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Efficiency of Internal Control, Accounting Conservatism and

Mode of Trade Credit

XU Hong, LIN Zhonggao, YU Ting, HE Yawei
(Department of Accounting, Anhui University of Technology, Ma’anshan 243002, China)

Abstract: By using Chinese A-share listed companies 2009 —2010 as a sample and basing on corporate governance and start-
ing from two important mechanism of internal control and accounting conservatism, we explore comprehensively the effects of
internal control and accounting conservatism in the choice of trade credit mode. The result of this study shows that: The higher
of efficiency of internal control, the higher of accounting conservatism. The improvement of internal control and accounting
conservatism helps to decrease the transaction cost between the firm and its suppliers. Furthermore, this paper also finds that
the influence on transaction cost of internal control of a listed company would be less obviously with the improvement of ac-
counting conservatism. It means that there is a substituted relation between internal control and accounting conservatism.

Key Words: efficiency of internal control; accounting conservatism; transaction cost; mode of trade credit
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