
Summary of Paper: The Debate Over Subsequent Accounting for 
Goodwill 

What is this Study About? 

The study evaluates different approaches used to account for “goodwill” after its initial 
recognition, analyzing how these methods affect the faithful representation of its value in 
financial reporting. 

What are the major findings of the study? 

Existing methods for subsequent goodwill accounting—specifically the amortization-and-
impairment and impairment-only models—may not adequately reflect the decline in its 
economic value. This indicates deficiencies in capturing the true value of goodwill over time. 
Through empirical analysis, the study shows that alternative accounting methods could provide 
potentially more accurate patterns and rates of goodwill decline. The results also demonstrate 
that firms under the amortization-and-impairment regime do not uniformly apply a straight-line 
amortization over a maximum period, contrary to the criticism of the amortization-and-
impairment approach. Also, the results demonstrate that goodwill was written off more rapidly 
under an amortization-and-impairment approach than under the current impairment-only 
approach.   

Why is the study important? 

It uncovers shadow trading as an undocumented mechanism used by corporate insiders to 
exploit non-public information, thus posing a significant challenge to market fairness and 
integrity. This practice can potentially erode trust in the markets and disrupt their efficient 
operation. The findings are crucial for regulators, suggesting a need for stricter and new 
regulations to address this form of trading. Additionally, the study contributes to the broader 
understanding of information transfers within industries, highlighting the role of insiders in 
influencing stock prices not just within their own firms but across related companies. 
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