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Towards A Positive Theory of the Determination of Accounting Standards
Background
 	Adoption of different accounting standards in the United States has been influenced by the interaction between different parties, including the government. This article summarizes the establishment of positive theories of these standards and how they affect the functionality of firms, cash flows and management attitudes.
	The article is based on the advancements made to establish common accounting standards over the past years, with the main purpose of reducing the pressure experienced by accounting standards-setting bodies. This is done in order to understand better the different sources of the problems that face accounting standard setting processes through expansion of past works on the issue. In addition to that, it focuses on the factors that influence attitudes towards accounting standards, which include the requirement of management to act in the interest of shareholders.
Outline and Issues Addressed
The factors that affect management wealth, with detailed implications of tax laws to development of accounting standards, this is looked at in consideration with the last-in-first-out inventory valuation method. The role of political costs and situations is also explained in a detailed manner to bring out a clear relation on its power to affect wealth transfer situations. Other factors that affect management wealth as per the article include; regulations, production of information to the management, management compensation plans and the availability of incentives to different related groups in order to push for adjustment of accounting standards.
The impacts of a positive theory of management on accounting standards are discussed together with its relationship to the management’s position and its effect on the firm’s earnings. This is made possible through evaluation of test data from an issued report on the effects of general price level changes in financial statements. This together with several data tests show that the most important factor that helps in explaining the managerial voting behaviour on General Price Level Accounting (GPLA) is the size of the firm. 
Conclusion
The sizes of the firms play an important role in determining the managerial voting behaviour on accounting standards. Similarly, larger firms are likely to go for the GPLA option after control of earning, a situation which is consistent with the argument that government’s intervention is not in their favour. This is most likely to happen since these firms are more likely to be subjected to government interference than their smaller counterparts. 
Questions:
1.1.  What are the governments impact on large firms? 
Governments have a negative interference to large firms, this is in relation to the adoption of GPLA’s
1.2. Which is the most important aspect of firms that determine most the managerial voting behaviour on GPLA? 
The firm's Size
1.3.  What are some of the factors that affect management wealth?
Taxes, regulations, political costs
1.4. Which agencies resulted in accounting standards in the USA?
The securities, Treasury Department, The Committee of Accounting Procedures
1.5. Name a factor that is reported to have a direct impact on the adoption of accounting standards.
Management wealth
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