

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Corporate Suppliers and Customers and Accounting Conservatism

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			46 Pages
		
		

		Posted: 1 Jul 2009
		
			Last revised: 13 Nov 2011
		
		
	

	
		
			
			




	See all articles by Kai Wai HuiKai Wai Hui
University of Hong Kong
Sandy Klasa
University of Arizona - Department of Finance
P. Eric Yeung
Cornell University - Samuel Curtis Johnson Graduate School of Management


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: November 1, 2011

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We argue that a firm’s suppliers and customers prefer it to account more conservatively due to information asymmetry and these stakeholders’ asymmetric payoffs with respect to the firm’s performance. We predict that a firm meets this demand for accounting conservatism when suppliers or customers have bargaining advantages over it that enable them to dictate terms of trade or whether trade occurs at all. We show that when a firm’s suppliers or customers have greater bargaining power, the firm recognizes losses more quickly. Our findings provide insights into how a firm’s powerful suppliers and customers are associated with its accounting practices and also support the contracting explanation for accounting conservatism. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Financial disclosures, Conservatism, Suppliers, Customers

	
	

	
    

    
	

	
	
		JEL Classification: M41, K12, D82

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Hui,  Kai Wai and Klasa,  Sandy and Yeung,  P. Eric, Corporate Suppliers and Customers and Accounting Conservatism (November 1, 2011).  Available at SSRN: https://ssrn.com/abstract=1426839 or http://dx.doi.org/10.2139/ssrn.1426839 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Kai Wai Hui

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Hong Kong  ( email )

			

			
			
				
				
				
					Pokfulam Road
Hong Kong, Pokfulam
Hong Kong

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Sandy Klasa

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Arizona - Department of Finance  ( email )

			

			
			
				
				
				
					McClelland Hall
P.O. Box 210108
Tucson, AZ  85721-0108
United States
520-621-8761 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						P. Eric Yeung (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Cornell University - Samuel Curtis Johnson Graduate School of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Cornell University - Samuel Curtis Johnson Graduate School of Management  ( email )

			

			
			
				
				
				
					Ithaca, NY  14853
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    1,169

			

		
		
		
			Abstract Views

			    6,104

		

		
		 
		
			Rank

			   33,811

		

		
	


	
		
            
            	       20 Citations
		

	

	
		
			
				       42 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,566

                                    

                                    
                                        PAPERS

                                           18,573

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    IO: Empirical Studies of Firms & Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Empirical Studies of Firms & Markets eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           14,581

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Effect of International Institutional Factors on Properties of Accounting Earnings

                        
                            By
                                
                                
                                    
                                    Ray Ball, 
                                    
                                
                                    
                                    S.p. Kothari, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Conservatism in Accounting

                        
                            By
                                
                                
                                    
                                    Ross L. Watts
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Relevance of the Value Relevance Literature for Financial Accounting Standard Setting

                        
                            By
                                
                                
                                    
                                    Robert W. Holthausen
                                     and 
                                
                                    
                                    Ross L. Watts
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Conservatism in Accounting - Part I: Explanations and Implications

                            
                                By
                                    
                                    
                                        
                                        Ross L. Watts
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Differences in the Timeliness, Conservatism and Classification of Earnings

                            
                                By
                                    
                                    
                                        
                                        Peter F. Pope
                                         and 
                                    
                                        
                                        Martin Walker
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Incentives Versus Standards: Properties of Accounting Income in Four East Asian Countries, and Implications for Acceptance of IAS

                            
                                By
                                    
                                    
                                        
                                        Ray Ball, 
                                        
                                    
                                        
                                        Ashok Robin, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Financial Statements, a Product of the Market and Political Processes

                            
                                By
                                    
                                    
                                        
                                        Ross L. Watts
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Conservatism in Accounting - Part Ii: Evidence and Research Opportunities

                            
                                By
                                    
                                    
                                        
                                        Ross L. Watts
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Proposal for Research on Conservatism

                            
                                By
                                    
                                    
                                        
                                        Ross L. Watts
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Earnings Quality in U.K. Private Firms

                            
                                By
                                    
                                    
                                        
                                        Ray Ball
                                         and 
                                    
                                        
                                        Lakshmanan Shivakumar
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.103 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
