hot spot
in the society. This paper will take North China Pharmaceutical, a listed company, as the research object, take the phenomenon
of overcapitalization of R&D expenditure of the enterprise as an example, analyze the rationality of overcapitalization of R&D
expenditure from the standard and company level, identify its motives for overcapitalization, and finally put forward corresponding
countermeasures and suggestions for the problem.
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