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Transaction Cost and the Logic of Internal
Control Governance

——From the Perspective of Cooperation inside the

Organization Based on Trust and Uncertainty

LIN Zhong-gao, XU Hong, WU Yu-lian

(Department of Accounting » Anhui University of Technology » Ma’anshan 243002, China)

Abstract: Internal control is a cooperation mechanism existing in the
enterprises that is based on internal trust and aims to reduce uncertainty.
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And internal trust and uncertainty is closely related with internal transaction
cost. Therefore, based on transaction cost theory and the analysis on the re-
lationship among trust., uncertainty and internal control, it discusses the
reasonable logic of internal control governance. It obtains a new view about
internal control which is different from the traditional idea and provides sup-
ports to establish scientifically internal control and implement effectively in-
ternal control from the governance level.

Key words: internal control governance; transaction cost; trust;uncer-

tainty; cooperation inside the organization (FiE%HE £ W
(k3% 110 70

Joint Use of Accounting Manipulation and
Transaction Planning

——Evidence from Long-term Asset Impairment

LT Xiang

(Accounting Department » Nanjing University » Nanjing 210093, China)

Abstract: This paper believes that asset impairment can be used in con-
junction with the transaction of asset disposal to form an impairment (earn-
ings) manipulation method with excess amount accrued in former period and
transaction written off accompanying in the later period. Empirical evidences
show that listed companies are apt to make excess provision for long-term
asset impairment accrued in the current year when they suffer losses. If they
plan to dispose ther long-term assets next year, they will make even more
provision for long-term asset impairment accrued. And in the next year
whether the company suffering losses can turn a loss into a profit is positive-
ly correlated with asset disposal in the current year with losses. The results
show that accounting manipulation can be carried out jointly with transaction
planning, so the authorities should enhance the control of accruing and writ-

ing-off behaviors of provision for asset impairment under new accounting

rules.
Key words: accounting manipulation; transaction planning; earnings
management; long-term asset impairment (FTiE%E £ W)
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