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Accounting Standards, GAAP and IFRS
	Business is a very crucial thing in the world, and it involves the exchange of goods and services from one party to another. However, when the number of products and services to be exchanged is in large amounts, there is a need to keep financial records as well as storing, sorting, and retrieving the information and being able to present them. The process of recording, storing, arranging, retrieving, and presenting financial information is what is referred to as accounting. Consequently, accounting is not a new thing which was invented the other day, but it is something which has been there for a very long period. The existence of accounting resulted in the formation of accounting standards, which could be used to control and guide how accounting will be done in nations as well as globally. This paper will research the evolution of accounting standards, differences between Generally Accepted Accounting Principles (GAAP) as well as International Financial Reporting Standards (IFRS).
Accounting has evolved from essential record-keeping. From the civilization period, accounting has been in existence, and people who were involved in accounting activities were engaged in the growth and expansion of trade, cities, and the perception of figures and affluence. However, despite accounting being a significant activity in the organizations, the concept of accounting standards which guides accountants and their practice is also very crucial. Lack of accounting standards and principles could not make it possible to provide correct and accurate financial reporting that would indicate the precise position of the organization. Accounting has changed and is still evolving as the world continues to evolve. Baker & Burlaud (2015) alleged that during civilization period, people moved from hunting and gathering to farming. Therefore, since farming involvement in agriculture resulted in the production of a lot of food, people were able to produce excess and hence leading to the need for trade and exchange of goods with other goods.
Charlesworth (2016) argues that Jericho city was the first city to be recognized as a meetup center for traders to exchange their surplus farm products and other goods. Through the process of people exchanging goods with one another, several individuals immersed a lot of wealth, which resulted in the need to keep track of records. The first accounting efforts are traced back to the earliest bookkeepers who utilized small clay balls known as token to count and keep track of prevailing wealth. The tokes were used to style depictions and imitations in clay, hence being used to trace the wealth and keep a record of available wealth. Although it had a weakness in case left outside, rained and thus easily destroyed. 
Moreover, at around 1200 B.C., Italy established double-entry bookkeeping. With first practice to be inscribed by Luca Pacioli in the year 1494 who was later denoted as the father of accounting (Smith, 2018). Although Pacioli was not the one who invented the double-entry bookkeeping, he was able to write the commercial practices which were performed by the traders in Venice during those days. Pacioli writings were later utilized because the advancement of technology, trade, and wealth increased and hence had the need to seek the increased complexity which was available. During the struggle to address the complexities, the transcribers turned into accountants and invented writing and numbers, which was a big step in accounting.
Arguably, civilization was profoundly affected by accounting because accountants were responsible for the discovery of double-entry bookkeeping, writing and involved themselves in the growth of assurance in capital markets as well as money and banking industries (Adams, 2018). The formation of the capital market and increased transportation developments resulted in the industrial revolution in the year 1750. The emergence of increased industries because of the availability of raw materials led to increased manufacturing of products, and the market was also available; hence the need for proficient accountants increased progressively. Consequently, during the year 1845, William Deloitte started the first accounting firm, because he saw an opportunity for the high need for accountants, hence training accountants. 
Similarly, the formation of many other firms started from this point, for instance, during the year 1849, two individuals combined with working together and formed a partnership of accounting firm that is Edwin Waterhouse and Samuel Price. Besides, in 1854, William Cooper started his accounting firm (Yapa et al., 2016). The formation of accounting firms formed the foundation of accountants, and therefore, the United States developed itself to create European entrepreneurs and started developing their industries. Large industries such as the United States Steel and Oil began, and the advancement of cost accounting was established to increase the competency and effectiveness in factories. Notably, the development of Steel and Oil industries in the United States resulted in the dire need for more erudite accounting systems.
The United States developed hastily in its industries hence defeating Britain and became the top globally. The significant progress in industries led to the need for increased protocols because a lot of United States individuals were exploiting other people through stock handling, price-fixing, and several other practices that had dubious legitimacies. Furthermore, despite the availability of auditors who were hired by the industries and companies in the United States, they were not empowered to protect the rights of third-party clients; hence their interests were ignored. According to Barro & Ursúa (2017), immediately the end of the World War I in 1920, many small scales and large scale investors who were estimated to be twenty million took benefit of the post-war opulence. They invested in the stock market, which resulted in a loss in securities, amounting to around fifty billion dollars.
Besides, after banks, industries, and other firms losing a lot of wealth and treasures, the faith and trust for capital markets lost from individuals, firms and banks, although before the stock market failing there were some reforms suggested on improving the manner in which financial reporting was done. Consequently, for the economy of the United States to be revived there was an increased demand for finding ways to make people, banks and firms have trust for the stock market again. Therefore, congress had to sit down again and examine the problems available and which of the problems resulted in the crash of stock market as well as determining solutions to restore stock market (Balcilar et al., 2015). Surprisingly, conclusions of the congress were decided by passing the security exchange act and securities act. The formation of security and also exchange commission was agreed upon in administering security laws passed, to enable enhancements of market stability as well as offering fortification to investors.
Even though the security and exchange commission were mandated the task of overseeing how accounting practice is performed, they were also instructed to develop accounting principles. Congress thought that the private segment had enough talent and resources required to create suitable accounting standards. Later, American society of certified public accountants was formed in 1921 and worked as the federation for state societies. Nonetheless, in the year 1936, American society of certified public accountants joined hands with American Institute of Certified Public Accountants (AICPA) (Li & Meeks, 2016). In the year 1939, the AICPA managed to assign Committee on Accounting Procedure and the CAP provided fifty-one areas that were required to be investigated.
Since accounting principles were not discussed in the CAO, the institute formed another body referred to as the Accounting Principle Board (APB) in 1959.  The purpose of the development of the board was to establish proper practices, to lessen the discrepancies in practice, and develop accounting principles (Schroeder et al., 2019). The mission of the principle board was to build a general conceptual framework by performing critical research on how accounting is done. However, the board failed after providing thirty-one opinions, which were found to be unproductive. The board was dissolved in the year 1973 because of not acting on time to accounting situations.
The dissolvement created fear for people as they thought the government would move in and decide to control the accounting profession. Therefore another study group in accounting principle was created chaired by Francis Wheat and later named after his name as the Wheat committee. The purpose of the wheat committee was to study the work and how the accounting principle board was organizing itself. The main aim for the government to form the committee was to find ways on how they could attain the best results, and thus the findings were presented to AICPA in 1972.
The findings developed by the Wheat committee concluded that the Accounting Principle Board must be dissolved and another structure be formed. The following standard setting to be formed was proposed to have the following boards; Financial Accounting Standards Advisory Council, Financial Accounting Foundation and Financial Accounting Standards Board (FASB). Consequently, financial accounting statement standards come out as highest authoritative GAAP periodicals.
GAAP was created by FASB and it is only used in United States. Although GAAP does not essentially deal with guidelines and rules, it signifies more informative accounting practices that can be used at different times and for a particular organization, company or industry. Different companies have their practices set to use when certain issues happen and thus the purpose of GAAP is to handle such situations. Alternatively, GAAP also utilizes the guidelines and rules. Similarly, based on GAAP practices of reporting, it is done to ensure that all companies which share the same practices or when investigating the financial statement of the company one can easily determine the trend and the performance of how the organization has been performing (Bradshaw et al., 2019). Because there is uniformity in the manner in which financial reports are performed, hence easy to relate the performance of the previous years with the current as well as with other companies.
Notably, GAAP has several assumptions that prove to its relevance. The first assumption is that a company is distinct from all other companies and hence treated as one entity. The reason for this is because the values and figures that one organization has are different from all other companies, hence no other organization can come and claim that their statistics. Secondly, a business is an entity that grows and always has a future vision. For that reason, the practices performed right now really matters about the future plan. Thirdly, GAAP makes assumption that the currency used in the financial report is always in a stable state (Shroff, 2017). Consequently, all the reports in the business have the same currency and cannot be altered unless it is a public organization reporting to the United States. Finally, GAAP makes assumptions that the reporting period for the transaction report is accurate, for instance, if the time the financial report covers is from 1st June to 31st May, it means that all transactions should be done between that period and there is no transaction recorded outside that period.
Contrarily, IFRS was created with the objective of developing a high-quality set of complete, international accepted and administrable accounting standards with the interest of the public (Mantzari et al., 2017). Therefore, the IFRS deals with the rules and guidelines of how financial reporting should be done internationally. There are several countries more than one hundred and forty countries which perform their accounting tasks by following the IFRS standards. IFRS is an independent, nonprofit organization that collects funds from banks and other organizations that feel they need to have international accounting standards in all countries. The IFRS is inclusive and hence involves all accounting experts around the globe who are proficient in setting standards as well as academic work.
IFRS involves several accounting activities, however, there are some of the practices which are considered as mandatory guidelines and must be followed which includes the statement of comprehensive income requiring preparation of loss and profit and any other income statements. Others are the statement of the financial position, statement of changes in equity and statement of cash flow (Borker, 2016).
	In summation, having discussed the evolution of accounting standards as well as differences allying GAAP and IFRS, it is evident that accounting standards have evolved for many years and it is still evolving. Hence, the more technology improves the more accounting standards improve. There are several differences between IFRS and GAAP such as GAAP is used only in the United States while IFRS is used in more than one hundred and forty countries. Moreover, under GAAP companies have more industry-specific rules and guidelines to follow while under IFRS, the principles require interpretation and judgment to know how to apply them to a particular situation.
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