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Abstract

Historical cost accounting has been a fundamental part of Generally Accepted Accounting Principles (GAAP) for centuries. However, recent Statements of Financial Accounting Standards (SFAS) have deviated from the concept of historical cost and embraced a fair value accounting regime (FASB,  2007a, 2007b, 2006, 2001a, 2001b; McCarthy, 2004). The transition from historical cost accounting is significant since it questions established accounting theory and essentially changes the prospective on how net operating income (NOI) is calculated. Basically, the traditional system of recording income on an accrual based system would be replaced with an asset-liability approach; net income would be defined as the change in book equity (Cataldo & McInnes, 2007). 


Whether a transition to fair value accounting provides information that is “better” is a matter of some debate. While proponents advocate that fair value accounting leads to financial statements that are more relevant, opponents suggest that the resulting financial statements are less reliable. While the Financial Accounting Standards Board (FASB) pursues the adoption of fair value accounting, there is some question as to the Boards underlying motivation. Specifically, does the transition indicate a departure from a basis of accounting that has become obsolete or are there additional factors driving the change? Additionally, while the FASB supports fair value accounting, is this view shared by Certified Public Accountant (CPA) practitioners?


Based on the data from this study, CPA practitioners prefer historical cost accounting over fair value accounting. The data also suggests that fair value accounting is not in conformance with the Hierarchy of Accounting Qualities addressed by the Financial Accounting Standards Board in Statement of Financial Accounting Concepts No. 2. This study also reveals that years of licensure and firm affiliation have a subtle impact on CPA preferences towards fair value accounting.
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CHAPTER ONE: THE PROBLEM

Introduction

Historical cost accounting has been a fundamental part of Generally Accepted Accounting Principles (GAAP) for centuries. However, recent Statements of Financial Accounting Standards (SFAS) have deviated from the concept of historical cost and embraced a fair value accounting regime (FASB,  2007a, 2007b, 2006, 2001a, 2001b; McCarthy, 2004). The transition from historical cost accounting is significant since it questions established accounting theory and essentially changes the perspective on how net operating income (NOI) is calculated. Basically, the traditional system of recording income on an accrual based system would be replaced with an asset-liability approach; net income would be defined as the change in book equity (Cataldo & McInnes, 2007). 

Whether a transition to fair value accounting provides information that is “better” is a matter of some debate. While proponents advocate that fair value accounting leads to financial statements that are more relevant, opponents suggest that the resulting financial statements are less reliable. While the Financial Accounting Standards Board (FASB) pursues the adoption of fair value accounting, there is some question as to the Boards underlying motivation. Specifically, does the transition indicate a departure from a basis of accounting that has become obsolete or are there additional factors driving the change? Additionally, while the FASB supports fair value accounting, is this view shared by Certified Public Accountant (CPA) practitioners?
Background of the Study

Historical Cost Accounting


The Securities and Exchange Commission has historically been opposed to upward revaluations and restatements of fixed assets due to an increase in the general price-level. Robert E. Healy, one of the founding commissioners, was insistent upon the use of historical cost accounting. From 1928 until 1934, Healey directed the Federal Trade Commission’s (FTC) investigation of public utility holding companies’ market manipulations during the 1920s. Healey was critical of write-ups used to manufacture income and reclassify charges to the capital surplus account; offsetting the credits from write-ups. Often, this unrealized appreciation was used as justification for paying dividends when in reality no income had been earned since there had been no actual sale (Zeff, 2007). Healy concluded that any departure from historical cost accounting was heinous. During his testimony before a Congressional committee in 1934, Healy stated that “the proper function of accounting is to make a historical record of events as they happen” (Stock Exchange Practices, 1934:7606). Healy would later reinforce his opinion with this statement, “I think the purpose of accounting is to account – not to present opinions of value” (Healy, 1938).

Healy’s position on historical cost accounting was influenced by his work as the General Counsel for the Federal Trade Commission and the chief investigator of public utility holding companies during the 1930’s. The study found that the public utility companies engaged in flagrant write-up policies. These policies reeked havoc during the market crash of 1929. (Blough, 1967). Healy’s position was embraced and reinforced by succeeding SEC Commissioners and staff members since it emphasized objectivity over other accounting system attributes (Kripke, 1979). Walker (1992), found that during the SEC’s initial years, write-ups where discouraged, but allowed, and appraisals that were not supported by adequate documentation were rejected. However, the SEC strengthened their position with respect to write-ups and began banning them in 1940 (Walker, 1992). 

The SEC did receive some academic support for its position on historical cost accounting. In 1936, the executive committee of the American Accounting Association (AAA) issued A Tentative Statement of Accounting Principles Affecting Corporate Reports advocating the use of historical cost for physical assets. Additionally, if values other than historical cost were used, they should appear in the financial statements as notations only (Zeff, 2007).  As a result of the SEC’s position on write-ups, the American Institute of Accountants (AIA), issued Accounting Research Bulletin (ARB) No. 5, Depreciation on Appreciation (Zeff, 2007). Essentially, the ARB indicated that appreciation on assets should not be recorded. However, if it was, depreciation on the appreciated values should be calculated and recorded.

During the middle of the 1940s the AIA attempted to develop support for departures from traditional historical cost. One of the first steps was to enhance ARB No. 5. Rather than issue a revised or new ARB the AIA issued a resolution in October of 1945 supporting the acceptability of an increase in asset values based on a quasi-reorganization assuming there was convincing evidence (Annual Report, 1946). The logic of the position was that if a company could liquidate and reorganize at current cost, then why not allow the recognition of current costs without liquidation (Zeff, 2007)? While the AIA planned to issue an ARB to this point, the committee postponed the process the following year. The impetus for this change was the fact that William Werntz, the SEC chief accountant, was opposed to the use of a quasi-reorganization resulting in a write-up of assets. The AIA again approached the subject in 1950, but could not gain SEC support and no bulletin was issued (Zeff, 2007).

Inflation pressures grew in post-World War II America and companies such as Sears Roebuck, United States Steel, DuPont, and Allied Chemical & Dye elected to calculate depreciation using replacement cost values. Arguments were made that depreciation charges using historical cost produced inflated profits on income statements and opened the door for union requests for increased salary and benefits and public criticism. The current SEC chief accountant, Earle King, objected to the calculation of depreciation using replacement cost values (Zeff, 2007). In response, US Steel adopted accelerated depreciation methods for property, plant, and equipment that were purchased after the war. The financial results were similar to those that would have been achieved using replacement cost values (McMullen, 1949; Blough, 1947). Congress also embraced the objectivity inherent in historical cost accounting and introduced accelerated depreciation for purposes of income taxation (Zeff, 2007).

While the accounting profession continued to struggle with the concept of historical cost accounting, the SEC, in 1950, took steps to implement historical cost on a permanent basis. This process began with the revision of Regulation S-X governing financial statement content and required assets to be accounted for at cost (Zeff, 2007). However, opposition from the accounting profession to the revisions was so strong that the SEC withdrew the revisions in return for the codification of the ARBs by the Committee on Accounting Procedure (Zeff, 1972). While the SEC failed in modifying Regulation S-X, they ultimately achieved their goal by incorporating prior Accounting Series Releases (ASR) in the regulation (Barr, 1979).

From 1954 to 1958, the Committee on Accounting Procedures worked on developing a Bulletin that would support the upward valuation of assets. This Bulletin would support the quasi-reorganization concept (Zeff 2007). Interestingly, the Committee again embarked on these efforts due to comments from SEC Chairman J. Sinclair Armstrong who indicated that a statement was needed on situations when upward valuations from historical cost might be justified (Armstrong, 1956). However, by 1958 Armstrong had left the SEC and the current staff indicated that a general statement dealing with upward valuations from historical cost was no longer needed. Accordingly, the project was removed from the Committee’s agenda (Zeff, 2007).

As an alternative to current cost accounting, others were considering the adjustment of historical cost based on the general price-level increases as a means to reflect these increases in the financial statements. The Study Group on Business Income recommended, in 1952, that supplementary information be provided that would allow the “determination of income measured in units of approximately equal purchasing power, subject to audit where practicable” (1952, 105). However, King, the SEC chief accountant at that time, powerfully dissented from the group’s recommendation (The Study Group, 1952). The report fueled interest in the concept of restating financial statements based on the general price-level (GPL) as a proxy for run-up inflation.

Leonard Spacek of Arthur Andersen & Co. was a strong supporter of using current cost accounting or GPL to restate depreciation based on historical cost. Arthur Andersen went so far as to petition the SEC to require the inclusion of an audited footnote disclosing the amount of GPL-restated depreciation not included in net income. The SEC unequivocally denied the firms petition. Arthur Andersen continued to advocate the use of GPL restated depreciation in financial statements and issued several publications supporting a variety of forms of price-level accounting (Zeff, 2007).

The AAA also supported the cause for GPL-restated financial reporting and through a committee recommended that comprehensive GPL-restated financial statements be included as supplementary information (Price level changes, 1951). An association committee convened to revise the AAA principles statements and again concluded that supplementary data should be furnished to investors that “reflect the effect of price changes in the specific assets held by the enterprise during the period, to show the effect upon the enterprise of movements in the general price level, or to achieve both purposes” (Committee on Accounting Concepts and Standards, 1957, p. 544). The chief accountant for the SEC at that time indicated that the SEC “probably would not object to the inclusion of such GPL-restated statements as supplementary material in a filing with the Commission” (Barr & Koch, 1959, p. 182).

The Accounting Principles Board (APB) focused their attention on GPL-restatements in the 1960s. Their first efforts in this area resulted in the publication of a study explaining and illustrating GPL-restated financial statements (Staff of the Accounting Research Division, 1963). In 1965, the APB published an additional study which provided support for using supplementary reporting for price level changes. Finally, in 1969, the APB approved a Statement, which was non-binding, supporting the use of supplementary disclosures for GPL-restated financial statements. The initial intent of the APB was to issue the Statement as an Opinion, but a two-thirds majority was not attainable and the SEC would not have enforced it. The SEC did not support the proposed Opinion due to parallel statement presentation, the continued need for restatement of previously issued financial statements and potential legal implications. While the Statement was issued, there were few companies that adopted the APB’s suggestion (Zeff, 2007).

During the 1960s, the APB was also working on a conceptual framework project which was issued in 1962. The report called for the use of net realizable values or current replacement cost in measuring inventory and property, plant, and equipment. However, the report was met with criticism and, ultimately, rejection by the project advisory committee. Two former chief accountants, Blough and Werntz, along with the current chief accountant, Barr, completely rejected the authors’ position (Zeff, 2007).  As a result, the APB terminated the research and refused to consider it again (Statement, 1962). In 1965, the APB issued Opinion No. 6 which supported the previous issuance and all Accounting Research Bulletins from and including No. 43. However, regarding ARB 43, “property, plant and equipment should not be written up by an entity to reflect appraisal, market or current values which are above cost to the entity, but that whenever appreciation has been recorded on the books, income should be charged with depreciation computed on the written up amounts” (APB, 1965, p. 42). One member of the APB, Sidney Davidson, indicated that his support for not writing assets up to fair values was only due to the inadequacy of current measurement techniques. When measurement techniques become adequate, then the use of current costs would be appropriate in the financial statements (Zeff, 2007). 

The AAA prepared a Statement of Basic Accounting Theory in 1966 which recommended the use of both current and historical costs in the financial statements (Committee to Prepare a Statement of Basic Accounting Theory, 1966). However, the SEC chief accountant indicated that the SEC would not recognize financial statements that were issued in accordance with this statement. There was minimal concern from U.S. companies being required to use historical cost accounting in times of increasing prices; this was primarily due to the availability of last-in, first-out (LIFO) accounting and accelerated depreciation methods allowed by the Internal Revenue Code of 1954 (Zeff, 2007).

From its inception, the SEC has been clearly opposed to the use of current or fair value accounting. Their reluctance to adopt or support anything but historical cost accounting stems from the experience of companies during the 1920s and the implications during the market crash of 1929. This perspective was passed down from chief accountant to chief accountant from its inception until 1972. Andrew Barr represented the last of the staff that was hired by the SEC in the 1930s. The SEC chairman at that time, William J. Casey, elected not to promote Barr’s deputy, but instead decided to look outside the organization. Casey’s choice was John C. (Sandy) Burton an academic form Columbia University. Burton was not influenced by the experience with write-ups during the 1920s and had already indicated that he would support a change in the accounting model for one that would better represent economic reality (Zeff, 2007). The hiring of Burton would be a water-shed event in the battle between historical versus current cost accounting.

Historical cost accounting has been an accepted practice in accounting since the time of Pacioli. While there has been discussion and debate over the issue, historical cost accounting has reined as the preeminent accounting proposition; at least until 1972 when the SEC changed its stance on the issue.
Transition to Fair Value Accounting

During the 1970s, the US experienced high rates of inflation; this reality could be seen in the early exposure drafts of the Financial Accounting Standards Board (FASB). The FASB issued Financial Reporting in Units of General Purchasing Power in 1974 which advocated that financial statements should contain a comprehensive GPL-restatement. Chief accountant Burton indicated that GPL-restatements would add no more value for investors than the current reporting requirements and that development in the area of replacement cost is essential (Zeff, 2007). In an effort to enhance replacement cost accounting, the SEC announced a planned change to regulation S-X. This change would require that certain companies provide footnote disclosure of the replacement cost values for productive capacity, inventories, depreciation, and cost of sales (SEC, 1975). While the body of the financial statements was not affected by the required replacement cost information, the SEC’s position was a historical deviation from the prior defense of historical cost accounting. Additionally, the change to Regulation S-X took the control of this issue from the FASB and placed it firmly with the SEC.
The FASB did strengthen their position by issuing Statement of Financial Accounting Standards (SFAS) No. 33. This SFAS required supplementary disclosure of GPL- restated data as well as current costs. SFAS No. 33 revised the terminology for GPL-restated data in favor of constant dollar accounting. However, the SFAS only applied to large corporations (Zeff, 2007). In response to the SFAS No. 33, the SEC issued Accounting Series Release No. 271 effectively removing the disclosure requirements of ASR No. 190.  While the FASB’s SFAS No. 33 now provided authoritative guidance on current cost and constant dollar accounting, it was the SEC that influenced the FASB into their position at that time.

The SEC further departed from historical cost accounting by requiring the use of current value information when accounting for oil and gas reserves in financial statements. The SEC was required by congress to extinguish the diversity in accounting in the oil and gas industry. Large companies primarily used the successful efforts costing method where only costs associated with successful gas exploration were capitalized. Costs related to unsuccessful wells were immediately expensed. On the other hand, some producers employed the full costing methods where all costs associated with gas exploration were capitalized. The FASB provided advice to the SEC on this issue and, ultimately, released SFAS No. 19 requiring the use of successful efforts costing only ( Zeff, 2007).
The issue was thoroughly addressed by congress through public hearings. Significant pressure was brought from smaller gas and oil companies through lobbyists as well as members of Congress. All five members of the Commission became deeply involved in the hearings and believed that market values were more relevant in the gas and oil industry. In response to the hearings, the SEC issued Accounting Series Release No. 253 which supported the use of reserve recognition accounting (RRA). RRA was a form of current value accounting which required unrealized gains and losses from holding gas and oil reserves to be taken to income. ASR No. 253 also represented a water-shed event. This was the first time that the SEC required that companies use anything other than historical cost accounting. During the development of RRA, the SEC would allow companies to use either full costing or successful efforts in accounting for gas and oil reserves. As a result, the FASB issued SFAS No. 25 suspending the effective date of SFAS No. 19 (Zeff, 2007).
Once again, significant pressure was brought on the SEC by major oil companies opposing the use of current value accounting for oil and gas reserves. The basis of their argument was that requiring current value accounting in a time of escalating petrol prices would effect public perception of their profitability. The SEC revised its position on RRA and instead supported a FASB suggestion to require only a comprehensive footnote disclosure rather than enforcing current values in the body of the financial statements (Zeff, 2007).
Fair value accounting emerged again with the FASB’s issuance of SFAS 141 dealing with the required use of the purchase method of accounting for business combinations. SFAS 141 supersedes APB Opinion No. 16, Business Combinations, and FASB Statement No. 38, Accounting for Preacquisition Contingencies of Purchased Enterprises. APB No. 16 allowed for the accounting of business combinations using either the pooling-of-interests method or the purchase method. The 12 criteria required for the pooling-of-interests method resulted in similar business combinations producing different results. As a result, comparability between entities was compromised and there was limited information concerning tangible assets.  Additionally, company management indicated that differences between the purchase and pooling methods affected competition in the mergers and acquisition markets (FASB, 2007b).
There is a fundamental difference between SFAS 141 and APB Opinion 16; specifically, the purchase method implies that all business combinations are acquisitions and those acquisitions should be accounted for based on the values exchanged. SFAS 141 can be justified based on a better reflection of the investment made in the entity, increased comparability of reported financial information, and an increase in the completeness of financial information (FASB, 2007b). The primary emphasis in SFAS 141 is the valuation of acquired assets at fair market value. Additionally, the use of purchase accounting normally results in the recording of goodwill on the books of the acquiring company (McCarthy, 2004).
The FASB next issued SFAS No. 142 replacing APB Opinion No. 17, Intangible Assets. SFAS No.142 allows management to determine when a write-down of impaired goodwill is required. The FASB, under this Standard, does require management to assess the impairment of goodwill annually based on the average of probabilities of values (McCarthy, 2004). The FASB noted that analysts, management, and other users of financial statements indicated that intangible assets are growing in importance as an economic resource and as a percentage of assets obtained in many transactions requiring better information about intangibles. Additionally, financial statement users indicated that goodwill amortization expense was not useful in analyzing investments (FASB, 2001a).
One of the major differences between SFAS 142 and APB Opinion 17 is how goodwill and other intangible assets will be accounted for after their initial recognition. Under SFAS 142, goodwill and certain intangible assets will no longer be amortized. Accordingly, the amounts of goodwill and intangible assets will not decrease in the same manner or the same amounts that would have been recorded using APB Opinion 17. Additionally, reported income may be more volatile than under APB Opinion 17 since impairment losses are likely to occur in different amounts and irregularity (FASB, 2001a).
The primary theoretical justification for the issuance of SFAS 142 rests in the Board’s view that the amortization of goodwill did not meet the concept of representational faithfulness contained in FASB Concepts Statement No. 2, Qualitative Characteristics of Accounting Information. Nonamoritization of goodwill with annual impairment testing is more consistent with that concept. Additionally, a proper balance between reliability and relevance and costs and benefits is achieved under SFAS 142 and improves financial reporting (FASB, 2001a).
Probably the most significant move by the FASB with respect to fair value accounting was the issuance of SFAS 157, Fair Value Measurements, in 2006. SFAS 157 provides a definition of fair value, creates a framework for measuring fair value, and increases disclosure requirements related to fair value measurements. Prior to the issuance of SFAS 157, different definitions of fair value accounting existed and there was limited direction in applying those definitions. Additionally, the guidance that existed was dispersed through many accounting pronouncements creating inconsistencies. The focus of SFAS 157 was on increasing consistency and comparability pertaining to fair value measurements (FASB 2006). 
The most recent advancement of fair value accounting came with the release in 2007 of SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities. SFAS No. 159 allows organizations the choice of using fair value to measure financial instruments and other items. The primary objective is to enhance financial reporting by reducing the amount of volatility in reported earnings resulting from measuring related assets and liabilities differently. Additionally, SFAS 159 is also expected to increase the use of fair value accounting which supports the FASB’s long-term objectives for accounting for financial instruments (FASB, 2007).
Motivations for Fair Value Accounting


In each of the previously discussed fair value based Standards, the FASB provided a justification for their issuance. The objective of SFAS No. 141 was to improve relevance, comparability and representational faithfulness relating to business combinations. However, The FASB also addresses SFAS No. 141’s  impact on the FASB and International Accounting Standards Board’s (IASB) joint effort to “promote the international convergence of accounting standards” (FASB, 2007b, p.vi). SFAS No. 142 was issued to improve financial reporting of entities that acquire other intangible assets and goodwill since asset values will now “better reflect the underlying economics” (FASB, 2001b, p. 7). Furthermore, the FASB “concluded that amortization of goodwill was not consistent with the concept of representational faithfulness” and that “nonamortization of goodwill coupled with impairment testing is consistent” with Concepts Statement No. 2, Qualitative Characteristics of Accounting Information (FASB, 2001b, p. 7).

In issuing SFAS No. 157, the FASB considered the need for increasing comparability in fair value measurements and enhancing disclosures. Additionally, the FASB makes reference to Concepts Statement No. 2 and its emphasis on providing comparable information enabling users to “identify similarities in and differences between two sets of economic events” (FASB, 2006, p. ) Furthermore, the FASB indicates that increased disclosures concerning the use of fair values and the measurement of assets and liabilities “should provide users of financial statements (present and potential investors, creditors, and others) with information that is useful in making investment, credit, and similar decisions – the first objective of financial reporting in FASB Concepts Statement No. 1, Objectives of Financial Reporting by Business Enterprises ( FASB, 2006, p. ) The FASB also believes that a cohesive definition of fair value and a framework for measuring fair value will increase consistency and comparability. The FASB also suggests that the increased disclosures required under SFAS 157 will provide financial statement users with higher quality information concerning the use of fair values in measuring assets and liabilities,  “the inputs used to develop the measurements, and the effect of certain of the measurements on earnings (or changes in net assets) for the period” (FASB, 2006, p. 6 ).

The analysis of the “fair value standards” suggests that their motivation may come from one of two places. First, the original use of historical cost accounting did not meet the spirit of Concepts Statement No.2 and a complete revision of GAAP relative to historical cost is required or secondly, there is another force pushing the FASB for a fair value accounting regime. That alternative force may be the international harmonization of accounting principles and the supporting position of that convergence by the SEC.

Statement of Financial Accounting Concepts No. 2

SFAC No. 2 was issued in May of 1980 with the intent of examining certain characteristics that make accounting information useful (FASB, 1980). Since users, preparers, and auditors must evaluate and select accounting alternatives, certain characteristics of financial data are required in this selection and evaluation process (FASB, 1980). Appendix A illustrates the hierarchy of accounting qualities to be used in determining which accounting alternative should be followed as defined in SFAC No. 2.

As indicated by the model, users of accounting information are defined by their characteristics including understanding and prior knowledge. The pervasive constraint in the model indicates that any method of accounting should only be pursued if the benefits of that method exceed the costs of obtaining that information. User-specific qualities of understandability and decision usefulness must next be taken into consideration. Decision usefulness can be broken down into two primary decision-specific qualities of relevance and reliability. Relevance can be further broken into the three component parts of predictive value, feedback value, and timeliness. Reliability can be broken down into the categories of verifiability, representational faithfulness, and neutrality. While neutrality is an aspect of reliability it is also a secondary and interactive quality. The other secondary and interactive quality is comparability including consistency. Finally, the overall threshold for recognition is materiality.


Smith (1996) found that accounting practitioners and MBA Finance students were prepared to sacrifice understandability, timeliness, completeness, and comparability in disclosures in exchange for relevance, reliability, and objectivity. However, the issue in comparing historical cost accounting with fair value accounting is one of reliability versus relevance (McCarthy, 2004). Historical cost accounting provides values that are reliable and can be traced to source documents identifying the cost paid. In other words, it is verifiable. Fair value accounting on the other hand relies on “the collective accumulation of statistical probabilities” (McCarthy, 2004, p. 18). The resolution to the argument of historical cost versus fair value depends on the importance of relevance and reliability to the decision maker.


In issuing SFAC No. 2, the FASB recognized that information could possess both relevance and reliability to varying degrees. Additionally, the FASB indicated that it is possible to exchange reliability for relevance or vice versa, but not to the extent of eliminating one of them altogether (FASB, 1980). 
International Harmonization of Accounting Principles


In 2000, the FASB Strategic Planning Group reviewed operating policies and procedures to identify how best the Board and staff could work with the International Accounting Standards Board (IASB).  The plan did not include a phase-out of the FASB or U.S. GAAP. In 2001, to be consistent with its goal of a single set of high-quality international accounting standards the FASB modified its agenda-setting process to include convergence possibilities, cooperative opportunities, and resources. The FASB-FAF identified two related goals as part of the FASB’s commitment; to ensure that international accounting standards are of the highest quality and to accelerate convergence of the accounting standards (Herz & Petrone, 2005).

The IASB and the FASB agreed to jointly undertake common agenda projects.  A project that was considered joint would be included on the agendas of both organizations and would be fully deliberated by both Boards; a joint resolution would try to be achieved by working together. The FASB and the IASB held their first joint meeting in September 2002 and a Memorandum of Understanding was issued in October 2002 referred to as the Norwalk Agreement. In October 2004, the Boards added a joint project to their agendas to converge the IASB’s Framework and the FASB’s Statements of Accounting Concepts. The initial phase of the converged framework was planned to focus on objectives, qualitative characteristics, elements, recognition and measurement. There has been progress made towards the convergence of U.S. GAAP and IFRS. In 2004, IFRS 3, Business Combinations was issued and eliminated the pooling of interests method as did Statement 141. Statement 142 no longer allows for the amortization of goodwill but requires that it be reviewed annually which is consistent with IFRS. The IASB issued IFRS 2, Share-based Payment and the FASB issued Statement No. 123 Share-Based Payment (Herz & Petrone, 2005).

However, harmonization has not been with out its critics or its problems. International accounting and auditing standards through the early 1990s had met with limited success (Cohen, Pant & Sharp, 1992). Few companies referenced the International Accounting Standards (IAS) in their financial reports and there were significant issues preventing harmonization.  Most problematic was the fact that as of 1989 the standards lacked a theoretical framework, could not be enforced, focused on advanced economies, and allowed multiple approaches (Rivera, 1989). Multiple reporting practices from various countries based on diversus cultures, tax, and legal structures, which were deeply embedded, were not open for change.  Accordingly, the only International Standard that would be acceptable would need to allow for multiple treatments (Cohen, Pant & Sharp, 1992). The International Accounting Standards Committee (IASC) does not necessarily develop standards to accommodate every country, but to accommodate the most strategically critical countries in achieving its mission, such as the United States, the United Kingdom, Germany, Japan, and Canada.  As time passes, the IASC gains political power and moves closer to achieving the goal of harmonization which is supported by the number of countries adhering to IAS. The value each country has to the IASC decreases and that country is faced with having a voice as a member of the IASC and adopting IAS or not being recognized in international accounting standard setting forums.  Harmonization is a way of life as indicated by the IASC’s increasing pressure on member countries for compliance (Wallace, 1990). The relationship between the IASC and the U.S. Financial Accounting Standards Board is cordial, collaborative, and committed.  There is no sense of pressure from the IASC becuase the IASC needs the United States, the FASB, and the Securities and Exchange Commission (SEC) to converge with IAS.  Until the U.S. harmonizes, there is likely to be some discord among countries who have adopted and a claim of preferential treatment by the IASC or claims that the IASC was just the institution used to standardize Anglo-Saxon accounting globally.

Many people responsible for the preparation of U.S. company financial statements are not as excited about convergence because it implies change.  With the Sarbanes-Oxley Act and related regulations recently digested, they have seen enough change in the last few years. Members of the FASB who feel that proposed changes to U.S. accounting standards that are unsound or detrimental to their interests will rely on political and governmental remedies to resolve the situation. This intervention has been felt by both the FASB on share-based payments and the IASB on accounting for financial instruments (Herz & Petrone, 2005).

Research Problem


While the FASB has embarked on the road towards full fair value accounting, actual practitioner acceptance and support for this methodology has not been determined. As discussed previously, the SEC has placed pressure on the FASB to bring American GAAP in conformance with International Accounting Standards. One of the primary differences rests with the use of fair value accounting. The overarching research issue is; do CPA’s support fair value accounting over historical cost based accounting?  While the FASB has introduced Standards based on their adherence to SFAC No. 2, there is much room for interpretation when applied to fair value accounting. This study seeks to survey CPAs on their perceptions of fair value accounting in context with SFAC No. 2. Additionally, the study seeks to identify differences between their perceptions and demographic characteristics based on years of licensure, private or public practice, and small firm/medium firm/large firm affiliation.

It is expected that the majority of CPA’s regardless of years of licensure, private or public practice, and small firm/large firm affiliation will support historical cost accounting over fair value accounting. However, when looking at the support for historical cost over fair value accounting there will be significant differences at the demographic characteristic level. While it is expected that both private and public accountants will prefer historical cost over fair value accounting, there will be significant differences in small firm/medium firm/large firm affiliation and in number of years of licensure. It is expected that small firm practitioners will prefer historical cost while practitioners in large firms prefer fair value accounting. Additionally, CPAs who have been licensed for less then 10 years will prefer fair value accounting over historical cost accounting.
The following hypothesis will be tested during this study:

H01 – There is no difference between private and public accountants with respect to their preference of historical cost versus fair value accounting.

H11 – There is a significant difference between private and public accountants with respect to their preference of historical cost versus fair value accounting.

H02 – There is no difference between small/medium/large firm affiliation and an accountant’s preference of historical cost versus fair value accounting.

H12 – There is a significant difference between small/medium/large firm affiliation and an accountant’s preference of historical cost versus fair value accounting.

H03 – There is no difference between years of licensure and an accountant’s preference of historical cost versus fair value accounting.

H13 – There is a significant difference between years of licensure and an accountant’s preference of historical cost versus fair value accounting.

This study also seeks to collect data on CPA’s perceptions of fair value accounting standards relative to the qualitative characteristics of accounting data as defined in SFAC No.2. It is expected that the majority of CPAs perceive that historical cost accounting better represents a trade-off between relevance and reliability than fair value accounting. This will be done by surveying CPA’s attitudes of predictive value, feedback value, and timeliness related to relevance and verifiability, representational faithfulness, and neutrality related to reliability. 
Limitations


As with any study, there are inherent limitations based upon populations and methodologies. This study is no different. The first limitation deals with the population to be included for study. This study will be conducted online using SurveyMonkey. The population includes all members of the Georgia Society of Certified Public Accountants which currently has over 10,000 members. The issue at hand is CPA’s perceptions on fair value versus historical cost accounting and essentially is a “national” accounting issue. The more appropriate population is all CPAs practicing in the United States. However, it is expected that Georgia CPA’s perceptions are relatively homogeneous with that of the CPA population across the United States.

The methodology of the study dictates that the survey will be administered to CPAs who are members of the Georgia Society of Certified Public Accountants (GSCPA). The survey will be prepared in SurveyMonkey and the link e-mailed to GSCPA members. The expected response rate is between two and five percent. Due to the seasonal nature of the accounting industry, the survey will not be issued until after April 15th. As an inducement to participation, three one hundred dollar contributions will be awarded to selected participants.
Delimitations


There are approximately 330,000 CPAs that belong to the American Institute of Certified Public Accountants (AICPA). While not all of the approximately 10,000 CPAs who belong to the GSCPA can be assured of belonging to the AICPA, the majority can. This represents three percent of the total CPA population in the United States. Surveying two hundred CPA’s will represent two percent of this population  and .061 percent of the total CPAs in the United States.
Significance of Study


While the issue of fair value versus historical cost accounting has been of significant debate and will have an extreme impact on the future of accounting both in the United States and internationally, little has been done to survey practitioner’s perceptions and thoughts. The FASB has continued to pursue a fair value accounting regime without identifying the wants and needs of preparers and users. While public comment has been sought and received, it has not deterred the agenda of the FASB and the IACSB. Additionally, historical data shows that fair value accounting has been used to manipulate financial statements; both in the 1920’s and in recent history by Enron.
Overview of the Study


The study is a survey based study and will solicit CPA’s perceptions regarding historical versus fair value accounting in the State of Georgia. A total population of approximately 10,000 CPAs who are members of the GSCPA exists. The survey will be administered via the web using SurveyMonkey. The link and survey request letter will be distributed to members of the GSCPA via email.
CHAPTER TWO: LITERATURE REVIEW

Zeff (2007) provides an exhaustive review of the SEC and its position on historical cost accounting which was discussed in chapter one of this dissertation. There are two important ideas that can be taken from this historical review:
1. The SEC had a significant impact on the development of accounting principles from 1930 through present day and that influence included a preference for historical cost accounting.

2. Fair value accounting has been used in the 1920’s and the late 1990’s and in both circumstances fair value accounting was used to manipulate financial statements.

At the center of the debate over fair value versus historical cost accounting is the issue of reliability and relevance (Krumwiede, 2008). Fair value advocates suggest that it allows for more relevant and timely information although it uses significant judgments and estimates. Opponents of fair value accounting suggest that it produces unreliable information (Krumwiede, 2008). Long-term and intangible assets are generally reported at historical cost or historical cost with an adjustment for depreciation or amortization. However, exceptions to this rule exist under SFAS No. 142, Goodwill and Other Intangible Assets and under SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. Under both these standards, impaired assets are required to be written down to fair values. Additionally, the FASB issued the Conceptual Framework for Financial Reporting: the Objective of Financial Reporting and Qualitative Characteristics and Constraints of Decision-Useful Financial Reporting Information which emphasized the balance sheet over the income statement, implying that the use of fair value measurements would be extended. (Krumwiede, 2008). This focus diverges from the view expressed by the FASB in Statement of Financial Accounting Concepts (SFAC) No. 1, Objectives of Financial Reporting by Business Enterprises, which was issued in 1978 and included the following expression concerning financial reporting:
The primary focus of financial reporting is information about earnings and its components (SFAC No. 1, 1978 p. 19).  Financial accounting is not designed to measure directly the value of a business enterprise, but the information it provides may be helpful to those who wish to estimate its value (SFAC No. 1, 1978, p. 6)
This position is consistent with the philosophy that the traditional income-statement approach should be followed which is based on historical cost accounting, the transaction approach, and minimizes the use of judgments and estimates. This traditional approach generates information that has a high level of reliability and is verifiable unlike the balance-sheet approach which suggests the use of fair value measurements that can result in information that may be unreliable, not easily verifiable, and not grounded in market observations (Krumwiede, 2008).
A comprehensive model of fair value accounting would extend the reporting of fair values to all assets and liabilities and generate an income statement that represents the change in the asset and liability values during the period. Additionally, the use of fair value accounting appears to undermine the relevance and comparability of financial reporting. As an example, some financial institutions that adopted SFAS No. 159 reported significant revenues related to the write-down of their liabilities during the quarter ended March 31, 2008 (Krumwiede, 2008).

The issue of reliability with respect to fair value accounting depends on the measurement process and the related inputs (Krumwiede, 2008). SFAS No. 157 outlines a three level input hierarchy. Level 1 inputs are the highest level and include observations from active markets for identical assets and liabilities. These inputs provide a measurement that most would agree is reliable. Level 2 inputs include all other observable inputs that are not Level 1 inputs and would be based on the sales price of a similar asset. Level 3 inputs are unobservable inputs (FASB, 2006). Since Level 1 inputs will not be available, Level 2 and Level 3 inputs will need to be used for intangible and long-term assets. “When Level 2 and Level 3 inputs are necessary, the reliability of fair value measurements is questionable” (Krumwiede, 2008, p. 36).

Present value (PV) techniques such as discounted cash flow (DCF) can be used as a method of valuing long-term and intangible assets. Since present value techniques use forecasting as a basis, the reliability of this methodology is open to criticism (Krumwiede, 2008). The most common method for valuing goodwill is DCF. Additionally, “in SFAS No. 144, the FASB acknowledges that a PV technique is commonly used to measure the fair value of long-lived assets” (Krumwiede, 2008, p. 36). Specifically, the FASB states that:
The Board acknowledges that in many instances, quoted market prices in active markets will not be available for the long-lived assets (asset groups) covered by this Statement…a present value technique is often the best available valuation technique with which to estimate fair value…During its deliberations leading to the Exposure Draft, the Board concluded that an expected present value technique is superior to a traditional present value technique,  especially in situations in which the timing or amount of estimated future cash flows is uncertain (FASB, 2001a, p.B40)
The FASB acknowledges that in measuring fair values for long lived assets, present value techniques are a common method. Additionally, the Board alludes to the uncertainty in measuring fair value by using such terms as “expected present value”, “estimated future cash flows”, and “uncertain” (Krumwiede, 2008). Furthermore, several items could contribute to the unreliability of these fair value estimates including:

The starting point is management’s projection of future cash flows to be generated from the asset group (both the amount and length of time cash flows will be generated). Projections require prediction about the future. The estimated cash flows must then be discounted to the present. Picking a discount rate and incorporating an appropriate risk premium into the discount rate of the cash flows is an educated guess. For some entities, the risk premium will need to encompass a broad range of factors. For example, if some sales or operating expenses are denominated in a foreign currency, foreign currency risks need to be considered (Krumwiede, 2008. p. 36).
Essentially, management is required to predict the future in applying these present value techniques, but:

How effectively can management predict for how many more years a particular product will sell? The amount of the future sales and any resulting changes in sales prices? Future operating expenses? How will the economy affect sales of a product several years into the future? How much risk should be incorporated into a discount rate or cash flow? How should the discount rate or cash flows be adjusted for inflation expectations? (Krumwiede, 2008, p. 36).

What is clear is that when using Level 3 inputs for fair value measurements management is required to make predictions about the future which is difficult to do and certainly more difficult to verify (Krumwiede, 2008).  In addition to the uncertainty surrounding present value techniques used in fair value accounting, other criticisms have been raised. “Even well-intentioned management estimates of fair value will be wrong to the extent that the various predictions and assumptions are wrong (Krumwiede, 2008, p.38).  When dealing with management that maybe opportunistic or dishonest, these judgments and estimates may be used to manipulate and massage the numbers to yield desired earnings numbers. In using a DCF model, cash flows can be overstated or understated depending on the desires of management. Large write-downs could be recognized in poor performing year’s thereby reducing carrying values and increasing earnings in future years (Krumwiede, 2008). Additionally, independent verification by the firm’s auditors would necessitate reliance on management estimates, but if these estimates are materially incorrect it will be difficult to determine whether they were honest errors or intentional manipulation (Krumwiede, 2008).

In a movement toward fair value accounting, it is conceivable that the fair value model would be inconsistent with a principles-based standards-setting process. Additional rules and operating procedures could be created in an attempt to provide guidance on dealing with uncertainties and estimates required by fair value accounting. In response to a study by the SEC on the adoption of a principles-based accounting system, the FASB addressed this issue (Krumwiede, 2008).
In addition, the Board’s recent experience suggests that many preparers and auditors have become less willing to exercise professional judgment in areas involving accounting estimates, uncertainties, and inherent subjectivity. Instead, they have been requesting detailed rules and bright lines in an apparent effort to reduce the need for the exercise of judgment in inherently subjective areas (FASB 2004, p 6).

Using fair value accounting for intangible and long-lived assets could decrease the reliability of that financial reporting. At times, it is appropriate to sacrifice a degree of reliability in an effort to provide information that is more relevant. However, a sufficient level of reliability should not be abandoned for more relevant information since unreliable information is not useful to decision makers. Additionally, different entities will use different assumptions and procedures in estimating fair values which will reduce comparability (Krumwiede, 2008).

Of all accounting information, financial analysts use the price-to-earnings ratio, price-to-sales ratios, and earnings growth the most. These measures do not rely on asset information. Additionally, cash-flow information is used on a fairly frequent basis, but not to the extent as the aforementioned measures. Analysts prefer using income-statement based information over balance-sheet based information and little, if any, information related to long-term and intangible assets is used. Since investment professional believe that businesses exist to sell a product or service, their primary interest is the revenue and expenses related to the sale of that product or service. Accordingly, this view supports the traditional income-statement approach (Krumwiede, 2008).

The primary objective of financial reporting is to “provide information that is useful to present and potential investors and creditors and other users in making rational investment, credit and similar decisions” (FASB, 1978, p. CON 1-1). To be useful, information should have the attributes of relevance, reliability, and comparability. The expanded use of fair value measurements for intangible and long-lived assets is not necessarily consistent with these attributes (Krumwiede, 2008).

During the 500-year evolution of accounting the dated valuation principle ran in parallel to the concept of historical cost accounting (Chambers, 1994). Essentially, the dated valuation principle is currently what is known as fair value accounting. The dated values of assets are important when transactions of “more than a trivial amount” are under consideration (Chambers 1994, p. 83). These dated values provided a more relevant picture of what a person’s estate was worth, since it provided the actual value of all items. Accounting records are artifacts representing the spending and paying of debts; they purport to record and communicate economic transactions. However, that record may diverge from the underlying economic transactions due to innocent error or deliberate deceit. Accordingly, there is a need to periodical count and value property (Chambers, 1994). During the period 1436-1440, the Venetian merchant, Jachomo Badoer was not troubled by problems of valuation and used market values to determine the gain (Chambers, 1994).  Additionally, Matthew Schwartz, chief accountant of the business of the Fuggers used a method of bookkeeping where statements of capital were compared at two different periods and inventories were stated at market values (Chambers, 1994). Trading and banking partnerships during the late 18th and early 19th centuries used valuations in recording deeds and contracts (Chambers, 1994). A review of approximately 70 banking partnership deeds issued from 1827-1843 indicated that the financial statements should be based on “current fair estimated valuations of property” (Chambers, 1994, p. 83). Additionally, a review of 29 other deeds indicated that “properties were to be valued at not at the cost but at the then selling price…so that the real state of affairs may plainly appear (Chambers, 1994, p. 83).

Durable property revaluations have been common with U.K. style companies since the beginning of the corporate era and were quite common in the U.S. until SEC regulation began (Chambers, 1994). In a 1932 committee report of the American Institute of Accountants, issued to the New York Stock Exchange, it was noted that periodical valuation had long been used in the preparation of financial statements (American Institute of Accountants, 1932).  Even after the SEC banned the practice of fair value accounting, the continued use of quasi-reorganization devices was used allowing the circumvention of the historical cost doctrine. These continued attempts to apply fair value accounting result in rejection or contradiction to cost basis financial statements. However, the cost doctrine continued to flourish and was the espoused theory in textbooks, academic and professional dialogue, and professional practice (Chambers, 1994).

The use of the cost doctrine has produced significant evidence of the irrelevance of that doctrine and the problems that it causes. Bankruptcy, litigation, special investigation, and proceeding reports, as well as observations of the financial press, provide data regarding the cost doctrine as the cause of company failures and financial frauds (Chambers, 1994). Historical cost accounting has been justified on the basis of several explicit technical grounds.
The charge of fallacious aggregation of heterogeneous and heteroscalar amounts in conventional balance sheets has never been adequately defended. The charge cannot be laid against statements based on valuations made at a specified balance sheet date. The charge that communication fails through the use of terms and numbers having no counterpart in common experience has never been faced. The charge that the products of the conventional process are entirely irrelevant to judgment and choice has provoked reaffirmations of their utility, without evidence or argument.  (Chambers, 1994, p. 84).
It has been suggested that the cost basis of accounting provides a strong level of stewardship of property entrusted by a principal. However, if the accounts are not completely brought up to date with a current valuation, then an effective assessment of stewardship can not really be made (Chambers, 1994). The use of cost basis accounting leads to “successively uninformed and improper judgments of stewardship. Dated valuation of property at money’s worth provides no such ground for misjudgment” (Chambers, 1994, p. 84).

With respect to the argument that historical cost basis financial statements do not give up-to-date information, cost basis proponents argue that the financial statements are designed to be historical. However, this argument “is a groundless contention” (Chambers, 1994, p. 84). The financial statements (balance sheet) bear a specific date and reflect all transactions and events affecting the financial position of the firm up to that date. “The present, of course, is to be discovered by observation and inquiry. A present state is not discoverable by applying conjectures, extrapolations, and guesswork to facts of the past” (Chambers, 1994, p. 85). The cost basis of accounting abandons discovery. Yet, in earlier times when business units were smaller, it was possible to review progress from year-to-year by the use of annual valuations. However, as organizations grew larger and larger annual valuations became impractical (AIA, 1932). Just as the size and complexity of firms increased along with exposure to financial hazards, the accounting profession would consider valuations based on market prices impractical when what was required was up-to-date information. (Chambers, 1994).

Accounting purports to measure economic transactions of the firm and “in common usage, to measure means to discover, by use of an appropriately calibrated scale, the magnitude of a specified property of an object, under specified conditions” (Chambers, 1994, p.85). The use of the words measure and measurement when applied to cost basis accounting create an “unwarranted impression, an illusion of exactitude and rigor” (Chambers, 1994, p. 85). Yet, a challenge can be made with respect to the calibration of cost basis accounting; how well does it really measure the financial position of the firm.

Up-to-date information is required for the safe and reliable operation of a business and is just as necessary of the regulation of asset holdings, regulation of expenditures, and debt dependence. However, this seems to have been overlooked by accountants enmeshed in the mechanics of their craft (Chambers, 1994). Accounting provides information that enables management to make decisions based on past experience and past events. An analysis of the past may prevent errors in judgment from happening again while past successes may be exploited. Accordingly, the “lessons of an exact history are not to be disparaged” (Chambers, 1994, p. 86). Decision making is also based on the “knowledge of the then-present financial state of a person or firm” (Chambers, 1994, p. 86). This information is crucial for managers so that they have full knowledge of the means at their disposal and can make decisions about business expansion or contraction. Accounting provides only these two inputs that impact decision making and any method that “interferes with the quality of these products interferes also with the capacity to choose in an informed manner from available future courses of action” (Chambers, 1994, p. 86). Since cost basis accounting does not reflect the true value of the firm at any given date, it undermines the decision making process.

During the late 1990s a technology boom developed and high stock prices relative to book values were seen on a wide-spread basis. Justification for these high prices was found in an attack on current accounting principles. Current principles simply did not recognize the value of intangible assets created in the Information Age. Analysts attempted to measure the value of the intangibles by looking at the difference between the inflated market value of the entire firm and the tangible assets (Penman, 2003). However, “GAAP does not make this mistake: GAAP does not bring prices into financial statements” (Penman, 2003, p.88). There is a level of inherent speculation in market prices since they are based on assumptions and beliefs about the future and quality accounting principles recognize this issue. 
In essence, investors are buying future earnings and are speculating on what those future earnings might be when setting stock prices. However, quality accounting principles recognize that the shareholder is better served if what you know about earnings is not mixed with speculation of what you do not know (Penman, 2003). The FASB’s Conceptual Framework addresses the restatement of the reliability criterion and separates information by reliability class. Quality accounting also recognizes that shareholder value is only created if the company first gets customers and then “receives more value from customers than is given up in servicing customers” (Penman, 2003, p. 88). 
Shareholder value is created by the firm’s interaction with the customer and the trading in product markets and with suppliers in the input markets. This is the source of value that shareholders want to understand. “How much was earned this period from trading with customers and suppliers?” (Penman, 2003, p.88). Investors use this hard information, which is free from speculative information, to anticipate what the firm’s earnings from customers will be in the future. At the heart of this issue is revenue recognition and matching, “the hallmark of the traditional financial reporting model” (Penman, 2003, p. 88). 
Regrettably, the principle has been abused in practice. Excessive write-downs, merger charges, cookie jar reserving, front-end revenue recognition, and under- or overestimating of allowances for credit losses, warranties, and deferred tax assets (to name a few) – with the associated intertemporal shifting of earnings – are failures of management, directors, and auditors in applying basic accounting, not a failure of principles (Penman, 2003, p. 89).
The underlying philosophy of this view is that earnings are not a perfect indicator of price. Earnings represent the value-added from commerce with customers and, presumably, stock prices are able to recognize this value-added. However, prices also speculate on the value created from the addition of future customers (Penman, 2003). Accordingly, quality earnings do not necessarily perfectly correlate with stock returns, since this correlation will also change with speculative beliefs (Penman, 2003).

The current mover to fair value accounting should proceed with care, especially for nonfinancial institutions. The problem with fair value accounting is that we “lose the information from revenue realization and matching and substitute (possibly bubble) market prices or biased and imprecise fair value estimates (Penman, 2003, p. 89). Traditional historical cost accounting provides data concerning the value added from trading with customers that inform about prices. Because fair value gets information from prices, the ability to inform concerning prices may be lost (Penman, 2003).


One of the complaints stemming from the Enron collapse is that accounting is backward-looking and the term historical cost suggests so (Penman, 2003). However, research by Ball and Watts (1972) and Beaver (1970) “has consistently shown that current earnings, on average,  are an indicator of future earnings” and that “by following the revenue recognition and matching principle, accrual accounting allocates revenues and costs to periods to yield a measure of current income that forecasts underlying profitability for the future” (Penman, 2003, p. 90).
SFAS 157, Fair Value Measurements, was not the vehicle by which the concept of fair value was introduced. The terms fair value were used in standards that were introduced 40 or 50 years ago. Of those standards, some provided a definition of what fair value was and illustrated how fair value was arrived at. However, other standards did not detail an explanation of fair value; “fair value’ was simply used as if the understanding was already deeply impeded in accounting nomenclature. In many cases, fair value accounting simply meant not historical cost accounting (Kranacher & Morris, 2007).
SFAS 157 provides a framework for measurement and a consistent definition. However, the extent that the FASB will require or allow the use of fair value accounting in the future will be addressed when a specific topic is looked at. Accordingly, SFAS 157 does not introduce a new fair value measurement regime, but is aimed at providing a framework, developing consistency, and enhancing education. SFAS 157 also created disclosures to alert people when fair value was used and identify its impact on the income statement and balance sheet. In addition, those disclosures also describe how fair value measurers were developed including market price quotations or other more complex valuation approaches (Kranacher & Morris, 2007).

When Enron collapsed, current accounting practices were going through significant changes. A fair value accounting regime was being embraced at an ever increasing pace within the historical cost accounting structure (Barlev & Haddad, 2004).  Accordingly, the case of Enron involves the misuse and abuse of both the fair value and historical cost regimes. However, keen criticism was focused on how easily Enron was able to manipulate fair values. In particular, critics focused on the number of fair value valuation procedures that allowed fraudulent activities that underlay the demise of Enron (Benston & Hartgraves, 2002). Based on the Enron experience, “it was concluded that, except for an application to a limited number of marketable financial instruments, the time of FVA had not yet arrived (Barley & Haddad, 2004, p. 344).
Barley & Haddad (2004) reject the criticism of fair value accounting and argue that the “lack of well-designed and effective adequate control systems created opportunities for the abuse and manipulation of FVA” (p. 344). Additionally, they argue that the “current control systems were designed for and are capable of providing effective safeguards for HCA. They are, however, unsuitable for FVA and do not supply safeguards appropriate to FVA” (Barley & Haddad, 2004, p. 344). “More so, existing accounting control systems slowed down the process of incorporation of FVA-based standards within the framework of GAAP (Barley & Haddad, 2004, p. 344). The fact that there were dual accounting systems “distorts the coherency of the reporting system, increased potential income management and “window dressing,” and nullifies the effectiveness of the existing control systems” (Barley & Haddad, 2004, p. 344). A control system that is well-designed and carefully implemented is mandatory for a well-functioning fair value accounting model (Barley & Haddad, 2004).
Barley and Haddad (2003) actually find significant value in a fair value accounting regime because it increases “the supply of value relevant information, solutions to evolving business measurement and reporting issues, improvement of full disclosure, transparency and management-efficiency” (Barley & Haddad, 2003, p. 344).
The FASB has believed for some time that “fair value accounting is the most relevant basis of accounting and has had a long-stated goal of having it as the primary method of accounting” (Boyles, 2008). During the past 15 years, baby steps have been taken by the FASB to accustom companies and analysts to the concept of fair value accounting and related disclosures. However, they have recently taken a more aggressive stand with respect to FVA implementation. Currently companies must be willing to “transition from resistance to implementation and governance, which will require considerable resource allocation, process control, and oversight (Boyles, 2008, p. 29). While accounting policy decisions well may be easier for companies under fair value accounting, there are more investor relations, corporate governance, and reporting issues (Boyles, 2008).
Fair value measurements are becoming a significant component of an entity’s financial statements and also an important factor in performance for a given period. Companies must develop a strong corporate governance framework covering how fair values are determined. Due to the complexity and subjectivity involved in fair value determination, management must have a strong understanding of the inputs and models used in the determination process. Analysts, auditors, investors, and regulators will question the reliability of the financial statements without strong internal controls over the fair value process (Boyles, 2008).
When a company begins to record more assets at fair value, it is important that governance policies concerning fair value be in place to ensure reliable and accurate measurements. “When fair values were primarily reported in financial statement footnotes, the values didn’t always receive the rigorous internal control and detailed reviews that amounts recorded in the financial statements received (Boyles, 2008, p. 30). The primary reason for this occurrence was due to the fact that accountants are not typically trained in the evaluation of the accuracy and validity of fair values. In the past, accountants have looked to pricing services quotes and internal organizational models. Accountants who do not have training in fiancé may have a difficult time determining if the fair value used for financial disclosure purposes is reasonable (Boyles, 2008).
Strong corporate governance would establish a fair value committee that would be responsible for evaluating the quality of “external fair value information and internal methodologies employed to determine fair values that will be used in a company’s financial statements” (Boyles, 2008, p. 30). 
The committee would be responsible for the establishment of standards concerning fair value models, evaluating the quality of the inputs to be used within the fair value models, ensuring model validation is performed regularly, evaluating the quality of the fair value amounts received from third parties, and certifying the amounts that are recorded in the company’s financial statements (Boyles, 2008, p. 30).

Additionally, the committee would be responsible for reviewing the sources and quality of the data that is received from third parties and used for financial reporting purposes (Boyles, 2008). The reliability and level of subjectivity used in the determination of fair values must be disclosed to the public by management. In order to do this, management must understand how third party providers are determining the pricing information (Boyles, 2008). It is not uncommon for companies to hire third-party valuation experts to provide validation services to give management some level of comfort over their policies, procedures, and models that are in place to generate fair value amounts used in the financial statements (Boyles, 2008).

The reporting of fair values has moved from simply footnote disclosure to actual reporting on the face of the balance sheet and with that change additional reporting concerns arise. The reporting of fair values is no longer completed once a quarter for footnote disclosure purposes, but now must be embedded in the close process. It is no longer a process of simply taking the fair values from third parties, but senior management and the board of directors need to understand the specific events that occurred during the period that affected their financial results. Both controllers and chief financial officers need to analyze market events that resulted in changes in fair value and the corresponding change in earnings (Boyles, 2008).

An interesting aspect of the early adoption of SFAS No. 157 has been the focus of analysts on the quality of fair value information used by companies to produce their financial statements. Additionally, the deterioration of the credit and subprime markets has made the determination of fair values for some asset-backed securities extremely difficult since there has been a disconnect between supply and demand. This discrepancy in supply and demand coupled with large credit losses and a lack of trading volume has made it extremely difficult for companies to determine what the assets they hold are worth. (Boyles, 2008).

Under the current mixed-attribute accounting model, some assets and liabilities are recorded at fair values and others are not. The end result is significant difficulty for analysts and investors in comparing the financial performance of companies in the same industry since the companies may have made different elections with respect to fair value accounting. As a result, the FASB has implemented a Phase 2 of its fair value projects. Phase 1 involved the issuance of SFAS 159. Currently, the FASB is considering allowing “entities a one-time election to report certain financial and nonfinancial instruments at fair value with the changes in fair value included in earnings” (Boyle, 2008, p. 32). Phase 2 will give companies the opportunity to record a greater number of assets and liabilities at fair value including less liquid nonfinancial assets. (Boyles, 2008).
It is relatively easy to find fault with the historical cost model since prices do change and the original cost of the asset may not be reflective of its current value. Proponents of fair value accounting embrace the assumption that there is one single current value of every asset. Additionally, there is an underlying belief that both readers of financial statements and management will be able to make better decisions if this information was available. In other words, the cost of an asset five years ago is irrelevant and the only relevant information is the value of that asset today (King, 2003).


There are several fallacies with the logic behind fair value accounting. The first fallacy is that there is one ultimate value for each asset which fair value accounting subscribes to. “There is no such thing as the value of an asset. Instead there can be, and often are, several different values for the same asset” (King, 2003, p. 55). Essentially there are four fair value estimates for any asset: purchase value, selling value, replacement value, and auction value. However, an asset may have multiple prices depending on the source of the valuation. Fair value accounting is based on the argument that the “market today is more relevant than yesterday’s cost” (King, 2003, p. 56). However, there is more than one market for any asset and ultimately more than one value (King, 2003). Proponents of fair value accounting need to argue two points; first, fair value accounting is more relevant than historical cost and second, which of the multitude of fair values should be used. Because there is a range that the asset could be valued at under the fair value accounting regime “there will be as great, if not greater, imprecision in fair value accounting as there is with today’s historical cost GAAP” (King, 2003, p. 56).


The second problem with fair value accounting is that prices change quickly and they may increase or decrease in price. The assumption in an inflationary period is that prices always go up. Accordingly, the argument is made that historical cost understates fair value. Based on this argument earnings can be increased just by selling off older assets for a greater profit. Therefore, applying fair value principles to financial statements will always result in assets being stated at higher amounts than would be recorded under historical cost (King, 2003). However, fair values may go down as well as go up. Asset values tend to fall in a period of low to no inflation due to technology improvements (King, 2003). Fair value accounting pushes these fluctuations in value to the income statement. “If the world goes to fair value accounting, we will make a flat statement: More often than not, operating performance for the year is going to be overwhelmed by changes in fair value” (King, 2003, p 57). Lenders, analysts, managers, and investors will have to “strip away the impact of the changes in fair value in order to arrive at real company and management performance (King, 2003, p.57).


While some will argue that fair values cannot be reasonably calculated, that argument is wrong. Competent appraisers can develop accurate values with a degree of cost effectiveness, but someone must identify in advance which of the many values is needed. Different users want different value information and there is no way that a single set of financial statements can be equally useful in all situations (King, 2003). Fair value accounting causes confusion in financial reporting and has led to abuse in several situations including Enron and Qwest Company (King, 2003).


While SFAS157 is in effect, there is still considerable discussion over fair value especially in the area of costs vs. benefits. Proponents of fair value accounting argue that for the balance sheet to be relevant to rating agencies, creditors, and investors, historical costs should be replaced with fair values. Other supporters argue that there is extreme disparity between the net asset values included in the financial statements and the market value of publicly traded firms. Current market values are approximately five times the net asset values and supporters contend that this is due to the irrelevance of historical costs. Additionally, supporters contend that the real assets of many companies are soft assets and not physical resources. These soft assets cannot be measured based on historical cost and require alternative measurement techniques (Campbell, Owens-Jackson, & Robinson, 2008).

From a cost standpoint, many industries and companies have specific and complex valuation issues that must be addressed when establishing fair value estimates. Additionally, companies will have to address many concerns including:
1. When to use fair value and when to use historical cost?

2. What assets and liabilities should be included and at what level in the fair value hierarchy?

3. What is the primary market for the asset or liability?

4. Are there potential external factors that could affect changes in the fair market value?

To address these issues many companies may be forced to hire external consultants and additional accounting staff (Campbell, et al.).

Auditors will need to assure creditors and investors that the fair value estimates are proper and based on legitimate information. Therefore, additional costs will be incurred in the form of higher audit fees. However, supporters do not suggest that auditors use their own judgment in assessing the validity of fair value measures. Instead, expert opinions should be used to establish fair value estimates and those opinions used as support for auditor assurance. The use of experts by auditors will result in increased costs to both the auditors and company. Since fair values constantly change, there will be an endless need for these expert fair value opinions. Even with an expert opinion, the uncertainty around asset and liability valuation is not mitigated. (Campbell, et al.).


Fair value accounting is purported to provide estimates that will lead to more relevance and clarity in financial statements. Additionally, fair value accounting can better address a knowledge-based economy than historical cost which was developed in a fixed-asset-based and creditor-supported economy found in the 1970s (Campbell, et al.).


In the debate between historical cost accounting and fair value accounting another attribute that needs to be addressed is conservatism. Historical cost accounting has traditionally been very liberal with liabilities and very tight with assets. There has consistently been strong measurement, recognition, and disclosure of probable liabilities, contingencies and other bad things (Rechtman, 2006). “Historical cost accounting intentionally puts the onus on conservative measurement so that the worst-possible scenario will be reported as the financial position (Rechtman, 2006, p. 15). However, fair value accounting gives managers the opportunity to “present more good information to investors, effectively ignoring the concept of conservatism (Rechtman, 2006, p. 15). Financial transparency is clouded when fair value accounting is used and investors can create their own fair value report by using a cost-to-market ratio. Management and auditors should not have the responsibility of making fair value judgments for investors (Rechtman, 2006).

The United Kingdom has been plagued by its share of financial scandals and criticisms of financial reporting. Based on those criticisms, the Institute of Chartered Accountants of Scotland (RCICAS) began to address the issue in 1987. Their goal was to find a more robust method of accounting than provided by historical cost accounting (Lee, 1994). The method taken by RCICAS was very different than that embraced by the SEC or AICPA. The RCICAS “called for a revolution in reporting practice rather than a gradual evolution” (Lee, 1994, p. 85). This revolution was based on the facts that:
There was no more room to fine-tune existing financial reports, too much in terms of the profession’s credibility was at stake to continue to support a historical cost system, and there was an urgent need to start from scratch and provide a reporting alternative to meet users’ needs (Lee, 1994, p. 85).

A long-term research project was implemented and in 1988 an initial proposal for a new financial reporting system (Making Corporate Reports Valuable (MCRV)) was issued.


Several conclusions were drawn and recommendations made based on MCRV. The study revealed that current financial statements were unsatisfactory. They were concerned more with form over substance, focused on the past as opposed to the future, were embedded in the cost doctrine as opposed to the value proposition, and emphasized income rather than wealth. The balance sheet was inconsistent and used both costs and values and certain wealth changes, such as unrealized gains, were excluded from income. Furthermore, management disclosures were lacking, the bottom line was emphasized, and the financial statements were not clear to anyone but the preparers (Lee, 1994). 


The study suggested that the financial statements should reflect economic reality and contain information that was required by management to make decisions. The study also identified three types of user groups; investors, creditors, employees and business contacts. These user groups need information reporting on what the objectives of the entity are, what the wealth and wealth changes are and were, what the future status is, what the performance was, what resources are available, the present and future business climate, and the ownership, control, and management of the entity (Lee, 1994).


Financial statements which are valuable will be based on the “economic substance of transactions rather than their legal form (Lee, 1994, p. 86). Assets and liabilities should be stated at “net realizable value because such values are readily observable in the market and understandable to users, avoid arbitrary cost allocations, are easily comparable and help with performance assessments (Lee, 1994, p. 86). In addition, the financial statements should be accompanied by adequate disclosures including; segmented information, corporate objectives, recent marketing or production innovations, significant and related party transactions, market capitalization data, and market and comparative operational data (Lee, 1994).

The benefits of the MCRV proposals were seen as giving more protection to investors and creditors, increasing the fairness and efficiency of securities markets, and improving judgments by report users. Additionally, the RCICAs proposals represent a complete adoption of fair value accounting not a partial adoption. The RCICAS saw that the MCRV proposals were only a first step and recognized that additional projects would be necessary. The RCICAS implemented a second study known as Melody plc which required a subsidiary of a large public company to apply the MCRV proposals. Based on the study, it was determined that; the preparation of the company’s financial statements in accordance with fair value accounting was relatively easy and there was unwillingness on the part of management to disclose certain sensitive information dealing with related party transactions, segment date, the business climate, and innovation. The Melody plc project was extended as Orchestra plc and involved a large public conglomerate. The findings of Orchestra were similar to those of Melody with the exception that Orchestra’s management was strongly opposed to using net realizable values in the valuation of its subsidiaries (Lee, 1994).

There are many individuals who oppose a move to a marking-to-market regime (fair value accounting) but their objections stem more from the infeasibility of implementing it rather than its validity (Bleck & Liu, 2006). The “fair value” of an asset or liability is seldom available in reality. Market frictions prevent the true value of an asset or liability from being determined, otherwise that observed value would be used as the accounting measure. The illiquidity of some markets do not allow for a timely and accurate valuation. However, the discussion does not call into question whether fair value accounting is optimal, it is simply a question of implementation (Bleck & Liu, 2006).


Plantin, Sapra, and Shin (2004) find that a rapid shift to a fully augmented fair value accounting system may be detrimental. However, this does not suggest that a transition to a fair value regime is not desirable in the long-run. In response to mispricings in illiquid secondary markets, financial innovations would occur to attract a new set of investors. This increased investor base would be enhanced and ultimately create efficiencies in mark-to-market accounting (Plantin, Sapra, & Shin, 2004). Accordingly, this difficulty in a fully implemented fair value accounting system creates the need for a mixed attribute model where certain items are recorded at their historic cost and others at their fair values (Bleck & Liu, 2006). 


The European Commission also supports a mixed reporting model which supports the concept that there needs to be a transition from historical cost accounting to a fair value regime. In order to develop an optimal compromise, an understanding of the advantages and disadvantages of various accounting regimes along with their impact on market transparency needs to be enhanced. While there is consensus that full implementation of fair value accounting lies within its infeasibility, there is limited clarity by academics and practitioners “about what the problems of historic cost accounting and the mechanisms are by which these problems are produced” (Bleck & Liu, 2006, p. 230).

In reviewing the various accounting regimes and their related economic implications, one of the first questions raised concerns the difference between the regimes and why the transition from one to the other is important. While the proposal to change from historical cost to fair value accounting is a recent one, various forms of fair value accounting have been in practice for centuries. For example, the application of lower-of-cost-or-market relating to inventories. Marking-to-market allows investors to have an early warning mechanism that is not available under historical cost accounting. Additionally, historical cost accounting provides managers with a veil under which they could potentially mask the performance of the firm (Bleck & Liu, 2006).



Bleck & Liu (2006) find that there is a “relationship between market transparency and asset price crashes under historic cost accounting” (p. 232). In transparent markets, shareholders are able to identify good from bad projects and act by eliminating poor projects. In opaque financial markets, the shareholder is unable to distinguish between good and poor projects. Historical cost allows mangers to pool the bad projects with the good projects. The inability of the shareholder to identify the poor projects allows them to continue and potentially worsen over time. This results in the accumulation of these poor projects and ultimately a crash in asset prices when they materialize at final maturity.

Bleck and Liu, (2006), also find that their model clarifies the controversy about the effect of various accounting regimes with respect to asset price volatility. Opponents of fair value accounting claim that its use would ultimately lead to greater fluctuations in asset prices than would occur under historical cost accounting. While intuitively appealing, there is no empirical or theoretical model that relates the impact of asset price volatility with an accounting regime. However, Bleck and Liu’s model indicates that the “claim that a historic cost accounting regime makes financial markets less volatile is not strictly true (Bleck & Liu, 2006, p. 232). In the short term, asset prices are indeed stabilized under historical cost accounting, but volatility only accumulates and hits the market at a later date. In other words, “historic cost accounting not only transfers volatility across time bust also increases asset price volatility overall” (Bleck & Liu, 2006, p. 232).

The issuance of FASB Statement No. 157 may appear to have been a direct assault on historical cost accounting, but it does not increase the use of fair value measures. The Statement actually does a little of both (Miller & Bahnson, 2007). The Statement does not require the use of fair values other than what is already addressed by GAAP at the time of issue. However, it does change the current situation in three ways. First, it increased the standard for fair value accounting by specifying new factors that should be considered when measuring fair values already required under GAAP. Secondly, it set the stage for the issuance of FASB Statement No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, which opens the door to other uses of fair values in financial statements. Finally, it paves the way for the FASB’s new Conceptual Framework. Specifically, in the board’s Objective of Financial Reporting and Qualitative Characteristics of Decision-Useful Financial Reporting Information, fair value is identified as the preferred measure for financial statements (Miller & Bahnson, 2007).

While some believe that fair value accounting is a theoretical abstract, it is not. Over several decades the concept of fair value accounting has been being introduced as part of GAAP on a piecemeal basis. The fair value accounting for certain issues including the accounting for financial instruments, business combinations, inventory, stock options, and investments have been addressed.  Statement No. 157 was introduced to “bring uniformity and consistency to the literature and, more importantly, to practice (Miller & Bahnson, 2007, p. 31).


One of the critical issues addressed by the Statement is the long-standing controversy over whether fair value is based on what would be received upon selling an asset (exit value) or what would be paid to buy a new asset (entry value) (Miller & Bahnson, 2007). The FASB states that “fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date” (FASB, 2006, p. 5). Accordingly, exit value has been determined to be the appropriate measure.


Based on the FASB’s Exposure Draft the Fair Value Option for Financial Assets and Financial Liabilities, Including an Amendment of FAB Statement No. 115, the American Accounting Association’s Financial Accounting Standards Committee (The Committee) issued a response. The Committee acknowledged that the FASB’s current proposal differed from previous proposals in several important areas. While the Committee supports the use of fair value measurement where the fair values can be obtained from actively traded markets, they have several reservations concerning the approach taken by the FASB. 

Specifically, the Committee is concerned that an unconstrained contract-by-contract election of the fair value will reduce the reliability and transparency of financial information, and impose additional costs on the users of that information. The Committee is also concerned that the Exposure Draft (ED) does not provide sufficient guidance regarding the presentation of fair value information in the financial statements and related footnotes” (American Accounting Association, 2007, p. 190).


During the research phase of the response, the Committee found that early research on fair value accounting was focused on the issues of relevance and reliability. This research generally showed that fair values taken from “actively traded markets are more reliably associated with share prices than fair value estimates derived from thinly traded markets or internal estimation models” (American Accounting Association, 2007, p. 191).


Over the last century, historical cost accounting has been emphasized by standard setters. This traditional model focused on the income statement and resulted from matching revenues with expenses for a period of time. This model held that the income statement was the primary financial statement which was able to communicate valuable information about a company’s performance to shareholders. Under this model the balance sheet was viewed as a by-product of the matching process. The financial statements prepared under this convention were considered to be reliable, verifiable, and easy to understand (Casabona & Gornik-Tomaszewski, 2007).

Historical cost accounting was appropriate and sufficient when a company’s assets were made up of mostly identifiable tangible assets. However, there has been an increase in intangible assets such as brand names, human resources, intellectual capital, corporate culture, and technology advances. The historical cost model consistently resulted in the under-recoding and under-valuing of these assets. The result has been reflected in large differences between book and market values and users of financial statements have called for an increase in the amount of relevant fair value information (Casabona & Gornik-Tomaszewski, 2007).


In an effort to improve the decision-making relevance found in financial statements, the FASB has been implementing “more fair value recognition, measurement, and disclosure standards to the body of U.S. generally accepted accounting principles (U.S. GAAP)” (Casabona & Gornik-Tomaszewski, 2007, p. 2). The FASB is not alone in their transition to a fair value accounting regime, but the International Accounting Standards Board (IASB) is also pursuing this agenda. This transition has resulted in a mixed accounting model which is primarily composed of historical costs with an increasing application of fair value accounting. One of the significant changes based on this transition is the focus on the balance sheet as the primary financial statement. This refocus has left the income statement as a tool for reporting the change in value over a certain period of time (Casabona & Gornik-Tomaszewski, 2007).


While the recent accounting standards indicate an increasing acceptance of the fair value regime, this transition has met with many controversies. There is continued criticism of fair value accounting when it comes to reliability, especially when those measurements are based on subjective assumptions. Errors in estimation distort not only the balance sheet, but also misstate the income statement. Additionally, any unrealized changes in fair values from period to period are reflected as gains and losses in the financial statements and ultimately distort the results of operations. Furthermore, fair value accounting relies on the matching of assets and liabilities rather than the matching of revenues and expenses under historical cost accounting. This matching of assets and liabilities is simply more difficult to implement than the matching of revenues with expenses (Casabona & Gornik-Tomaszewski, 2007).

“Empirical findings suggest that the reliability of fair value estimates varies with the extent to which fair value estimates include publicly observed market-based versus management-produced information” (Casabona & Gornik-Tomaszewski, 2007, p. 4). 

The strongest evidence concerning the reliability of fair value estimates can be found for investment securities that are traded in active markets. Much of the empirical research related to the reliability concerning fair value estimates “is largely derived from the analysis of banks and other financial institutions for which financial instruments comprise core operating assets and liabilities” (Casabona & Gornik-Tomaszewski, 2007, p. 4). The analysis of these financial institutions may be fundamentally different from firms that hold “inventory, property, plant and equipment, and other assets whose value comes from an execution of a business plan rather than fluctuations in market prices” (Casabona & Gornik-Tomaszewski, 2007, p. 4).  

Both the FASB and IASB have been systematical substituting cost-based measures with market-based measures. One of the impetuses for this action was the inequities of the reporting model with respect to certain financial instruments. The fair value model has manifested itself as the premiere measurement paradigm when it comes to financial instruments, but recently has been used for non-financial items. This results in a decline in the cost- and transaction-based model and an increase in the event-based, market-value model which has significant implications “for the role and properties of balance sheet measurement and accounting income” (Hitz, 2007, p. 324).


This change from a cost-based model to a market-based model is driven by the “presumed decision relevance of market-based measures (Hitz, 2007, p. 324). The FASB and IASB both stress the market values ability to efficiently, and in an unbiased manner, incorporate expectations about future cash flows. Opponents of the market-based model criticize the reliability of fair value measures which are based on management’s projections and expectations. There is intense discussion and debate surrounding the implementation of the market-based model as a balance sheet measure (Hitz, 2007).


Prior research on fair value measures has primarily been limited to financial instruments. The results indicate that there is support for the value relevance of fair value disclosures with respect to securities held by insurance companies and banks (Petroni & Walden, 1995; Barth et al., 1996; Eccher et al., 1996). Venkatachalam (1996) found similar results with respect to derivatives and Park et al. (1999) found value relevance for available-for-sale securities. These previous studies all focused on financial sector firms, but Simko (1999) found no significant value relevance using a cross-industrial sample. Based on the existing empirical research, “the relevance of fair value measurement can only be supported for securities traded on highly liquid markets, while the evidence reinforces the significance of the reliability objections both for financial and non-financial assets” (Hitz, 2007, p. 3). 

Hitz (2007) explores the theoretical assumptions and related hypothesis used in the fair value model as espoused by standard setters and finds that these conceptual foundations cannot explicitly be justified through theoretical reasoning. “No concept of fair value income is developed, despite the growing use of fair value remeasurements” (Hitz, 2007, p. 3). This results in the application of various theoretical concepts concerning informative income and results in varying perceptions of the efficacy of fair value income and suggests that more clarification and elaboration concerning the concept of fair value accounting is required before further implementation (Hitz, 2007).

Corporate America has been suggesting that current financial statements are irrelevant to financial analysts for well over a decade. Fair value accounting provides financial statement users with a clearer picture of the current status of a company making them more relevant. Historical cost accounting while easier to follow has outlived its usefulness. Accordingly, most users and preparers of financial statements buy into the enhanced relevancy point. However, there is some question as to financial statement reliability when using fair value accounting. The estimation process and increased subjectivity associated with fair value calls the reliability of the information into question (Casabona, 2007). 


The issuance of SFAS 155, SFAS 156, SFAS 157, SFAS 158, and SFAS 159 all indicate that a fair value regime has been embraced and is accelerating at an increasing pace and a return to a historical cost based system is not likely. While the majority of practitioners believe that accounting in today’s world could not get any more complex, the increase in recording more transactions at their fair value will prove that belief wrong. Fair value accounting does not guarantee improved quality financial reporting; the quality of financial statements really hinges on the reliability of financial reporting internal controls along with the technical competency and thoroughness of the preparers (Casabona, 2007).

Many believers in fair value accounting suggest that its application will result in the end of earnings management resulting in improved quality of earnings because the focus would now be on assets, liabilities, and the balance sheet rather than on the income statement. However, the complexity and inherent subjectivity of fair value valuation techniques increases the possibility of manipulation. (Casabona, 2007).


The independent audit is extensively impacted by the use of fair value accounting especially when complex fair value calculations are made. The complexity and subjectivity involved in fair value accounting has a substantial impact on audit risk and the corresponding cost of the audit. The audit engagement teams are often assisted by actuaries, valuation specialists, share-based payment specialists, and financial derivative resources. These professionals assist in the assessment of the qualifications of third-party specialists used in the calculation of fair value measurements and disclosures. Additionally, they also look at the reasonableness of the methodologies and assumptions used in the measurements. Where valuations and estimates are used, additional audit procedures are employed to document and test management’s process over fair value measurement calculations. Part of this documentation and testing includes the review of assumption development and testing for data relevancy, accuracy, and completeness. (Casabona, 2007).


This change to a fair value regime requires additional skills in financial reporting specialists, analysts, auditors, and accountants and accounting programs need to ensure that the next generation of CPAs has a strong foundation in in-depth financial statement analysis tools and valuation techniques. In addition, higher education institutions may need to provide academic specialization in finance, economics, and statistics to ensure that students are properly prepared to face the challenges of fair value accounting (Casabona, 2007).



Recapitulation
The use of fair value accounting in both the recent and not so recent past has resulted in the manipulation of financial statements. The SEC, during its early inception through the 1970s, was firmly of the belief that historical cost accounting should be the preeminent methodology used in financial statement generation. However, historical cost accounting has not been without its opponents. Many academicians and practitioners have held the belief that fair value accounting provides more relevant information. However, prior research indicates that this is true only for financial instruments traded in active markets. Fair value accounting opponents suggest that reliability is traded for a perceived increase in relevancy. Many have come to describe the choice between fair value and historical cost accounting as a choice between relevance and reliability.


However, it is more than that. At its essence, historical cost accounting embraces the traditional approach to the financial statements. Under this methodology, the income statement is viewed as the preeminent financial statement which recognizes the current revenues of the period matched with the associated expenses. The resulting concept of net income and the associated concept of earnings per share have been the basis for stock valuation for some time. The fair value accounting regime places focus on the balance sheet and the annual or quarterly changes in its component parts to drive the formation of the income statement. Essentially, the balance sheet becomes the preeminent financial statement. The income statement is simply a by-product of the changes in values as well as the revenues and expenses of the period.


Fair value accountings reliance on management assumptions, estimates, and the complex nature of the calculations make it ripe for manipulation and error and increases preparation and audit fees associated with the information. While not addressed by the extent literature, an additional significant issue relates to the cost/benefit relationship of fair value accounting. Simply put, does the cost required to prepare and audit fair values outweigh the benefit derived.

The literature is rich with arguments for and against both methods. Currently, the method used is a mixed-model approach where some items are valued at fair values and some at historical cost. While practicing accountants have the opportunity to respond to Exposure Drafts of the FASB, these responses are likely to be the positions of large national and international firms and may exclude the views of many CPAs. Accordingly, this study will seek to measure those views to enhance the debate on this issue.
CHAPTER THREE: METHODOLOGY

Introduction
As addressed in Chapters 1 and 2 of this dissertation, there is significant conflict over whether historical cost or fair value accounting should be used for financial reporting purposes. While historical cost accounting has been the preeminent methodology used during the 20th Century, fair value accounting has been gaining broad acceptance within generally accepted accounting principles in the United States and internationally. The extent research provides a clear picture that based on the current work-to-date, there is still significant controversy surrounding the subject. This study focuses on CPA practitioner’s perceptions regarding fair value accounting versus historical based cost accounting. 


The CPAs selected for participation in this study were drawn from all members of the Georgia Society of Certified Public Accountants (GSCPA).  These will include CPAs who work in public and private practice, with small, medium, and large firms, and who have been licensed for a variety of years. The overarching research issue is; do CPA’s support fair value accounting over historical cost based accounting?  While the FASB has introduced Standards based on their adherence to SFAC No. 2, there is much room for interpretation when applied to fair value accounting. This study seeks to survey CPAs on their perceptions of fair value accounting in context with SFAC No. 2. Additionally, the study seeks to identify differences between their perceptions and demographic characteristics based on years of licensure, private or public practice, and small firm/medium firm/large firm affiliation.

Research Design

This study is survey based using a self-prepared instrument. The independent variables are participant years of licensure, participant firm affiliation, and participant job classification (public or private). The dependent variables are the 18 questions relating to fair value accounting.  The independent variables are nominal (or can be converted to nominal) and the dependent variables are based on a Likert scale. Accordingly, multivariate analysis of variance (MANOVA) is the appropriate method of statistical analysis in this study when comparing mean variances related to each of the independent variables. Multivariate analysis of variance (MANOVA) will be conducted on key demographic data including; number of years of licensure, public/private practice, and small/medium/large firm affiliation. It is expected that the majority of CPA’s regardless of years of licensure, private or public practice, and small firm/large firm affiliation will support historical cost accounting over fair value accounting. However, when looking at the support for historical cost over fair value accounting there will be significant differences at the demographic characteristic level. While it is expected that both private and public accountants will prefer historical cost over fair value accounting, there will be significant differences in small firm/medium firm/large firm affiliation and in number of years of licensure. It is expected that small and medium firm practitioners will prefer historical cost while practitioners in large firms prefer fair value accounting. Additionally, CPAs who have been licensed for less than 10 years will prefer fair value accounting over historical cost accounting.

The following hypothesis will be tested during this study:

H01 – There is no difference between private and public accountants with respect to their preference for historical cost versus fair value accounting.

H11 – There is a significant difference between private and public accountants with respect to their preference for historical cost versus fair value accounting.

H02 – There is no difference between small/medium/large firm affiliation and an accountant’s preference for historical cost versus fair value accounting.

H12 – There is a significant difference between small/medium/large firm affiliation and an accountant’s preference for historical cost versus fair value accounting.

This study also seeks to collect data on CPA’s perceptions of fair value accounting standards relative to the qualitative characteristics of accounting data as defined in SFAC No.2. It is expected that the majority of CPAs perceive that historical cost accounting better represents a trade-off between relevance and reliability than fair value accounting. This will be done by surveying CPA’s attitudes of predictive value, feedback value, and timeliness related to relevance and verifiability, representational faithfulness, and neutrality related to reliability. 

Data Collection Methods

The survey will be administered electronically and will be sent to all members of the GSCPA. The survey will be created in SurveyMonkey providing a link within the participant’s email to link to the specific survey. Survey results will be captured in SurveyMonkey and downloaded to SPSS.
Population
The population to be studied will include all members of the GSCPA. No sample will be taken from the population and the study will seek to survey all members. It is expected that the response rate will be between two to five percent. Based on a total population of approximately 10,000 CPAs, this will result in a total of between 200 and 500 completed surveys. 
Sample

The survey will be administered to the entire population, so no initial sample will be taken. The sample for analysis purposes will include those CPAs who elected to participate in the survey. Again, this is expected to be between 200 and 500 participants. At the lower end, this represents a two percent response rate and at the higher end, a five percent response rate. In order to ensure that the desired response rate is achieved, all GSCPA members who complete the survey will be entered into a drawing for three one hundred dollar contributions to the charity of their choice.
Instrumentation

The self designed survey for this study is detailed in Appendix B. Due to the nature of the study, no prior instrument exists. The study is specifically related to fair value and historical cost accounting designed with respect to SFAC No. 2. Accordingly, an instrument needed to be developed that matched the underlying study. The instrument contains 18 questions to be ranked on the following Likert Scale:
1 – Strongly Disagree

2 – Moderately Disagree

3 – Neither Agree nor Disagree

4 – Moderately Agree

5 – Strongly Agree 

In addition, the following demographic questions are asked:

I am a:

Female ____

Male_____

I have had my CPA license for:





0-5 years________





6-10 years_______





More than 10 years______

I primarily work in:




Public Accounting________




Private Accounting________




Education________




Other_________


I work for a:



Large firm (more than 20 partners or 250 employees) _______



Medium firm (between 6 – 20 partners or less than 250 employees) ______



Small firm (less than 5 partners or 20 employees) _______

Study Procedures

Analysis of Data


The descriptive statistics from the survey data will be analyzed to give an indication of CPA’s preference for fair value accounting versus historical cost accounting. In addition, one-way ANOVA will be conducted on demographic categories of: Years of licensure; small firm/ medium firm/ large firm affiliation, and primary work classification of public or private accounting.

The following table provides an analysis of each question and what potential scores indicate.

Table 1
Question Answer Assessment
	Question

Number
	Question
	Assessment of Answer  

	1.
	Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	2.
	Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	3.
	Fair value accounting is more relevant than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	4.
	Fair value accounting is more reliable than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	5.
	The tradeoff between reliability and relevance supports the use of fair value accounting
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	6.
	The tradeoff between reliability and relevance supports the use of historical cost accounting
	An answer of strongly disagree indicates a preference for fair value based accounting. An answer of strongly agree indicates a preference for historical cost based accounting

	7.
	The benefits of fair value accounting outweigh the costs (preparation, audit, etc.)
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	8.
	Fair value accounting has better predictive value than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	9.
	Fair value accounting has better feedback value than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	10.
	Fair value accounting has better timeliness than historical cost accounting
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	11.
	Fair value accounting is more verifiable than historical cost.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	12.
	Fair value accounting has more representational faithfulness.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	13.
	Fair value accounting is more neutral than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	14.
	Fair value accounting is more comparable than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	15.
	Fair value accounting is more consistent than historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	16.
	Income should be influenced by changes in the fair values of assets and liabilities.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	17.
	Fair value accounting should be used in all balance sheet accounts
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting

	18.
	I prefer fair value accounting over historical cost accounting.
	An answer of strongly disagree indicates a preference for historical cost based accounting. An answer of strongly agree indicates a preference for fair value accounting


Validity

Validity in any study can be defined as the strength of the propositions, inferences, and conclusions. In essence, it is the measure of how correct the study or instrument is. There are four types of validity that need to be addressed in this study: Conclusion validity, internal validity, construct validity, and external validity. Conclusion validity identifies if there is a relationship between the demographic variables and the 18 questions asked on the survey. Internal validity questions whether there is a casual relationship between the demographic variables and the 16 questions asked. Construct validity addresses the relationships between how the demographic variables have been operationalized in this study with respect to the actual casual relationship. Finally, external validity has to do with the ability to generalize the results in other settings (Hair, et al., 2006). Since this instrument was constructed specifically for this study, all four types of validity will have to be tested. This will be done using a pilot control group. The survey will be administered to ten CPAs and their feedback concerning validity obtained. Prior to the pilot study a panel of ten CPAs was formed to review the survey in an effort to identify issues of validity. All suggestions were incorporated into the survey
Reliability

Reliability has to do with the consistency of the instrument; in this case the survey. In other words, does the instrument measure the same when used on the same subjects in the same conditions. Again, since this survey was constructed specifically for this study, the survey’s reliability will have to be tested. This will be done using the same group of ten CPAs used in the pilot control group. The survey will be administered once and the results obtained. Using the same group of ten, the instrument will be administered again and the results compared with those in the initial assessment. Additionally, Cronbach’s alpha will be calculated on the pilot study data to determine if the survey is reliable. A finding of .7 or greater would indicate the the instrument is reliable (Hair, et al., 2006).
Generalizability: Expansion of External Validity

The concept of generalizability focuses on being able to make predictions based on recurring experiences. In the case of this study, the demographic data should be able to be used to make inferences to the larger population concerning CPA’s preferences for fair value accounting versus historical cost accounting. There are two issues of generalizability in this study. The first focuses on the overall hypothesis that CPAs prefer historical cost over fair value accounting. The second focuses on the demographic classifications as predictors towards preference towards fair value accounting over historical-cost accounting. External validation with respect to the overall 
Pilot Study

In order to test for validity and reliability, the survey was given to ten CPAs of varying licensure, public and private orientation, and small/medium/large firm affiliation. The participants were asked to initially take the survey and then take the survey again ten days later. The initial survey results (N=10) included the following:
Gender:

Number of female respondents = 5

Number of male respondents = 5

Licensure:

Licensed 0-5 years
= 4


Licensed 6-10 years
= 3

Licensed more than 10 years
= 3

Nature of Work:


Public
= 4


Private
= 5


Education = 0


Other = 1

Firm Affiliation


Large firm

= 3


Medium size firm
= 4


Small firm

= 3

The survey uses 18 Likert scale questions with 1 being strongly disagree and 5 strongly agree. The questions and there average ranks are as follows:
Table 2 – Analysis of Pilot Study Average Ranks
	Question

Number
	Question
	Average Rank  
	Analysis

	1.
	Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.
	1.9
	The average ranking suggests that accountants moderately disagree that fair value financial statements are more understandable than historical cost statements and show a  preference for historical cost based financial statements

	2.
	Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting
	3.2
	The average ranking suggests that accountants are neutral concerning the usefulness of  fair value financial statements compared to  historical cost statements and neither a  preference for fair value or historical cost statements

	3.
	Fair value accounting is more relevant than historical cost accounting.
	4.2
	The average ranking indicates that accounts moderately agree that fair value statements are more relevant than historical cost financial statements and show a preference for fair value accounting

	4.
	Fair value accounting is more reliable than historical cost accounting.
	2
	The average ranking indicates that accountants moderately disagree that fair value financial statements are more reliable than historical cost financial statements and show a preference for historical cost based accounting 

	5.
	The tradeoff between reliability and relevance supports the use of fair value accounting
	2.5
	The average ranking indicates that accountants moderately disagree that the tradeoff between relevance and reliability supports the use of fair value accounting and shows a preference for historical cost based accounting

	6.
	The tradeoff between reliability and relevance supports the use of historical cost accounting
	3.5
	The average ranking indicates that accountants are neutral to moderately agree that  the tradeoff between reliability and relevance supports the use of historical cost accounting and shows a preference for fair value accounting

	7.
	The benefits of fair value accounting outweigh the costs (preparation, audit, etc.)
	2
	The average ranking indicates that accountants moderately disagree that the benefits of fair value accounting outweigh the costs and shows a preference for historical cost accounting

	8.
	Fair value accounting has better predictive value than historical cost accounting.
	3.8
	The average ranking indicates that accountants believe that fair value financial statements have better predictive value than historical cost statements and shows a preference for fair value accounting

	9.
	Fair value accounting has better feedback value than historical cost accounting.
	3.8
	The average ranking indicates that accountants believe that fair value accounting has better feedback value than historical cost statements and shows a preference for fair value accounting

	10.
	Fair value accounting has better timeliness than historical cost accounting
	2.8
	The average ranking indicates that accountants are generally neutral concerning the timeliness of fair value accounting over historical cost accounting and no preference for either basis of accounting

	11.
	Fair value accounting is more verifiable than historical cost.
	1.7
	The average ranking indicates that accounts moderately disagree that fair value accounting is more verifiable than historical cost accounting and shows a preference for historical cost accounting

	12.
	Fair value accounting has more representational faithfulness.
	2.875
	The average ranking indicates that accountants are neutral concerning fair value accounting being more representational faithful than historical cost accounting and does not show a preference for or against fair value accounting

	13.
	Fair value accounting is more neutral than historical cost accounting.
	2.1
	The average ranking indicates that accountants moderately disagree that fair value accounting is more neutral than historical cost and shows a preference for historical cost accounting

	14.
	Fair value accounting is more comparable than historical cost accounting.
	2.4
	The average ranking indicates that accountants slightly disagree that fair value accounting is more comparable than historical cost and shows a preference for historical cost.

	15.
	Fair value accounting is more consistent than historical cost accounting.
	1.9
	The average ranking indicates that accountants moderately disagree that fair value accounting is more consistent than historical cost and shows a preference for historical cost accounting

	16.
	Income should be influenced by changes in the fair values of assets and liabilities.
	1.9
	The average ranking indicates that accountants moderately disagree that income should be influenced by changes in the fair values of assets and liabilities and shows a preference for historical cost

	17.
	Fair value accounting should be used in all balance sheet accounts
	1.89
	The average ranking indicates that accountants moderately disagree that fair value accounting should be used in all balance sheet accounts and shows a preference for historical cost accounting

	18.
	I prefer fair value accounting over historical cost accounting.
	2.4
	This average ranking indicates that accounts do not prefer fair value accounting over historical cost accounting


Of the 18 questions, questions 2, 3, 8, and 9 indicate a preference for fair value accounting over historical cost accounting based on specific attributes. The survey indicates that respondents believe that fair value accounting is more useful, relevant, and has better predictive and feedback value. However, the benefits of those attributes do not support the cost of applying fair value accounting. Additionally, the other 14 questions indicate a preference for historical cost accounting. The pilot study indicates that accountants prefer historical cost based on its understandability, reliability, the tradeoff between relevance and reliability, timeliness, verifiability, representational faithfulness, neutrality, comparability, and consistency. Furthermore, accountants indicated that they do not believe income should be affected by changes in the value of assets and liabilities, fair value accounting should not be used in all balance sheet accounts, and there general preference is for historical cost accounting. Based on the results of the pilot study, the instrument appears to be valid.
The ten participants were asked to initially complete the survey between April 27, 2010 and May 4, 2010. They were also asked to complete the survey again on May 12, 2010 without reference to their prior answers. The following average rankings from the initial completion and the second completion are as follows:
Table 3 – Analysis of Pilot Study Initial Response and Second Response
	Question

Number
	Question
	Average Rank 
Initial Response 
	Average Rank

Second Response
	Change

	1.
	Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.
	1.9
	2
	.1

	2.
	Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting
	3.2
	3.3
	.1

	3.
	Fair value accounting is more relevant than historical cost accounting.
	4.2
	4.4
	.2

	4.
	Fair value accounting is more reliable than historical cost accounting.
	2
	2
	0

	5.
	The tradeoff between reliability and relevance supports the use of fair value accounting
	2.5
	2.4
	-.1

	6.
	The tradeoff between reliability and relevance supports the use of historical cost accounting
	3.5
	3.4
	-.1

	7.
	The benefits of fair value accounting outweigh the costs (preparation, audit, etc.)
	2
	1.9
	-.1

	8.
	Fair value accounting has better predictive value than historical cost accounting.
	3.8
	3.9
	.1

	9.
	Fair value accounting has better feedback value than historical cost accounting.
	3.8
	3.8
	0

	10.
	Fair value accounting has better timeliness than historical cost accounting
	2.8
	2.8
	0

	11.
	Fair value accounting is more verifiable than historical cost.
	1.7
	1.7
	0

	12.
	Fair value accounting has more representational faithfulness.
	2.875
	2.7
	.175

	13.
	Fair value accounting is more neutral than historical cost accounting.
	2.1
	2.1
	0

	14.
	Fair value accounting is more comparable than historical cost accounting.
	2.4
	2.4
	0

	15.
	Fair value accounting is more consistent than historical cost accounting.
	1.9
	1.9
	0

	16.
	Income should be influenced by changes in the fair values of assets and liabilities.
	1.9
	1.9
	0

	17.
	Fair value accounting should be used in all balance sheet accounts
	1.89
	1.8
	-.09

	18.
	I prefer fair value accounting over historical cost accounting.
	2.4
	2.4


	0


An independent samples t-test was run to compare the means of the results of the pilot test from two different dates resulting in the following:

Table 4 – Pilot Study Results T-Test
	Group Statistics

	
	Survey Response
	N
	Mean
	Std. Deviation
	Std. Error Mean

	Question1
	1
	10
	1.9000
	.87560
	.27689

	
	2
	10
	2.0000
	1.05409
	.33333

	Question2
	1
	10
	3.2000
	.78881
	.24944

	
	2
	10
	3.3000
	.67495
	.21344

	Question3
	1
	10
	4.2000
	.42164
	.13333

	
	2
	10
	4.4000
	.51640
	.16330

	Question4
	1
	10
	2.0000
	1.41421
	.44721

	
	2
	10
	2.0000
	1.15470
	.36515

	Question5
	1
	10
	2.5000
	.97183
	.30732

	
	2
	10
	2.4000
	.84327
	.26667

	Question6
	1
	10
	3.5000
	.70711
	.22361

	
	2
	10
	3.4000
	.69921
	.22111

	Question7
	1
	10
	2.0000
	1.05409
	.33333

	
	2
	10
	1.9000
	.73786
	.23333

	Question8
	1
	10
	3.8000
	1.03280
	.32660

	
	2
	10
	3.9000
	.87560
	.27689

	Question9
	1
	10
	3.8000
	.63246
	.20000

	
	2
	10
	3.8000
	.63246
	.20000

	Question10
	1
	10
	2.8000
	1.22927
	.38873

	
	2
	10
	2.8000
	1.39841
	.44222

	Question11
	1
	10
	1.7000
	1.25167
	.39581

	
	2
	10
	1.7000
	1.25167
	.39581

	Question12
	1
	8
	2.8750
	1.12599
	.39810

	
	2
	10
	2.7000
	1.33749
	.42295

	Question13
	1
	10
	2.1000
	1.19722
	.37859

	
	2
	10
	2.1000
	1.28668
	.40689

	Question14
	1
	10
	2.4000
	1.07497
	.33993

	
	2
	10
	2.4000
	1.07497
	.33993

	Question15
	1
	10
	1.9000
	1.19722
	.37859

	
	2
	10
	1.9000
	1.19722
	.37859

	Question16
	1
	10
	1.9000
	1.19722
	.37859

	
	2
	10
	1.9000
	1.19722
	.37859

	Question17
	1
	9
	1.8889
	1.26930
	.42310

	
	2
	10
	1.8000
	1.22927
	.38873

	Question18
	1
	10
	2.4000
	.96609
	.30551

	
	2
	10
	2.4000
	.96609
	.30551


Table 5 – Pilot Study Independent Samples Test
	Independent Samples Test

	
	
	Levene's Test for Equality of Variances
	t-test for Equality of Means

	
	
	F
	Sig.
	t
	df
	Sig. (2-tailed)
	Mean Difference
	Std. Error Difference

	Question1
	Equal variances assumed
	.108
	.746
	-.231
	18
	.820
	-.10000
	.43333

	
	Equal variances not assumed
	
	
	-.231
	17.414
	.820
	-.10000
	.43333

	Question2
	Equal variances assumed
	.233
	.635
	-.305
	18
	.764
	-.10000
	.32830

	
	Equal variances not assumed
	
	
	-.305
	17.580
	.764
	-.10000
	.32830

	Question3
	Equal variances assumed
	3.429
	.081
	-.949
	18
	.355
	-.20000
	.21082

	
	Equal variances not assumed
	
	
	-.949
	17.308
	.356
	-.20000
	.21082

	Question4
	Equal variances assumed
	.265
	.613
	.000
	18
	1.000
	.00000
	.57735

	
	Equal variances not assumed
	
	
	.000
	17.308
	1.000
	.00000
	.57735

	Question5
	Equal variances assumed
	.007
	.936
	.246
	18
	.809
	.10000
	.40689

	
	Equal variances not assumed
	
	
	.246
	17.649
	.809
	.10000
	.40689

	Question6
	Equal variances assumed
	.000
	1.000
	.318
	18
	.754
	.10000
	.31447

	
	Equal variances not assumed
	
	
	.318
	17.998
	.754
	.10000
	.31447

	Question7
	Equal variances assumed
	1.090
	.310
	.246
	18
	.809
	.10000
	.40689

	
	Equal variances not assumed
	
	
	.246
	16.112
	.809
	.10000
	.40689

	Question8
	Equal variances assumed
	.282
	.602
	-.234
	18
	.818
	-.10000
	.42817

	
	Equal variances not assumed
	
	
	-.234
	17.531
	.818
	-.10000
	.42817

	Question9
	Equal variances assumed
	.000
	1.000
	.000
	18
	1.000
	.00000
	.28284

	
	Equal variances not assumed
	
	
	.000
	18.000
	1.000
	.00000
	.28284

	Question10
	Equal variances assumed
	.529
	.476
	.000
	18
	1.000
	.00000
	.58878

	
	Equal variances not assumed
	
	
	.000
	17.709
	1.000
	.00000
	.58878

	Question11
	Equal variances assumed
	.000
	1.000
	.000
	18
	1.000
	.00000
	.55976

	
	Equal variances not assumed
	
	
	.000
	18.000
	1.000
	.00000
	.55976

	Question12
	Equal variances assumed
	.241
	.630
	.295
	16
	.772
	.17500
	.59263

	
	Equal variances not assumed
	
	
	.301
	15.933
	.767
	.17500
	.58084

	Question13
	Equal variances assumed
	.221
	.644
	.000
	18
	1.000
	.00000
	.55578

	
	Equal variances not assumed
	
	
	.000
	17.907
	1.000
	.00000
	.55578

	Question14
	Equal variances assumed
	.000
	1.000
	.000
	18
	1.000
	.00000
	.48074

	
	Equal variances not assumed
	
	
	.000
	18.000
	1.000
	.00000
	.48074

	Question15
	Equal variances assumed
	.000
	1.000
	.000
	18
	1.000
	.00000
	.53541

	
	Equal variances not assumed
	
	
	.000
	18.000
	1.000
	.00000
	.53541

	Question16
	Equal variances assumed
	.000
	1.000
	.000
	18
	1.000
	.00000
	.53541

	
	Equal variances not assumed
	
	
	.000
	18.000
	1.000
	.00000
	.53541

	Question17
	Equal variances assumed
	.001
	.982
	.155
	17
	.879
	.08889
	.57354

	
	Equal variances not assumed
	
	
	.155
	16.657
	.879
	.08889
	.57456

	Question18
	Equal variances assumed
	.000
	1.000
	.000
	18
	1.000
	.00000
	.43205

	
	Equal variances not assumed
	
	
	.000
	18.000
	1.000
	.00000
	.43205


The Levene’s Test for Equality of Variance results in a significance value greater than .10 for all questions except question 3. This indicates that there is equality in the variances and means between the survey responses obtained at the end of April and on May 12th. This data suggests that the instrument is reliable.

Pilot Study – Reliability

Reliability analysis was run on the data from the pilot study producing the following information:

Table 6 – Pilot Study Case Processing Summary
	Case Processing Summary

	
	
	N
	%

	Cases
	Valid
	20
	100.0

	
	Excludeda
	0
	.0

	
	Total
	20
	100.0

	a. Listwise deletion based on all variables in the procedure.


Table 7 – Pilot Study Cronbach’s Alpha
	Reliability Statistics

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	.920
	.903
	18


Cronbach’s alpha for the pilot study was .92, well above the required .7 and indicates that the survey is reliable.
Protection of Human Subjects

While this survey is voluntary, the research study must adhere to the requirements of Argosy University. One of those requirements is that the study be presented to Argosy University’s Institutional Review Board. 

CHAPTER FOUR: RESULTS AND FINDINGS

Results and Findings
As discussed in Chapter 3 of this dissertation, the survey was e-mailed to 8,800 members of the Georgia Society of Certified Public Accountants. From those 8,800 emails, 237 members elected to complete the survey through SurveyMonkey (N=237). An analysis of the survey responses resulted in the following demographic characteristics:
Of the 237 respondents, 162 were male (68.4%) and 75 were female (31.6%).

Table 8 – Survey Results by Gender
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	162
	68.4
	68.4
	68.4

	
	Female
	75
	31.6
	31.6
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 1 – Survey Results by Gender
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Of the 237 respondents, 12 have held their license 0-5 years (5.1%), 29 have held their license 6-10 years (12.2%), and 196 have held their license 10 or more years (82.7%)

Table 9 – Survey Results by License Years
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	0-5 Years
	12
	5.1
	5.1
	5.1

	
	6-10 Years
	29
	12.2
	12.2
	17.3

	
	More Than 10 Years
	196
	82.7
	82.7
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 2 - Survey Results by License Years
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Of the 237 respondents, 123 (51.9%) were employed in public accounting, 68 (28.7%) were employed in private accounting, 11 (4.6%) were employed in education, and 35 (14.8%) were employed in other roles.
Table 10 – Survey Results by Work Type
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Public Accounting
	123
	51.9
	51.9
	51.9

	
	Private Accounting
	68
	28.7
	28.7
	80.6

	
	Education
	11
	4.6
	4.6
	85.2

	
	Other
	35
	14.8
	14.8
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 3 - Survey Results by Work Type
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Of the 237 respondents, 74 (31.2%) were employed by large firms (more than 20 partners or 250 employees), 69 (29.1%) were employed by medium sized firms (between 6 – 20 partners or less than 250 employees), and 94 (39.7%) were employed with small firms (less than 5 partners or 20 employees).

Table 11 – Survey Results by Firm Affiliation
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Large Firm
	74
	31.2
	31.2
	31.2

	
	Medium Sized Firm
	69
	29.1
	29.1
	60.3

	
	Small Firm
	94
	39.7
	39.7
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 4 - Survey Results by Firm Affiliation
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An expanded analysis based on licensure, work type, and firma affiliation resulted in the following findings:

Table 12 – License Years and Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	LicenseYears
	0-5 Years
	9
	2
	0
	1
	12

	
	6-10 Years
	17
	8
	0
	4
	29

	
	More Than 10 Years
	97
	58
	11
	30
	196

	
	Total
	123
	68
	11
	35
	237


Of the 12 CPAs having held a license from zero to five years, 12 work in public accounting, two work in private accounting, and one is employed in other roles. Of the 29 CPAs holding their license between six and ten years, 17 work in public accounting, eight work in private accounting, and four work in other roles. Of the 196 CPAs holding a license more than ten years, 97 work in public accounting, 58 work in private accounting, 11 work in education, and 30 work in other roles.

Table 13 – License Years and Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	LicenseYears
	0-5 Years
	2
	6
	4
	12

	
	6-10 Years
	13
	7
	9
	29

	
	More Than 10 Years
	59
	56
	81
	196

	
	Total
	74
	69
	94
	237



Of the 12 CPAs holding their license zero to five years, two are affiliated with large firms, six are affiliated with medium sized firms, and four are affiliated with small firms. Of the 29 CPAs holding their license six to ten years, 13 work for large firms, seven work for medium sized firms, and nine work for small firms. Of the 196 CPAs holding their license for more than ten years, 59 work for large firms, 56 work for medium sized firms, and 81 work for small firms.

Table 14 – Firm Affiliation and Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	FirmAffiliation
	Large Firm
	24
	30
	8
	12
	74

	
	Medium Sized Firm
	28
	25
	1
	15
	69

	
	Small Firm
	71
	13
	2
	8
	94

	
	Total
	123
	68
	11
	35
	237



Of the 74 CPAs that work for large firms, 24 work in public accounting, 30 work in private, eight work in education, and 12 are employed in other roles. Of the 69 CPAs that work for medium sized firms, 28 work in public accounting, 25 are employed in private accounting, one is employed in education, and 15 work in other roles. Of the 94 CPAs that work for a small firm, 71 are employed in public accounting, 13 are employed in private accounting, two work in education, and eight are employed in other roles.

An analysis of the respondent’s answers to each question resulted in the following findings:

Question 1 - Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.
Of the 237 respondents, 62 (26.2%) strongly disagreed with this statement, 84 (35.4%) moderately disagreed, 52 (21.9%) neither agreed nor disagreed, 31 (13.1%) moderately agreed and eight (3.4%) strongly agreed. 

Table 15 – Survey Results – Question 1
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	62
	26.2
	26.2
	26.2

	
	Moderately Disagree
	84
	35.4
	35.4
	61.6

	
	Neither Agree nor Disagree
	52
	21.9
	21.9
	83.5

	
	Moderately Agree
	31
	13.1
	13.1
	96.6

	
	Strongly Agree
	8
	3.4
	3.4
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 5 – Survey Results Question 1
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Question 2 - Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting.

Of the 237 respondents, 46 (19.4%) strongly disagreed with this statement, 51 (21.5%) moderately disagreed, 48 (20.3%) neither agreed nor disagreed, 74 (31.2%) moderately agreed, and 18 (7.6%) strongly agreed.

Table 16 – Survey Results Questions 2
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	46
	19.4
	19.4
	19.4

	
	Moderately Disagree
	51
	21.5
	21.5
	40.9

	
	Neither Agree nor Disagree
	48
	20.3
	20.3
	61.2

	
	Moderately Agree
	74
	31.2
	31.2
	92.4

	
	Strongly Agree
	18
	7.6
	7.6
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 6 - Survey Results Questions 2
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Question 3 - Fair value accounting is more relevant than historical cost accounting.

Of the 237 respondents, 33 (13.9%) strongly disagreed with this statement, 50 (21.1%) moderately disagreed, 40 (16.9%) neither agreed nor disagreed, 81 (34.2%) moderately agreed, and 33 (13.9%) strongly agreed.

Table 17 – Survey Results Question 3 
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	33
	13.9
	13.9
	13.9

	
	Moderately Disagree
	50
	21.1
	21.1
	35.0

	
	Neither Agree nor Disagree
	40
	16.9
	16.9
	51.9

	
	Moderately Agree
	81
	34.2
	34.2
	86.1

	
	Strongly Agree
	33
	13.9
	13.9
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 7 - Survey Results Question 3
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Question 4 - Fair value accounting is more reliable than historical cost accounting.
Of the 237 respondents, 73 (30.8%) strongly disagreed with this statement, 79 (33.3%) moderately disagreed, 27 (11.4%) neither agreed nor disagreed, 44 (18.6%) moderately agreed, and 14 (5.9%) strongly agreed.
Table 18 – Survey Results Question 4 
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	73
	30.8
	30.8
	30.8

	
	Moderately Disagree
	79
	33.3
	33.3
	64.1

	
	Neither Agree nor Disagree
	27
	11.4
	11.4
	75.5

	
	Moderately Agree
	44
	18.6
	18.6
	94.1

	
	Strongly Agree
	14
	5.9
	5.9
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 8 - Survey Results Question 4
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Question 5 - The tradeoff between reliability and relevance supports the use of fair value accounting.
Of the 237 respondents, 67 (28.3%) strongly disagreed with this statement, 64 (27.0%) moderately disagreed, 49 (20.7%) neither agreed nor disagreed, 47 (19.8%) moderately agreed, and ten (4.2%) strongly agreed.

Table 19 – Survey Results Question 5
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	67
	28.3
	28.3
	28.3

	
	Moderately Disagree
	64
	27.0
	27.0
	55.3

	
	Neither Agree nor Disagree
	49
	20.7
	20.7
	75.9

	
	Moderately Agree
	47
	19.8
	19.8
	95.8

	
	Strongly Agree
	10
	4.2
	4.2
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 9 - Survey Results Question 5
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Question 6 - The tradeoff between reliability and relevance supports the use of historical cost accounting.
Of the 237 respondents, 30 (12.7%) strongly disagreed with this statement, 54 (22.8%) moderately disagreed, 61 (25.7%), neither agreed nor disagreed, 56 (23.6%) moderately agreed, and 36 (15.2%) strongly agreed.

Table 20 – Survey Results Question 6
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	30
	12.7
	12.7
	12.7

	
	Moderately Disagree
	54
	22.8
	22.8
	35.4

	
	Neither Agree nor Disagree
	61
	25.7
	25.7
	61.2

	
	Moderately Agree
	56
	23.6
	23.6
	84.8

	
	Strongly Agree
	36
	15.2
	15.2
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 10 - Survey Results Question 6
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Question 7 - The benefits of fair value accounting outweigh the costs (preparation, audit, etc.).

Of the 237 respondents, 90 (38.0%) strongly disagreed with this statement, 59 (24.9%) moderately disagreed, 42 (17.7%) neither agreed nor disagreed, 41 (17.3%) moderately agreed, and five (2.1%) strongly agreed.

Table 21 – Survey Results Question 7
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	90
	38.0
	38.0
	38.0

	
	Moderately Disagree
	59
	24.9
	24.9
	62.9

	
	Neither Agree nor Disagree
	42
	17.7
	17.7
	80.6

	
	Moderately Agree
	41
	17.3
	17.3
	97.9

	
	Strongly Agree
	5
	2.1
	2.1
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 11 - Survey Results Question 7
[image: image11.png]Count

100

E

6o

a0

2

Strongly Disagree Moderately Disagres Nether Agree nor  Moderately Agres  Strongly Agree
Disagree

Question?




Question 8 - Fair value accounting has better predictive value than historical cost accounting.

Of the 237 respondents, 47 (19.8%) strongly disagreed with this statement, 59 (24.9%) moderately disagreed, 47 (19.8%) neither agreed nor disagreed, 63 (26.6%) moderately agreed, and 21 (8.9%) strongly agreed.
Table 22 – Survey Results Question 8
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	47
	19.8
	19.8
	19.8

	
	Moderately Disagree
	59
	24.9
	24.9
	44.7

	
	Neither Agree nor Disagree
	47
	19.8
	19.8
	64.6

	
	Moderately Agree
	63
	26.6
	26.6
	91.1

	
	Strongly Agree
	21
	8.9
	8.9
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 12 - Survey Results Question 8
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Question 9 - Fair value accounting has better feedback value than historical cost accounting.

Of the 237 respondents, 37 (15.6%) strongly disagreed with this statement, 44 (18.6%) moderately disagreed, 52 (21.9%) neither agreed nor disagreed, 79 (33.3%) moderately agreed, and 25 (10.5%) strongly agreed.

Table 23 – Survey Results Question 9
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	37
	15.6
	15.6
	15.6

	
	Moderately Disagree
	44
	18.6
	18.6
	34.2

	
	Neither Agree nor Disagree
	52
	21.9
	21.9
	56.1

	
	Moderately Agree
	79
	33.3
	33.3
	89.5

	
	Strongly Agree
	25
	10.5
	10.5
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 13 - Survey Results Question 9
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Question 10 - Fair value accounting has better timeliness than historical cost accounting.
Of the 237 respondents, 32 (13.5%) strongly disagreed with this statement, 45 (19.0%) moderately disagreed, 50 (21.1%) neither agreed nor disagreed, 80 (33.8%) moderately agreed, and 30 (12.7%) strongly agreed.

Table 24 – Survey Results Question 10
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	32
	13.5
	13.5
	13.5

	
	Moderately Disagree
	45
	19.0
	19.0
	32.5

	
	Neither Agree nor Disagree
	50
	21.1
	21.1
	53.6

	
	Moderately Agree
	80
	33.8
	33.8
	87.3

	
	Strongly Agree
	30
	12.7
	12.7
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 14 - Survey Results Question 10
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Question 11 - Fair value accounting is more verifiable than historical cost.
Of the 237 respondents, 109 (46.0%) strongly disagreed with this statement, 85 (35.9%) moderately disagreed, 23 (9.7%) neither agreed nor disagreed, 16 (6.8%) moderately agreed, and four (1.7%) strongly agreed.

Table 25 – Survey Results Question 11
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	109
	46.0
	46.0
	46.0

	
	Moderately Disagree
	85
	35.9
	35.9
	81.9

	
	Neither Agree nor Disagree
	23
	9.7
	9.7
	91.6

	
	Moderately Agree
	16
	6.8
	6.8
	98.3

	
	Strongly Agree
	4
	1.7
	1.7
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 15 - Survey Results Question 11
[image: image15.png]Count

120

100

E

6o

a0

2

Ll

Strongly Disagree Moderately Disagres Nether Agree nor  Moderately Agres  Strongly Agree
Disagree

Question11




Question 12 - Fair value accounting has more representational faithfulness.

Of the 237 respondents, 47 (19.8%) strongly disagreed with this statement, 63 (26.6%) moderately disagreed, 61 (25.7%) neither agreed nor disagreed, 49 (20.7%) moderately agreed, and 17 (7.2%) strongly agreed.

Table 26 – Survey Results Question 12
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	47
	19.8
	19.8
	19.8

	
	Moderately Disagree
	63
	26.6
	26.6
	46.4

	
	Neither Agree nor Disagree
	61
	25.7
	25.7
	72.2

	
	Moderately Agree
	49
	20.7
	20.7
	92.8

	
	Strongly Agree
	17
	7.2
	7.2
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 16 - Survey Results Question 12
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Question 13 - Fair value accounting is more neutral than historical cost accounting.

Of the 237 respondents, 79 (33.3%) strongly disagreed with this statement, 87 (36.7%) moderately disagreed, 48 (20.3%) neither agreed nor disagreed, 18 (7.6%) moderately agreed, and five (2.1%) strongly agreed.

Table 27 – Survey Results Questions 13
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	79
	33.3
	33.3
	33.3

	
	Moderately Disagree
	87
	36.7
	36.7
	70.0

	
	Neither Agree nor Disagree
	48
	20.3
	20.3
	90.3

	
	Moderately Agree
	18
	7.6
	7.6
	97.9

	
	Strongly Agree
	5
	2.1
	2.1
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 17 - Survey Results Questions 13
[image: image17.png]Count

100

E

6o

a0

2

Strongly Disagree Moderately Disagres Nether Agree nor  Moderately Agres  Strongly Agree
Disagree

Question13




Question 14 - Fair value accounting is more comparable than historical cost accounting.

Of the 237 respondents, 47 (19.8%) strongly disagreed with this statement, 65 (27.4%) moderately disagreed, 39 (16.5%) neither agreed nor disagreed, 73 (30.8%) moderately agreed, and 13 (5.5%) strongly agreed.
Table 28 – Survey Results Question 14
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	47
	19.8
	19.8
	19.8

	
	Moderately Disagree
	65
	27.4
	27.4
	47.3

	
	Neither Agree nor Disagree
	39
	16.5
	16.5
	63.7

	
	Moderately Agree
	73
	30.8
	30.8
	94.5

	
	Strongly Agree
	13
	5.5
	5.5
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 18 - Survey Results Question 14
[image: image18.png]s0

60|

Count

a0

20

T T T T T
Strongly Disagree Moderately Disagree Neither Agree nor ~ Moderately Agree  Strongly Agree.
Disagree

Question14




Question 15 - Fair value accounting is more consistent than historical cost accounting.

Of the 237 respondents, 83 (35.0%) strongly disagreed with this statement, 87 (36.7%) moderately disagreed, 36 (15.2%) neither agreed nor disagreed, 25 (10.5%) moderately agreed, and six (2.5%) strongly agreed.

Table 29 – Survey Results Question 15
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	83
	35.0
	35.0
	35.0

	
	Moderately Disagree
	87
	36.7
	36.7
	71.7

	
	Neither Agree nor Disagree
	36
	15.2
	15.2
	86.9

	
	Moderately Agree
	25
	10.5
	10.5
	97.5

	
	Strongly Agree
	6
	2.5
	2.5
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 19 - Survey Results Question 15
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Question 16 - Income should be influenced by changes in the fair values of assets and liabilities.

Of the 237 respondents, 82 (34.6%) strongly disagreed with this statement, 76 (32.1%) moderately disagreed, 28 (11.8%) neither agreed nor disagreed, 42 (17.7%) moderately agreed, and nine (3.8%) strongly agreed.

Table 30 – Survey Results Question 16
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	82
	34.6
	34.6
	34.6

	
	Moderately Disagree
	76
	32.1
	32.1
	66.7

	
	Neither Agree nor Disagree
	28
	11.8
	11.8
	78.5

	
	Moderately Agree
	42
	17.7
	17.7
	96.2

	
	Strongly Agree
	9
	3.8
	3.8
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 20 - Survey Results Question 16
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Question 17 - Fair value accounting should be used in all balance sheet accounts

Of the 237 respondents, 112 (47.3%) strongly disagreed with this statement, 67 (28.3%) moderately disagreed, 25 (10.5%) neither agreed nor disagreed, 27 (11.4%) moderately agreed, and six (2.5%) strongly agreed
Table 31 – Survey Results Questions 17
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	112
	47.3
	47.3
	47.3

	
	Moderately Disagree
	67
	28.3
	28.3
	75.5

	
	Neither Agree nor Disagree
	25
	10.5
	10.5
	86.1

	
	Moderately Agree
	27
	11.4
	11.4
	97.5

	
	Strongly Agree
	6
	2.5
	2.5
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 21 - Survey Results Questions 17
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Question 18 - I prefer fair value accounting over historical cost accounting.

Of the 237 respondents, 92 (38.8%) strongly disagreed with this statement, 60 (25.3%) moderately disagreed, 46 (19.4%) neither agreed nor disagreed, 31 (13.1%) moderately agreed, and eight (3.4%) strongly agreed.

Table 32 – Survey Results Question 18
	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	92
	38.8
	38.8
	38.8

	
	Moderately Disagree
	60
	25.3
	25.3
	64.1

	
	Neither Agree nor Disagree
	46
	19.4
	19.4
	83.5

	
	Moderately Agree
	31
	13.1
	13.1
	96.6

	
	Strongly Agree
	8
	3.4
	3.4
	100.0

	
	Total
	237
	100.0
	100.0
	


Figure 22 - Survey Results Question 18
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An analysis of each question by the independent variables of years of licensure, work type, and firm affiliation resulted in the following:
Question 1 - Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.

Table 33 – Question 1 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question1
	Strongly Disagree
	3
	5
	54
	62

	
	Moderately Disagree
	5
	10
	69
	84

	
	Neither Agree nor Disagree
	4
	9
	39
	52

	
	Moderately Agree
	0
	2
	29
	31

	
	Strongly Agree
	0
	3
	5
	8

	
	Total
	12
	29
	196
	237


Of the 62 that strongly disagreed with this statement, three have held their license for zero to five years, five have held their license for six to ten years, and 54 have held their license for more than ten years. Of the 84 that moderately disagreed with this statement, five have held their license for zero to five years, ten have held their license for six to ten years, and 69 have held their license for more than ten years. Of the 52 that were neutral on this statement, four have held their license for zero to five years, nine have held their license for six to ten years, and 39 have held their license for more than ten years.

Of the 31 respondents that moderately agreed with this statement, two have held their license for six to ten years and 29 have held their license for more than ten years. Of the eight respondents that strongly agreed with this statement three have held their license for six to ten years and five have held their license for more than ten years.

Table 34 – Question 1 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question1
	Strongly Disagree
	36
	17
	1
	8
	62

	
	Moderately Disagree
	40
	24
	5
	15
	84

	
	Neither Agree nor Disagree
	29
	17
	0
	6
	52

	
	Moderately Agree
	14
	7
	4
	6
	31

	
	Strongly Agree
	4
	3
	1
	0
	8

	
	Total
	123
	68
	11
	35
	237


Of the 62 respondents that strongly disagreed with this statement, 36 work in public accounting, 17 work in private accounting, one works in education, and eight work in other roles. Of the 84 respondents that moderately disagreed with this statement, 40 work in public accounting, 24 work in private accounting, five work in education, and 15 work in other roles.

Of the 52 respondents that are neutral to this statement, 29 work in public accounting, 17 work in private accounting, and six work in other roles. Of the 31 respondents that moderately agreed with this statement, 14 work in public accounting, seven work in private accounting, four work in education,  and six work in other roles, Of the eight respondents who strongly agreed with this statement, four work in public accounting, three work in private accounting, and one works in education.

Table 35 – Question 1 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question1
	Strongly Disagree
	20
	12
	30
	62

	
	Moderately Disagree
	30
	28
	26
	84

	
	Neither Agree nor Disagree
	13
	17
	22
	52

	
	Moderately Agree
	9
	11
	11
	31

	
	Strongly Agree
	2
	1
	5
	8

	
	Total
	74
	69
	94
	237


Of the 62 respondents that strongly disagreed with this statement 20 work for large firms, 12 work for medium size firms, and 30 work for small firms. Of the 84 respondents that moderately disagreed with this statement 30 work for large firms, 28 work for medium sized firms, and 26 work for small firms. Of the 52 respondents that are neutral on this statement 13 work for large firms, 17 work for medium sized firms, and 22 work for small firms.


Of the 31 respondents that moderately agreed with this statement nine work for large firms, 11 work for medium size firms, and 11 work for small firms. Of the eight respondents that strongly agreed with this statement two work for large firms, one works for a medium sized firm, and five work for small firms.

Question 2 - Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting.

Table 36 – Question 2 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question2
	Strongly Disagree
	2
	3
	41
	46

	
	Moderately Disagree
	1
	5
	45
	51

	
	Neither Agree nor Disagree
	4
	4
	40
	48

	
	Moderately Agree
	5
	12
	57
	74

	
	Strongly Agree
	0
	5
	13
	18

	
	Total
	12
	29
	196
	237



Of the 46 respondents that strongly disagreed with this statement two have held their license zero to five years, three have held their license six to ten years, and 41 have held their license more than ten years. Of the 51 respondents that moderately disagreed with this statement one held their license zero to five years, five held their license six to ten years, and 45 held their license more than 10 years. Of the 48 respondents that were neutral on this question, four have held their license zero to five years, four have held their license six to ten years, and 40 have held their license more than ten years.

Of the 74 that moderately agreed, five have held their license zero to five years, 12 have held their license six to ten years, and 57 have held their license more than 10 years. Of the 18 respondents that strongly agreed with this statement five have held their license six to ten years and 13 have held their license more than 10 years.

Table 37 – Question 2 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question2
	Strongly Disagree
	24
	15
	0
	7
	46

	
	Moderately Disagree
	28
	14
	3
	6
	51

	
	Neither Agree nor Disagree
	20
	18
	2
	8
	48

	
	Moderately Agree
	41
	18
	4
	11
	74

	
	Strongly Agree
	10
	3
	2
	3
	18

	
	Total
	123
	68
	11
	35
	237



Of the 46 respondents that strongly disagreed with this statement 24 work in public accounting, 15 in private accounting, and seven in other roles. Of the 51 that moderately disagreed with this statement 28 work in public accounting, 14 work in private accounting, three work in education and six work in other roles. Of the 48 respondents that are neutral on this statement 20 work in public accounting, 18 work in private accounting, two work in education, and eight work in other roles.


Of the 74 respondents that moderately agreed with this statement 41 work in public accounting, 18 work in private accounting, four work in education, and 11 work in other roles. Of the 18 respondents that strongly agreed with this statement ten work in public accounting three work in private accounting, two work in education, and three work in other roles.
Table 38 – Question 2 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question2
	Strongly Disagree
	14
	11
	21
	46

	
	Moderately Disagree
	9
	17
	25
	51

	
	Neither Agree nor Disagree
	22
	13
	13
	48

	
	Moderately Agree
	25
	21
	28
	74

	
	Strongly Agree
	4
	7
	7
	18

	
	Total
	74
	69
	94
	237


Of the 46 respondents that strongly disagreed with this statement 41 work for large firms, 11 work for medium sized firms and 21 work for small firms. Of the 51 respondents that moderately disagreed with this statement 9 work for large firms, 17 work for medium sized firms, and 25 work for small firms. Of the 48 respondents that were neutral on this statement 22 work for large firms, 13 work for medium sized firms, and 13 work for small firms.

Of the 74 respondents that moderately agreed with this statement 25 work for large firms, 21 work for medium sized firms, and 28 work for small firms. Of the 18 respondents that strongly agree with this statement four work for large firms, seven work for medium sized firms, and seven work for small firms.

Question 3 - Fair value accounting is more relevant than historical cost accounting.

Table 39 – Question 3 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question3
	Strongly Disagree
	0
	0
	33
	33

	
	Moderately Disagree
	3
	7
	40
	50

	
	Neither Agree nor Disagree
	0
	3
	37
	40

	
	Moderately Agree
	6
	12
	63
	81

	
	Strongly Agree
	3
	7
	23
	33

	
	Total
	12
	29
	196
	237



Of the 33 respondents that strongly disagreed with this statement, all 33 have held their license for more than ten years. Of the 50 respondents that moderately disagreed with this statement, three have held their license for zero to five years, seven have held their license for six to ten years, and 40 have held their license for more than ten years. Of the 40 respondents that were neutral on this statement three have held their license six to ten years and 37 have held their license for more than 10 years.


Of the 81 respondents who moderately agreed with this statement, six have held their license zero to five years, 12 have held their license six to ten years, and 63 have held their license more than ten years. Of the 33 respondents who strongly disagree with this statement, three have held their license zero to five years, seven have held their license six to ten years, and 23 have held their license more than 10 years.

Table 40 – Question 3 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question3
	Strongly Disagree
	17
	10
	0
	6
	33

	
	Moderately Disagree
	26
	14
	1
	9
	50

	
	Neither Agree nor Disagree
	20
	14
	2
	4
	40

	
	Moderately Agree
	41
	23
	5
	12
	81

	
	Strongly Agree
	19
	7
	3
	4
	33

	
	Total
	123
	68
	11
	35
	237



Of the 33 respondents who strongly disagreed with this statement, 17 work in public accounting, ten work in private accounting, and six work in other roles. Of the 50 respondents that moderately disagreed with this statement 26 work in public accounting, 14 work in private accounting, one works in education, and nine work in other roles. Of the 40 respondents who were neutral on this statement, 20 work in public accounting, 14 work in private accounting, two work in education, and four work in other roles.


Of the 81 respondents who moderately agreed with this statement 41 work in public accounting, 23 work in private accounting, five work in education and 12 work in other roles. Of the 33 respondents that strongly agreed with this statement 19 work in public accounting, seven work in private accounting, three work in education, and four work in other roles.

Table 41 – Question 3 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question3
	Strongly Disagree
	9
	8
	16
	33

	
	Moderately Disagree
	11
	17
	22
	50

	
	Neither Agree nor Disagree
	11
	14
	15
	40

	
	Moderately Agree
	34
	18
	29
	81

	
	Strongly Agree
	9
	12
	12
	33

	
	Total
	74
	69
	94
	237



Of the 33 respondents that strongly disagreed with this statement nine work for large firms, eight work for medium sized firms, and 16 work for small firms. Of the 50 respondents that moderately disagreed with this statement, 11 work for large firms, 17 work for medium sized firms, and 22 work for small firms. Of the 40 respondents that were neutral on this statement 11 work for large firms, 14 work for medium sized firms, and 15 work for small firms.


Of the 81 respondents that moderately agreed with this statement 34 work for large firms, 18 work for mediums sized firms, and 29 work for small firms. Of the 33 respondents that strongly agreed with this statement nine work for large firms, 12 work for medium sized firms, and 12 work for small firms.

Question 4 - Fair value accounting is more reliable than historical cost accounting.

Table 42 – Question 4 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question4
	Strongly Disagree
	1
	5
	67
	73

	
	Moderately Disagree
	5
	10
	64
	79

	
	Neither Agree nor Disagree
	1
	4
	22
	27

	
	Moderately Agree
	4
	5
	35
	44

	
	Strongly Agree
	1
	5
	8
	14

	
	Total
	12
	29
	196
	237



Of the 73 respondents that strongly disagreed with this statement, one held their license zero to five years, five have held their license six to ten years, and 67 have held their license more than ten years. Of the 79 respondents that moderately disagreed with this statement, five have held their license zero to five years, ten have held their license six to ten years, and 64 have held their license for more than ten years. Of the 27 respondents that were neutral on this statement, one has held their license zero to five years, four have held their license six to ten years, and 22 have held their license for more than ten years.

Of the 44 respondents who moderately agreed with this statement, four have held their license zero to five years, five have held their license six to ten years, and 35 have held their license for more than ten years. Of the 14 respondents that strongly agreed with this statement one has held their license for zero to five years, five have held their license for six to ten years, and eight have held their license for more than ten years.

Table 43 – Question 4 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question4
	Strongly Disagree
	42
	16
	4
	11
	73

	
	Moderately Disagree
	42
	26
	2
	9
	79

	
	Neither Agree nor Disagree
	13
	11
	0
	3
	27

	
	Moderately Agree
	19
	10
	5
	10
	44

	
	Strongly Agree
	7
	5
	0
	2
	14

	
	Total
	123
	68
	11
	35
	237



Of the 73 respondents who strongly disagreed with this statement, 42 work in public accounting, 16 work in private accounting, four work in education, and 11 work in other roles. Of the 79 respondents that moderately disagreed with this statement 42 work in public accounting, 26 work in private accounting, two work in education, and nine work in other roles. Of the 27 respondents who were neutral on this statement, 13 work in public accounting, 11 work in private accounting, and three work in other roles.


Of the 44  respondents who moderately agreed with this statement 19 work in public accounting, ten work in private accounting, five work in education, and ten work in other roles. Of the 14 respondents that strongly agreed with this statement seven work in public accounting, five work in private accounting, and two work in other roles.

Table 44 – Question 4 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question4
	Strongly Disagree
	22
	19
	32
	73

	
	Moderately Disagree
	27
	24
	28
	79

	
	Neither Agree nor Disagree
	10
	8
	9
	27

	
	Moderately Agree
	13
	13
	18
	44

	
	Strongly Agree
	2
	5
	7
	14

	
	Total
	74
	69
	94
	237


Of the 73 respondents that strongly disagreed with this statement 22 work for large firms, 19 work for medium sized firms, and 32 work for small firms. Of the 79 respondents that moderately disagreed with this statement, 27 work for large firms, 24work for medium sized firms, and 28work for small firms. Of the 27 respondents that were neutral on this statement ten work for large firms, eight work for medium sized firms, and nine work for small firms.


Of the 44 respondents that moderately agreed with this statement 13 work for large firms, 13 work for mediums sized firms, and 18 work for small firms. Of the 14 respondents that strongly agreed with this statement two work for large firms, five work for medium sized firms, and seven work for small firms.

Question 5 - The tradeoff between reliability and relevance supports the use of fair value accounting.

Table 45 – Question 5 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question5
	Strongly Disagree
	3
	6
	58
	67

	
	Moderately Disagree
	1
	8
	55
	64

	
	Neither Agree nor Disagree
	2
	7
	40
	49

	
	Moderately Agree
	6
	6
	35
	47

	
	Strongly Agree
	0
	2
	8
	10

	
	Total
	12
	29
	196
	237


Of the 67 respondents that strongly disagreed with this statement, three held their license zero to five years, six have held their license six to ten years, and 58 have held their license more than ten years. Of the 64 respondents that moderately disagreed with this statement, one has held their license zero to five years, eight have held their license six to ten years, and 55 have held their license for more than ten years. Of the 49 respondents that were neutral on this statement, two have held their license zero to five years, seven have held their license six to ten years and 40 have held their license for more than ten years.


Of the 47 respondents who moderately agreed with this statement, six have held their license zero to five years, six have held their license six to ten years, and 35 have held their license for more than ten years. Of the ten respondents that strongly agreed with this statement two have held their license for six to ten years and eight have held their license for more than ten years.

Table 46 – Question 5 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question5
	Strongly Disagree
	40
	19
	1
	7
	67

	
	Moderately Disagree
	27
	18
	6
	13
	64

	
	Neither Agree nor Disagree
	26
	14
	1
	8
	49

	
	Moderately Agree
	26
	13
	2
	6
	47

	
	Strongly Agree
	4
	4
	1
	1
	10

	
	Total
	123
	68
	11
	35
	237



Of the 67 respondents who strongly disagreed with this statement, 40 work in public accounting, 19 work in private accounting, one works in education,  and seven work in other roles. Of the 64 respondents that moderately disagreed with this statement, 27 work in public accounting, 18 work in private accounting, six work in education, and 13 work in other roles. Of the 49 respondents who were neutral on this statement, 26 work in public accounting, 14 work in private accounting, one works in education,  and eight work in other roles.


Of the 47  respondents who moderately agreed with this statement 26 work in public accounting, 13 work in private accounting, two work in education and six work in other roles. Of the ten respondents that strongly agreed with this statement, four work in public accounting, four work in private accounting, one works in education and one works in other roles.

Table 47 – Question 5 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question5
	Strongly Disagree
	16
	17
	34
	67

	
	Moderately Disagree
	24
	16
	24
	64

	
	Neither Agree nor Disagree
	18
	16
	15
	49

	
	Moderately Agree
	14
	18
	15
	47

	
	Strongly Agree
	2
	2
	6
	10

	
	Total
	74
	69
	94
	237


Of the 67 respondents that strongly disagreed with this statement 16 work for large firms, 17 work for medium sized firms, and 34 work for small firms. Of the 64 respondents that moderately disagreed with this statement, 24 work for large firms, 16 work for medium sized firms, and 24 work for small firms. Of the 49 respondents that were neutral on this statement 18 work for large firms, 16 work for medium sized firms, and 15 work for small firms.


Of the 47 respondents that moderately agreed with this statement 14 work for large firms, 18 work for mediums sized firms, and 15 work for small firms. Of the ten respondents that strongly agreed with this statement two work for large firms, two work for medium sized firms, and six work for small firms.

Question 6 - The tradeoff between reliability and relevance supports the use of historical cost accounting.

Table 48 – Question 6 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question6
	Strongly Disagree
	2
	3
	25
	30

	
	Moderately Disagree
	4
	5
	45
	54

	
	Neither Agree nor Disagree
	2
	11
	48
	61

	
	Moderately Agree
	3
	6
	47
	56

	
	Strongly Agree
	1
	4
	31
	36

	
	Total
	12
	29
	196
	237


Of the 30 respondents that strongly disagreed with this statement, two held their license zero to five years, three have held their license six to ten years, and 25 have held their license more than ten years. Of the 54 respondents that moderately disagreed with this statement, four have held their license zero to five years, five have held their license six to ten years, and 45 have held their license for more than ten years. Of the 61 respondents that were neutral on this statement, two have held their license zero to five years, 11 have held their license six to ten years, and 47 have held their license for more than ten years.


Of the 56 respondents who moderately agreed with this statement, three have held their license zero to five years, six have held their license six to ten years, and 47 have held their license for more than ten years. Of the 36 respondents that strongly agreed with this statement one has held their license zero to five years, four have held their license for six to ten years and 31 have held their license for more than ten years.

Table 49 – Question 6 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question6
	Strongly Disagree
	17
	7
	1
	5
	30

	
	Moderately Disagree
	29
	17
	1
	7
	54

	
	Neither Agree nor Disagree
	30
	18
	2
	11
	61

	
	Moderately Agree
	25
	15
	7
	9
	56

	
	Strongly Agree
	22
	11
	0
	3
	36

	
	Total
	123
	68
	11
	35
	237



Of the 30  respondents who strongly disagreed with this statement, 17 work in public accounting, seven work in private accounting, one works in education,  and five work in other roles. Of the 54 respondents that moderately disagreed with this statement 29 work in public accounting, 17 work in private accounting, one works in education, and seven work in other roles. Of the 61 respondents who were neutral on this statement, 30 work in public accounting, 18 work in private accounting, two work in education,  and 11 work in other roles.


Of the 56  respondents who moderately agreed with this statement 25 work in public accounting, 15 work in private accounting, seven work in education, and nine work in other roles. Of the 36 respondents that strongly agreed with this statement, 22 work in public accounting, 11 work in private accounting, and three work in other roles.

Table 50 – Question 6 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question6
	Strongly Disagree
	5
	8
	17
	30

	
	Moderately Disagree
	11
	22
	21
	54

	
	Neither Agree nor Disagree
	25
	14
	22
	61

	
	Moderately Agree
	23
	16
	17
	56

	
	Strongly Agree
	10
	9
	17
	36

	
	Total
	74
	69
	94
	237


Of the 30 respondents that strongly disagreed with this statement five work for large firms, eight work for medium sized firms, and 17 work for small firms. Of the 54 respondents that moderately disagreed with this statement, 11 work for large firms, 22 work for medium sized firms, and 21 work for small firms. Of the 61 respondents that were neutral on this statement 25 work for large firms, 14 work for medium sized firms, and 22 work for small firms.


Of the 56 respondents that moderately agreed with this statement, 23 work for large firms, 16 work for mediums sized firms, and 17 work for small firms. Of the 36 respondents that strongly agreed with this statement, ten work for large firms, nine work for medium sized firms, and 17 work for small firms.

Question 7 - The benefits of fair value accounting outweigh the costs (preparation, audit, etc.).

Table 51 – Question 7 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question7
	Strongly Disagree
	3
	8
	79
	90

	
	Moderately Disagree
	4
	7
	48
	59

	
	Neither Agree nor Disagree
	3
	8
	31
	42

	
	Moderately Agree
	2
	4
	35
	41

	
	Strongly Agree
	0
	2
	3
	5

	
	Total
	12
	29
	196
	237


Of the 90 respondents that strongly disagreed with this statement, three held their license zero to five years, eight have held their license six to ten years, and 79 have held their license more than ten years. Of the 59 respondents that moderately disagreed with this statement, four have held their license zero to five years, seven have held their license six to ten years, and 48 have held their license for more than ten years. Of the 42 respondents that were neutral on this statement, three have held their license zero to five years, eight have held their license six to ten years, and 31 have held their license for more than ten years.


Of the 41 respondents who moderately agreed with this statement, two have held their license zero to five years, four have held their license six to ten years, and 35 have held their license for more than ten years. Of the five respondents that strongly agreed with this statement, two have held their license for six to ten years and three have held their license for more than ten years.

Table 52 – Question 7 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question7
	Strongly Disagree
	55
	21
	2
	12
	90

	
	Moderately Disagree
	29
	14
	4
	12
	59

	
	Neither Agree nor Disagree
	15
	20
	3
	4
	42

	
	Moderately Agree
	22
	11
	2
	6
	41

	
	Strongly Agree
	2
	2
	0
	1
	5

	
	Total
	123
	68
	11
	35
	237


Of the 90 respondents who strongly disagreed with this statement, 55 work in public accounting, 21 work in private accounting, two work in education, and 12 work in other roles. Of the 59 respondents that moderately disagreed with this statement, 29 work in public accounting, 14 work in private accounting, four work in education, and 12 work in other roles. Of the 42 respondents who were neutral on this statement, 15 work in public accounting, 20 work in private accounting, three work in education,  and four work in other roles.


Of the 41  respondents who moderately agreed with this statement, 22 work in public accounting, 11 work in private accounting, two work in education, and six work in other roles. Of the five respondents that strongly agreed with this statement, two work in public accounting, two work in private accounting, and one works in other roles.

Table 53 – Question 7 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question7
	Strongly Disagree
	22
	22
	46
	90

	
	Moderately Disagree
	17
	20
	22
	59

	
	Neither Agree nor Disagree
	20
	10
	12
	42

	
	Moderately Agree
	13
	17
	11
	41

	
	Strongly Agree
	2
	0
	3
	5

	
	Total
	74
	69
	94
	237


Of the 90 respondents that strongly disagreed with this statement, 22 work for large firms, 22 work for medium sized firms, and 46 work for small firms. Of the 59 respondents that moderately disagreed with this statement, 17 work for large firms, 20 work for medium sized firms, and 22 work for small firms. Of the 42 respondents that were neutral on this statement, 20 work for large firms, ten work for medium sized firms, and 12 work for small firms.


Of the 41 respondents that moderately agreed with this statement 13 work for large firms, 17 work for mediums sized firms, and 11 work for small firms. Of the five respondents that strongly agreed with this statement, two work for large firms and three work for small firms.

Question 8 - Fair value accounting has better predictive value than historical cost accounting
Table 54 – Question 8 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question8
	Strongly Disagree
	2
	3
	42
	47

	
	Moderately Disagree
	1
	9
	49
	59

	
	Neither Agree nor Disagree
	3
	6
	38
	47

	
	Moderately Agree
	6
	6
	51
	63

	
	Strongly Agree
	0
	5
	16
	21

	
	Total
	12
	29
	196
	237


Of the 47 respondents that strongly disagreed with this statement, two held their license zero to five years, three have held their license six to ten years, and 42 have held their license more than ten years. Of the 59 respondents that moderately disagreed with this statement, one has held their license zero to five years, nine have held their license six to ten years, and 49 have held their license for more than ten years. Of the 47 respondents that were neutral on this statement, three have held their license zero to five years, six have held their license six to ten years, and 38 have held their license for more than ten years.


Of the 63 respondents who moderately agreed with this statement, six have held their license zero to five years, six have held their license six to ten years, and 51 have held their license for more than ten years. Of the 21 respondents that strongly agreed with this statement, five have held their license for six to ten years and 16 have held their license for more than ten years.

Table 55 – Question 8 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question8
	Strongly Disagree
	24
	14
	1
	8
	47

	
	Moderately Disagree
	36
	13
	1
	9
	59

	
	Neither Agree nor Disagree
	25
	16
	0
	6
	47

	
	Moderately Agree
	27
	18
	7
	11
	63

	
	Strongly Agree
	11
	7
	2
	1
	21

	
	Total
	123
	68
	11
	35
	237


Of the 47 respondents who strongly disagreed with this statement, 24 work in public accounting, 14 work in private accounting, one works in education,  and eight work in other roles. Of the 59 respondents that moderately disagreed with this statement, 36 work in public accounting, 13 work in private accounting, one works in education, and nine work in other roles. Of the 47 respondents who were neutral on this statement, 25 work in public accounting, 16 work in private accounting, and six work in other roles.


Of the 63  respondents who moderately agreed with this statement, 27 work in public accounting, 18 work in private accounting, seven work in education, and 11 work in other roles. Of the 21 respondents that strongly agreed with this statement, 11 work in public accounting, seven work in private accounting, two work in education, and one works in other roles.

Table 56 – Question 8 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question8
	Strongly Disagree
	13
	12
	22
	47

	
	Moderately Disagree
	16
	14
	29
	59

	
	Neither Agree nor Disagree
	12
	17
	18
	47

	
	Moderately Agree
	28
	19
	16
	63

	
	Strongly Agree
	5
	7
	9
	21

	
	Total
	74
	69
	94
	237


Of the 47 respondents that strongly disagreed with this statement, 13 work for large firms, 12 work for medium sized firms, and 22 work for small firms. Of the 59 respondents that moderately disagreed with this statement, 16 work for large firms, 14 work for medium sized firms, and 29 work for small firms. Of the 47 respondents that were neutral on this statement, 12 work for large firms, 17 work for medium sized firms, and 18 work for small firms.


Of the 63 respondents that moderately agreed with this statement 28 work for large firms, 19 work for mediums sized firms, and 16 work for small firms. Of the 21 respondents that strongly agreed with this statement, five work for large firms, seven work for medium sized firms, and three work for small firms.

Question 9 - Fair value accounting has better feedback value than historical cost accounting.
Table 57 – Question 9 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question9
	Strongly Disagree
	0
	1
	36
	37

	
	Moderately Disagree
	2
	5
	37
	44

	
	Neither Agree nor Disagree
	2
	7
	43
	52

	
	Moderately Agree
	8
	10
	61
	79

	
	Strongly Agree
	0
	6
	19
	25

	
	Total
	12
	29
	196
	237


Of the 37 respondents that strongly disagreed with this statement, one has held their license six to ten years and 36 have held their license more than ten years. Of the 44 respondents that moderately disagreed with this statement, two have held their license zero to five years, five have held their license six to ten years, and 37 have held their license for more than ten years. Of the 52 respondents that were neutral on this statement, two have held their license zero to five years, seven have held their license six to ten years, and 43 have held their license for more than ten years.


Of the 79 respondents who moderately agreed with this statement, eight have held their license zero to five years, ten have held their license six to ten years, and 61 have held their license for more than ten years. Of the 25 respondents that strongly agreed with this statement, six have held their license for six to ten years and 19 have held their license for more than ten years.

Table 58 – Question 9 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question9
	Strongly Disagree
	19
	10
	0
	8
	37

	
	Moderately Disagree
	29
	7
	1
	7
	44

	
	Neither Agree nor Disagree
	22
	20
	4
	6
	52

	
	Moderately Agree
	43
	22
	4
	10
	79

	
	Strongly Agree
	10
	9
	2
	4
	25

	
	Total
	123
	68
	11
	35
	237


Of the 37 respondents who strongly disagreed with this statement, 19 work in public accounting, ten work in private accounting, and eight work in other roles. Of the 44 respondents that moderately disagreed with this statement 29 work in public accounting, seven work in private accounting, one works in education, and seven work in other roles. Of the 52 respondents who were neutral on this statement, 22 work in public accounting, 20 work in private accounting, four work in education, and six work in other roles.


Of the 79 respondents who moderately agreed with this statement, 43 work in public accounting, 22 work in private accounting, four work in education, and ten work in other roles. Of the 25 respondents that strongly agreed with this statement, ten work in public accounting, nine work in private accounting, two work in education, and four work in other roles.

Table 59 – Question 9 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question9
	Strongly Disagree
	11
	8
	18
	37

	
	Moderately Disagree
	14
	8
	22
	44

	
	Neither Agree nor Disagree
	19
	16
	17
	52

	
	Moderately Agree
	23
	29
	27
	79

	
	Strongly Agree
	7
	8
	10
	25

	
	Total
	74
	69
	94
	237


Of the 37 respondents that strongly disagreed with this statement 11 work for large firms, eight work for medium sized firms, and 18 work for small firms. Of the 44 respondents that moderately disagreed with this statement, 14 work for large firms, eight work for medium sized firms, and 22 work for small firms. Of the 52 respondents that were neutral on this statement 19 work for large firms, 16 work for medium sized firms, and 17 work for small firms.


Of the 79 respondents that moderately agreed with this statement 23 work for large firms, 29 work for mediums sized firms, and 27 work for small firms. Of the 25 respondents that strongly agreed with this statement, seven work for large firms, eight work for medium sized firms, and ten work for small firms.

Question 10 - Fair value accounting has better timeliness than historical cost accounting.

Table 60 – Question 10 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question10
	Strongly Disagree
	0
	2
	30
	32

	
	Moderately Disagree
	5
	7
	33
	45

	
	Neither Agree nor Disagree
	2
	4
	44
	50

	
	Moderately Agree
	4
	10
	66
	80

	
	Strongly Agree
	1
	6
	23
	30

	
	Total
	12
	29
	196
	237


Of the 32 respondents that strongly disagreed with this statement, two have held their license six to ten years and 30 have held their license more than ten years. Of the 45 respondents that moderately disagreed with this statement, five have held their license zero to five years, seven have held their license six to ten years, and 33 have held their license for more than ten years. Of the 50 respondents that were neutral on this statement, two have held their license zero to five years, four have held their license six to ten years, and 44 have held their license for more than ten years.


Of the 80 respondents who moderately agreed with this statement, four have held their license zero to five years, ten have held their license six to ten years, and 66 have held their license for more than ten years. Of the 30 respondents that strongly agreed with this statement, one has held their license for zero to five years, six have held their license for six to ten years, and 23 have held their license for more than ten years.

Table 61 – Question 10 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question10
	Strongly Disagree
	17
	9
	1
	5
	32

	
	Moderately Disagree
	31
	7
	3
	4
	45

	
	Neither Agree nor Disagree
	21
	20
	2
	7
	50

	
	Moderately Agree
	37
	25
	2
	16
	80

	
	Strongly Agree
	17
	7
	3
	3
	30

	
	Total
	123
	68
	11
	35
	237


Of the 32 respondents who strongly disagreed with this statement, 17 work in public accounting, nine work in private accounting, one works in education,  and five work in other roles. Of the 45 respondents that moderately disagreed with this statement, 31 work in public accounting, seven work in private accounting, three work in education, and four work in other roles. Of the 50 respondents who were neutral on this statement, 21 work in public accounting, 20 work in private accounting, two work in education, and seven work in other roles.


Of the 80 respondents who moderately agreed with this statement, 37 work in public accounting, 25 work in private accounting, two work in education and 16 work in other roles. Of the 30 respondents that strongly agreed with this statement, 17 work in public accounting, seven work in private accounting, three work in education, and three work in other roles.

Table 62 – Question 10 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question10
	Strongly Disagree
	7
	10
	15
	32

	
	Moderately Disagree
	11
	13
	21
	45

	
	Neither Agree nor Disagree
	21
	15
	14
	50

	
	Moderately Agree
	28
	22
	30
	80

	
	Strongly Agree
	7
	9
	14
	30

	
	Total
	74
	69
	94
	237


Of the 32 respondents that strongly disagreed with this statement, seven work for large firms, ten work for medium sized firms, and 15 work for small firms. Of the 45 respondents that moderately disagreed with this statement, 11 work for large firms, 13 work for medium sized firms, and 21 work for small firms. Of the 50 respondents that were neutral on this statement, 21 work for large firms, 15 work for medium sized firms, and 14 work for small firms.


Of the 80 respondents that moderately agreed with this statement, 28 work for large firms, 22 work for medium sized firms, and 30 work for small firms. Of the 30 respondents that strongly agreed with this statement, seven work for large firms, nine work for medium sized firms, and 14 work for small firms.

Question 11 - Fair value accounting is more verifiable than historical cost.

Table 63 – Question 11 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question11
	Strongly Disagree
	4
	11
	94
	109

	
	Moderately Disagree
	3
	11
	71
	85

	
	Neither Agree nor Disagree
	3
	4
	16
	23

	
	Moderately Agree
	2
	1
	13
	16

	
	Strongly Agree
	0
	2
	2
	4

	
	Total
	12
	29
	196
	237


Of the 109 respondents that strongly disagreed with this statement, four have held their license zero to five years, 11 have held their license six to ten years, and 94 have held their license more than ten years. Of the 85 respondents that moderately disagreed with this statement, three have held their license zero to five years, 11 have held their license six to ten years, and 71 have held their license for more than ten years. Of the 23 respondents that were neutral on this statement, three have held their license zero to five years, four have held their license six to ten years, and 16 have held their license for more than ten years.


Of the 16 respondents who moderately agreed with this statement, two have held their license zero to five years, one has held their license six to ten years, and 13 have held their license for more than ten years. Of the four respondents that strongly agreed with this statement, two have held their license for six to ten years and two have held their license for more than ten years.

Table 64 – Question 11 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question11
	Strongly Disagree
	59
	31
	5
	14
	109

	
	Moderately Disagree
	44
	24
	4
	13
	85

	
	Neither Agree nor Disagree
	12
	5
	0
	6
	23

	
	Moderately Agree
	6
	7
	1
	2
	16

	
	Strongly Agree
	2
	1
	1
	0
	4

	
	Total
	123
	68
	11
	35
	237


Of the 109 respondents who strongly disagreed with this statement, 59 work in public accounting, 31 work in private accounting, five work in education, and 14 work in other roles. Of the 85 respondents that moderately disagreed with this statement, 44 work in public accounting, 24 work in private accounting, four work in education, and 13 work in other roles. Of the 23 respondents who were neutral on this statement, 12 work in public accounting, five work in private accounting, and six work in other roles.


Of the 16 respondents who moderately agreed with this statement, six work in public accounting, seven work in private accounting, one works in education, and two work in other roles. Of the four respondents that strongly agreed with this statement, two work in public accounting, one works in private accounting, and one works in education.
Table 65 – Question 11 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question11
	Strongly Disagree
	36
	27
	46
	109

	
	Moderately Disagree
	28
	27
	30
	85

	
	Neither Agree nor Disagree
	2
	8
	13
	23

	
	Moderately Agree
	5
	7
	4
	16

	
	Strongly Agree
	3
	0
	1
	4

	
	Total
	74
	69
	94
	237


Of the 109 respondents that strongly disagreed with this statement, 36 work for large firms, 27 work for medium sized firms, and 46 work for small firms. Of the 85 respondents that moderately disagreed with this statement, 28 work for large firms, 27 work for medium sized firms, and 30 work for small firms. Of the 23 respondents that were neutral on this statement, two work for large firms, eight work for medium sized firms, and 13 work for small firms.


Of the 16 respondents that moderately agreed with this statement, five work for large firms, seven work for medium sized firms, and four work for small firms. Of the four respondents that strongly agreed with this statement three work for large firms and one works for a small firm.

Question 12 - Fair value accounting has more representational faithfulness.

Table 66 – Question 12 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question12
	Strongly Disagree
	0
	1
	46
	47

	
	Moderately Disagree
	3
	10
	50
	63

	
	Neither Agree nor Disagree
	4
	9
	48
	61

	
	Moderately Agree
	5
	3
	41
	49

	
	Strongly Agree
	0
	6
	11
	17

	
	Total
	12
	29
	196
	237


Of the 47 respondents that strongly disagreed with this statement, one has held their license six to ten years and 46 have held their license more than ten years. Of the 63 respondents that moderately disagreed with this statement, three have held their license zero to five years, ten have held their license six to ten years, and 50 have held their license for more than ten years. Of the 61 respondents that were neutral on this statement, four have held their license zero to five years, nine have held their license six to ten years, and 48 have held their license for more than ten years.


Of the 49 respondents who moderately agreed with this statement, five have held their license zero to five years, three have held their license six to ten years, and 41 have held their license for more than ten years. Of the 17 respondents that strongly agreed with this statement, six have held their license for six to ten years and 11 have held their license for more than ten years.

Table 67 – Question 12 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question12
	Strongly Disagree
	24
	14
	2
	7
	47

	
	Moderately Disagree
	36
	17
	2
	8
	63

	
	Neither Agree nor Disagree
	31
	20
	2
	8
	61

	
	Moderately Agree
	24
	11
	4
	10
	49

	
	Strongly Agree
	8
	6
	1
	2
	17

	
	Total
	123
	68
	11
	35
	237


Of the 47 respondents who strongly disagreed with this statement, 24 work in public accounting, 14 work in private accounting, two work in education, and seven work in other roles. Of the 63 respondents that moderately disagreed with this statement, 36 work in public accounting, 17 work in private accounting, two work in education, and eight work in other roles. Of the 61 respondents who were neutral on this statement, 31 work in public accounting, 20 work in private accounting, two work in education, and eight work in other roles.


Of the 49  respondents who moderately agreed with this statement, 24 work in public accounting, 11 work in private accounting, four work in education, and ten work in other roles. Of the 17 respondents that strongly agreed with this statement, eight work in public accounting, six work in private accounting, one works in education, and two work in other roles.
Table 68 – Question 12 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question12
	Strongly Disagree
	14
	10
	23
	47

	
	Moderately Disagree
	18
	19
	26
	63

	
	Neither Agree nor Disagree
	25
	18
	18
	61

	
	Moderately Agree
	14
	16
	19
	49

	
	Strongly Agree
	3
	6
	8
	17

	
	Total
	74
	69
	94
	237


Of the 47 respondents that strongly disagreed with this statement, 14 work for large firms, ten work for medium sized firms, and 23 work for small firms. Of the 63 respondents that moderately disagreed with this statement, 18 work for large firms, 19 work for medium sized firms, and 26 work for small firms. Of the 61 respondents that were neutral on this statement, 25 work for large firms, 18 work for medium sized firms, and 18 work for small firms.


Of the 49 respondents that moderately agreed with this statement, 14 work for large firms, 16 work for medium sized firms, and 19 work for small firms. Of the 17 respondents that strongly agreed with this statement, three work for large firms, six work for medium sized firms, and eight work for small firms.

Question 13 - Fair value accounting is more neutral than historical cost accounting.

Table 69 – Question 13 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question13
	Strongly Disagree
	2
	6
	71
	79

	
	Moderately Disagree
	6
	11
	70
	87

	
	Neither Agree nor Disagree
	2
	9
	37
	48

	
	Moderately Agree
	2
	2
	14
	18

	
	Strongly Agree
	0
	1
	4
	5

	
	Total
	12
	29
	196
	237


Of the 79 respondents that strongly disagreed with this statement, two have held their license zero to five years, six have held their license six to ten years, and 71 have held their license more than ten years. Of the 87 respondents that moderately disagreed with this statement, six have held their license zero to five years, 11 have held their license six to ten years, and 70 have held their license for more than ten years. Of the 48 respondents that were neutral on this statement, two  have held their license zero to five years, nine have held their license six to ten years, and 37 have held their license for more than ten years.


Of the 18 respondents who moderately agreed with this statement, two have held their license zero to five years, two have held their license six to ten years, and 14 have held their license for more than ten years. Of the five respondents that strongly agreed with this statement, one has held their license for six to ten years and four have held their license for more than ten years.

Table 70 – Question 13 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question13
	Strongly Disagree
	45
	15
	4
	15
	79

	
	Moderately Disagree
	46
	24
	4
	13
	87

	
	Neither Agree nor Disagree
	22
	19
	2
	5
	48

	
	Moderately Agree
	9
	6
	1
	2
	18

	
	Strongly Agree
	1
	4
	0
	0
	5

	
	Total
	123
	68
	11
	35
	237


Of the 79 respondents who strongly disagreed with this statement, 45 work in public accounting, 15 work in private accounting, four work in education, and 15 work in other roles. Of the 87 respondents that moderately disagreed with this statement, 46 work in public accounting, 24 work in private accounting, four work in education, and 13 work in other roles. Of the 48 respondents who were neutral on this statement, 22 work in public accounting, 19 work in private accounting, two work in education, and five work in other roles.


Of the 18 respondents who moderately agreed with this statement, nine work in public accounting, six work in private accounting, one works in education, and two work in other roles. Of the five respondents that strongly agreed with this statement, one works in public accounting and four work in private accounting, 

Table 71 – Question 13 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question13
	Strongly Disagree
	25
	17
	37
	79

	
	Moderately Disagree
	27
	31
	29
	87

	
	Neither Agree nor Disagree
	17
	13
	18
	48

	
	Moderately Agree
	4
	7
	7
	18

	
	Strongly Agree
	1
	1
	3
	5

	
	Total
	74
	69
	94
	237


Of the 79 respondents that strongly disagreed with this statement, 25 work for large firms, 17 work for medium sized firms, and 37 work for small firms. Of the 87 respondents that moderately disagreed with this statement, 27 work for large firms, 31 work for medium sized firms, and 29 work for small firms. Of the 48 respondents that were neutral on this statement, 17 work for large firms, 13 work for medium sized firms, and 18 work for small firms.


Of the 18 respondents that moderately agreed with this statement, four work for large firms, seven work for mediums sized firms, and seven work for small firms. Of the five respondents that strongly agreed with this statement, one works for a large firm, one works for a medium sized firm, and three work for small firms.

Question 14 - Fair value accounting is more comparable than historical cost accounting.

Table 72 – Question 14 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question14
	Strongly Disagree
	2
	1
	44
	47

	
	Moderately Disagree
	3
	10
	52
	65

	
	Neither Agree nor Disagree
	1
	6
	32
	39

	
	Moderately Agree
	6
	10
	57
	73

	
	Strongly Agree
	0
	2
	11
	13

	
	Total
	12
	29
	196
	237


Of the 47 respondents that strongly disagreed with this statement, two have held their license zero to five years, one has held their license six to ten years, and 44 have held their license more than ten years. Of the 65 respondents that moderately disagreed with this statement, three have held their license zero to five years, ten have held their license six to ten years, and 52 have held their license for more than ten years. Of the 39 respondents that were neutral on this statement, one  has held their license zero to five years, six have held their license six to ten years, and 32 have held their license for more than ten years.


Of the 73 respondents who moderately agreed with this statement, six have held their license zero to five years, ten have held their license six to ten years, and 57 have held their license for more than ten years. Of the 13 respondents that strongly agreed with this statement, two have held their license for six to ten years and 11 have held their license for more than ten years.

Table 73 – Question 14 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question14
	Strongly Disagree
	24
	13
	1
	9
	47

	
	Moderately Disagree
	36
	17
	4
	8
	65

	
	Neither Agree nor Disagree
	18
	13
	1
	7
	39

	
	Moderately Agree
	38
	20
	4
	11
	73

	
	Strongly Agree
	7
	5
	1
	0
	13

	
	Total
	123
	68
	11
	35
	237


Of the 47 respondents who strongly disagreed with this statement, 24 work in public accounting, 13 work in private accounting, one works in education, and nine work in other roles. Of the 65 respondents that moderately disagreed with this statement, 36 work in public accounting, 17 work in private accounting, four work in education, and eight work in other roles. Of the 39  respondents who were neutral on this statement, 18 work in public accounting, 13 work in private accounting, one works in education, and seven work in other roles.


Of the 73 respondents who moderately agreed with this statement, 38 work in public accounting, 20 work in private accounting, four work in education, and 11 work in other roles. Of the 13 respondents that strongly agreed with this statement, seven work in public accounting, five work in private accounting, and one works in education. 

Table 74 – Question 14 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question14
	Strongly Disagree
	13
	12
	22
	47

	
	Moderately Disagree
	26
	16
	23
	65

	
	Neither Agree nor Disagree
	6
	17
	16
	39

	
	Moderately Agree
	26
	22
	25
	73

	
	Strongly Agree
	3
	2
	8
	13

	
	Total
	74
	69
	94
	237


Of the 47 respondents that strongly disagreed with this statement, 13 work for large firms, 12 work for medium sized firms, and 22 work for small firms. Of the 65 respondents that moderately disagreed with this statement, 26 work for large firms, 16 work for medium sized firms, and 23 work for small firms. Of the 39 respondents that were neutral on this statement six work for large firms, 17 work for medium sized firms, and 16 work for small firms.


Of the 73 respondents that moderately agreed with this statement, 26 work for large firms, 22 work for medium sized firms, and 25 work for small firms. Of the 13 respondents that strongly agreed with this statement, three work for large firms, two work for medium sized firms, and eight work for small firms.

Question 15 - Fair value accounting is more consistent than historical cost accounting.

Table 75 – Question 15 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question15
	Strongly Disagree
	3
	5
	75
	83

	
	Moderately Disagree
	5
	13
	69
	87

	
	Neither Agree nor Disagree
	2
	6
	28
	36

	
	Moderately Agree
	2
	3
	20
	25

	
	Strongly Agree
	0
	2
	4
	6

	
	Total
	12
	29
	196
	237


Of the 83 respondents that strongly disagreed with this statement, three have held their license zero to five years, five have held their license six to ten years, and 75 have held their license more than ten years. Of the 87 respondents that moderately disagreed with this statement, five  have held their license zero to five years, 13 have held their license six to ten years, and 69 have held their license for more than ten years. Of the 36 respondents that were neutral on this statement, two  have held their license zero to five years, six have held their license six to ten years, and 28 have held their license for more than ten years.


Of the 25 respondents who moderately agreed with this statement, two have held their license zero to five years, three have held their license six to ten years, and 20 have held their license for more than ten years. Of the six respondents that strongly agreed with this statement, two have  held their license for six to ten years and four have held their license for more than ten years.

Table 76 – Question 15 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question15
	Strongly Disagree
	42
	23
	3
	15
	83

	
	Moderately Disagree
	49
	21
	3
	14
	87

	
	Neither Agree nor Disagree
	18
	13
	2
	3
	36

	
	Moderately Agree
	12
	8
	2
	3
	25

	
	Strongly Agree
	2
	3
	1
	0
	6

	
	Total
	123
	68
	11
	35
	237


Of the 83 respondents who strongly disagreed with this statement, 42 work in public accounting, 23 work in private accounting, three work in education, and 15 work in other roles. Of the 87 respondents that moderately disagreed with this statement, 49 work in public accounting, 21 work in private accounting, three work in education, and 14 work in other roles. Of the 36  respondents who were neutral on this statement, 18 work in public accounting, 13 work in private accounting, two work in education, and three work in other roles.


Of the 25  respondents who moderately agreed with this statement, 12 work in public accounting, eight work in private accounting, two work in education, and three work in other roles. Of the six respondents that strongly agreed with this statement, two work in public accounting, three work in private accounting, and one works in education. 

Table 77 – Question 15 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question15
	Strongly Disagree
	28
	20
	35
	83

	
	Moderately Disagree
	24
	32
	31
	87

	
	Neither Agree nor Disagree
	14
	8
	14
	36

	
	Moderately Agree
	7
	7
	11
	25

	
	Strongly Agree
	1
	2
	3
	6

	
	Total
	74
	69
	94
	237


Of the 83 respondents that strongly disagreed with this statement, 28 work for large firms, 20 work for medium sized firms, and 35 work for small firms. Of the 87 respondents that moderately disagreed with this statement, 24 work for large firms, 32 work for medium sized firms, and 31 work for small firms. Of the 36 respondents that were neutral on this statement 14 work for large firms, eight work for medium sized firms, and 14 work for small firms.


Of the 25 respondents that moderately agreed with this statement, seven work for large firms, seven work for medium sized firms, and 11 work for small firms. Of the six respondents that strongly agreed with this statement, one works for a large firm, two work for medium sized firms, and three work for small firms.

Question 16 - Income should be influenced by changes in the fair values of assets and liabilities.

Table 78 – Question 16 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question16
	Strongly Disagree
	4
	11
	67
	82

	
	Moderately Disagree
	3
	12
	61
	76

	
	Neither Agree nor Disagree
	5
	3
	20
	28

	
	Moderately Agree
	0
	2
	40
	42

	
	Strongly Agree
	0
	1
	8
	9

	
	Total
	12
	29
	196
	237


Of the 82 respondents that strongly disagreed with this statement, four have held their license zero to five years, 11 have held their license six to ten years, and 67 have held their license more than ten years. Of the 76 respondents that moderately disagreed with this statement, three  have held their license zero to five years, 12 have held their license six to ten years, and 61 have held their license for more than ten years. Of the 28 respondents that were neutral on this statement, five have held their license zero to five years, three have held their license six to ten years, and 20 have held their license for more than ten years.


Of the 42 respondents who moderately agreed with this statement, two have held their license six to ten years and 40 have held their license for more than ten years. Of the nine respondents that strongly agreed with this statement, one has held their license for six to ten years and eight have held their license for more than ten years.

Table 79 – Question 16 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question16
	Strongly Disagree
	44
	19
	4
	15
	82

	
	Moderately Disagree
	43
	21
	3
	9
	76

	
	Neither Agree nor Disagree
	13
	12
	0
	3
	28

	
	Moderately Agree
	20
	13
	3
	6
	42

	
	Strongly Agree
	3
	3
	1
	2
	9

	
	Total
	123
	68
	11
	35
	237


Of the 82 respondents who strongly disagreed with this statement, 44 work in public accounting, 19 work in private accounting, four work in education, and 15 work in other roles. Of the 76 respondents that moderately disagreed with this statement, 43 work in public accounting, 21 work in private accounting, three work in education, and nine work in other roles. Of the 28  respondents who were neutral on this statement, 13 work in public accounting, 12 work in private accounting, and three work in other roles.


Of the 42  respondents who moderately agreed with this statement, 20 work in public accounting, 13 work in private accounting, three work in education, and six work in other roles. Of the nine respondents that strongly agreed with this statement, three work in public accounting, three work in private accounting, one works in education, and two work in other roles.

Table 80 – Questions 16 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question16
	Strongly Disagree
	25
	18
	39
	82

	
	Moderately Disagree
	22
	28
	26
	76

	
	Neither Agree nor Disagree
	6
	12
	10
	28

	
	Moderately Agree
	18
	8
	16
	42

	
	Strongly Agree
	3
	3
	3
	9

	
	Total
	74
	69
	94
	237


Of the 82 respondents that strongly disagreed with this statement, 25 work for large firms, 18 work for medium sized firms, and 39 work for small firms. Of the 76 respondents that moderately disagreed with this statement, 22 work for large firms, 28 work for medium sized firms, and 26 work for small firms. Of the 28 respondents that were neutral on this statement, six work for large firms, 12 work for medium sized firms, and ten work for small firms.


Of the 42 respondents that moderately agreed with this statement, 18 work for large firms, eight work for medium sized firms, and 16 work for small firms. Of the nine respondents that strongly agreed with this statement, three work for large firms, three work for medium sized firms, and three work for small firms.

Question 17 - Fair value accounting should be used in all balance sheet accounts

Table 81 – Question 17 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question17
	Strongly Disagree
	4
	8
	100
	112

	
	Moderately Disagree
	3
	9
	55
	67

	
	Neither Agree nor Disagree
	3
	6
	16
	25

	
	Moderately Agree
	2
	4
	21
	27

	
	Strongly Agree
	0
	2
	4
	6

	
	Total
	12
	29
	196
	237


Of the 112 respondents that strongly disagreed with this statement, four have held their license zero to five years, eight have held their license six to ten years, and 100 have held their license more than ten years. Of the 67 respondents that moderately disagreed with this statement, three  have held their license zero to five years, nine have held their license six to ten years, and 55 have held their license for more than ten years. Of the 25 respondents that were neutral on this statement, three have held their license zero to five years, six have held their license six to ten years, and 16 have held their license for more than ten years.


Of the 27 respondents who moderately agreed with this statement, two have held their license zero to five years, four have held their license six to ten years, and 21 have held their license for more than ten years. Of the six respondents that strongly agreed with this statement, two have  held their license for six to ten years and four have held their license for more than ten years.

Table 82 – Question 17 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question17
	Strongly Disagree
	62
	33
	4
	13
	112

	
	Moderately Disagree
	32
	20
	2
	13
	67

	
	Neither Agree nor Disagree
	12
	5
	4
	4
	25

	
	Moderately Agree
	13
	9
	1
	4
	27

	
	Strongly Agree
	4
	1
	0
	1
	6

	
	Total
	123
	68
	11
	35
	237


Of the 112 respondents who strongly disagreed with this statement, 62 work in public accounting, 33 work in private accounting, four work in education, and 13 work in other roles. Of the 67 respondents that moderately disagreed with this statement, 32 work in public accounting, 20 work in private accounting, two work in education, and 13 work in other roles. Of the 25  respondents who were neutral on this statement, 12 work in public accounting, five work in private accounting, four work in education, and four work in other roles.


Of the 27  respondents who moderately agreed with this statement, 13 work in public accounting, nine work in private accounting, one works in education, and four work in other roles. Of the six respondents that strongly agreed with this statement, four work in public accounting, one works in private accounting, and one works in another role.

Table 83 – Question 17 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question17
	Strongly Disagree
	32
	36
	44
	112

	
	Moderately Disagree
	25
	12
	30
	67

	
	Neither Agree nor Disagree
	9
	6
	10
	25

	
	Moderately Agree
	7
	14
	6
	27

	
	Strongly Agree
	1
	1
	4
	6

	
	Total
	74
	69
	94
	237


Of the 112 respondents that strongly disagreed with this statement, 32 work for large firms, 36 work for medium sized firms, and 44 work for small firms. Of the 67 respondents that moderately disagreed with this statement, 25 work for large firms, 12 work for medium sized firms, and 30 work for small firms. Of the 25 respondents that were neutral on this statement, nine work for large firms, six work for medium sized firms, and ten work for small firms.


Of the 27 respondents that moderately agreed with this statement, seven work for large firms, 14 work for medium sized firms, and six work for small firms. Of the six respondents that strongly agreed with this statement, one works for a large firm, one works for a medium sized firm, and four work for small firms.

Question 18 - I prefer fair value accounting over historical cost accounting.

Table 84 – Question 18 License Years Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	LicenseYears

	
	
	0-5 Years
	6-10 Years
	More Than 10 Years
	Total

	Question18
	Strongly Disagree
	5
	5
	82
	92

	
	Moderately Disagree
	1
	11
	48
	60

	
	Neither Agree nor Disagree
	3
	7
	36
	46

	
	Moderately Agree
	3
	2
	26
	31

	
	Strongly Agree
	0
	4
	4
	8

	
	Total
	12
	29
	196
	237


Of the 92 respondents that strongly disagreed with this statement, five have held their license zero to five years, five have held their license six to ten years, and 82 have held their license more than ten years. Of the 60 respondents that moderately disagreed with this statement, one  has held their license zero to five years, 11 have held their license six to ten years, and 48 have held their license for more than ten years. Of the 46 respondents that were neutral on this statement, three have held their license zero to five years, seven have held their license six to ten years, and 36 have held their license for more than ten years.


Of the 31 respondents who moderately agreed with this statement, three have held their license zero to five years, two have held their license six to ten years, and 26 have held their license for more than ten years. Of the eight respondents that strongly agreed with this statement, four have  held their license for six to ten years and four have held their license for more than ten years.

Table 85 – Question 18 Work Type Cross Tabulation
	

	Count
	
	
	
	
	
	

	
	
	WorkType

	
	
	Public Accounting
	Private Accounting
	Education
	Other
	Total

	Question18
	Strongly Disagree
	57
	23
	3
	9
	92

	
	Moderately Disagree
	27
	16
	3
	14
	60

	
	Neither Agree nor Disagree
	18
	17
	4
	7
	46

	
	Moderately Agree
	17
	9
	1
	4
	31

	
	Strongly Agree
	4
	3
	0
	1
	8

	
	Total
	123
	68
	11
	35
	237


Of the 92 respondents who strongly disagreed with this statement, 57 work in public accounting, 23 work in private accounting, three work in education, and nine work in other roles. Of the 60 respondents that moderately disagreed with this statement, 27 work in public accounting, 16 work in private accounting, three work in education, and 14 work in other roles. Of the 46  respondents who were neutral on this statement, 18 work in public accounting, 17 work in private accounting, four work in education, and seven work in other roles.


Of the 31  respondents who moderately agreed with this statement, 17 work in public accounting, nine work in private accounting, one works in education, and four work in other roles. Of the eight respondents that strongly agreed with this statement, four work in public accounting, three work in private accounting, and one works in another role.

Table 86 – Question 18 Firm Affiliation Cross Tabulation
	

	Count
	
	
	
	
	

	
	
	FirmAffiliation

	
	
	Large Firm
	Medium Sized Firm
	Small Firm
	Total

	Question18
	Strongly Disagree
	24
	22
	46
	92

	
	Moderately Disagree
	23
	18
	19
	60

	
	Neither Agree nor Disagree
	19
	11
	16
	46

	
	Moderately Agree
	7
	15
	9
	31

	
	Strongly Agree
	1
	3
	4
	8

	
	Total
	74
	69
	94
	237


Of the 92 respondents that strongly disagreed with this statement, 24 work for large firms, 22 work for medium sized firms, and 46 work for small firms. Of the 60 respondents that moderately disagreed with this statement, 23 work for large firms, 18 work for medium sized firms, and 19 work for small firms. Of the 46 respondents that were neutral on this statement, 19 work for large firms, 11 work for medium sized firms, and 16 work for small firms.


Of the 31 respondents that moderately agreed with this statement, seven work for large firms, 15 work for medium sized firms, and nine work for small firms. Of the eight respondents that strongly agreed with this statement, one works for a large firm, three work for medium sized firms and four work for small firms.

Multivariate Analysis of Variance (MANOVA)

Multivariate analysis of variance was run on the 18 dependent variables and three independent variables used as fixed factors resulting in the following output:

Table 87 – MANOVA Between-Subjects Factors
	

	
	
	Value Label
	N

	LicenseYears
	1
	0-5 Years
	12

	
	2
	6-10 Years
	29

	
	3
	More Than 10 Years
	196

	WorkType
	1
	Public Accounting
	123

	
	2
	Private Accounting
	68

	
	3
	Education
	11

	
	4
	Other
	35

	FirmAffiliation
	1
	Large Firm
	74

	
	2
	Medium Sized Firm
	69

	
	3
	Small Firm
	94


As discussed earlier in Chapter 4 of this dissertation, the between-subject factors for LicenseYears are zero to five years (N=12), six to ten years (N=29), and more than ten years (N=196). The between-subject factors for WorkType are public accounting (N=123), private accounting (N=68), education (N=11), and other (N=35). The between-subject factors for FirmAffiliation are large firm (N=74), medium sized firm (N=69), and small firm (N=94).


The MANOVA also produced Box’s M measure of equality producing the following data:

Table 88 – Box’s Test of Equality of Covariance Matrices
	

	Box's M
	979.838

	F
	1.246

	df1
	513.000

	df2
	13704.283

	Sig.
	.000


	Box’s M tests the null hypothesis that the observed covariance matrices of the dependent variables are equal across groups. This is required since one of the assumptions of the multivariate approach is that the vector of the dependent variables follows a multivariate normal distribution, and the variance-covariance matrices are equal across the cells formed by the between-subjects effects. The Box’s M test statistic is transformed to an F statistic using degrees of freedom 1 (df1) and degrees of freedom 2 (df2). Since the significance value is less than 0.05, the results suggest that the assumption is not met and the model results are suspect.
Levene’s Test of Equality of Error Variance is also produced during MANOVA and results in the following values:


	


Table 89 – Levene’s Test of Equality Variances
	

	
	F
	df1
	df2
	Sig.

	Question1
	1.475
	25
	211
	.075

	Question2
	1.502
	25
	211
	.066

	Question3
	1.902
	25
	211
	.008

	Question4
	1.220
	25
	211
	.224

	Question5
	1.435
	25
	211
	.090

	Question6
	1.885
	25
	211
	.009

	Question7
	1.208
	25
	211
	.235

	Question8
	1.816
	25
	211
	.013

	Question9
	2.002
	25
	211
	.005

	Question10
	1.707
	25
	211
	.023

	Question11
	1.605
	25
	211
	.040

	Question12
	1.127
	25
	211
	.314

	Question13
	1.363
	25
	211
	.124

	Question14
	1.701
	25
	211
	.024

	Question15
	1.110
	25
	211
	.334

	Question16
	1.749
	25
	211
	.019

	Question17
	1.680
	25
	211
	.027

	Question18
	1.207
	25
	211
	.236


Levene’s Test of Equality is significant at 0.10. Therefore, questions one, two, three five, six, eight, nine, ten, eleven, fourteen, sixteen, and seventeen show significant values below .10 indicating the equality of variance is not present. Questions four, seven, twelve, thirteen, fifteen, and eighteen are not significant and indicate that equality of variance is present.

MANOVA also produced the following multivariate test results:

Table 90 – Multivariate Tests
	

	Effect
	Value
	F
	Hypothesis df
	Error df
	Sig.
	Partial Eta Squared

	Intercept
	Pillai's Trace
	.797
	4.226E1
	18.000
	194.000
	.000
	.797

	
	Wilks' Lambda
	.203
	4.226E1
	18.000
	194.000
	.000
	.797

	
	Hotelling's Trace
	3.921
	4.226E1
	18.000
	194.000
	.000
	.797

	
	Roy's Largest Root
	3.921
	4.226E1
	18.000
	194.000
	.000
	.797

	LicenseYears
	Pillai's Trace
	.276
	1.734
	36.000
	390.000
	.007
	.138

	
	Wilks' Lambda
	.742
	1.738a
	36.000
	388.000
	.006
	.139

	
	Hotelling's Trace
	.325
	1.741
	36.000
	386.000
	.006
	.140

	
	Roy's Largest Root
	.215
	2.324b
	18.000
	195.000
	.002
	.177

	WorkType
	Pillai's Trace
	.312
	1.262
	54.000
	588.000
	.106
	.104

	
	Wilks' Lambda
	.719
	1.257
	54.000
	578.860
	.110
	.104

	
	Hotelling's Trace
	.351
	1.253
	54.000
	578.000
	.113
	.105

	
	Roy's Largest Root
	.165
	1.801b
	18.000
	196.000
	.027
	.142

	FirmAffiliation
	Pillai's Trace
	.246
	1.518
	36.000
	390.000
	.031
	.123

	
	Wilks' Lambda
	.768
	1.522a
	36.000
	388.000
	.031
	.124

	
	Hotelling's Trace
	.284
	1.525
	36.000
	386.000
	.030
	.125

	
	Roy's Largest Root
	.191
	2.065b
	18.000
	195.000
	.008
	.160

	LicenseYears * WorkType
	Pillai's Trace
	.375
	1.133
	72.000
	788.000
	.219
	.094

	
	Wilks' Lambda
	.671
	1.136
	72.000
	765.215
	.214
	.095

	
	Hotelling's Trace
	.426
	1.139
	72.000
	770.000
	.209
	.096

	
	Roy's Largest Root
	.183
	1.998b
	18.000
	197.000
	.011
	.154

	LicenseYears * FirmAffiliation
	Pillai's Trace
	.375
	1.133
	72.000
	788.000
	.218
	.094

	
	Wilks' Lambda
	.672
	1.133
	72.000
	765.215
	.219
	.095

	
	Hotelling's Trace
	.423
	1.131
	72.000
	770.000
	.222
	.096

	
	Roy's Largest Root
	.159
	1.743b
	18.000
	197.000
	.035
	.137

	WorkType * FirmAffiliation
	Pillai's Trace
	.603
	1.235
	108.000
	1194.000
	.058
	.101

	
	Wilks' Lambda
	.520
	1.253
	108.000
	1119.002
	.047
	.103

	
	Hotelling's Trace
	.713
	1.269
	108.000
	1154.000
	.038
	.106

	
	Roy's Largest Root
	.286
	3.167b
	18.000
	199.000
	.000
	.223

	LicenseYears * WorkType * FirmAffiliation
	Pillai's Trace
	.371
	1.119
	72.000
	788.000
	.241
	.093

	
	Wilks' Lambda
	.675
	1.116
	72.000
	765.215
	.245
	.094

	
	Hotelling's Trace
	.417
	1.114
	72.000
	770.000
	.250
	.094

	
	Roy's Largest Root
	.162
	1.770b
	18.000
	197.000
	.031
	.139

	a. Exact statistic
	
	
	
	
	
	

	b. The statistic is an upper bound on F that yields a lower bound on the significance level.

	c. Design: Intercept + LicenseYears + WorkType + FirmAffiliation + LicenseYears * WorkType + LicenseYears * FirmAffiliation + WorkType * FirmAffiliation + LicenseYears * WorkType * FirmAffiliation


The multivariate tests table displays four tests of significance for each model effect. Pillai’s Trace is a positive-valued statistic. Increasing values of the statistic indicate effects that contribute more to the model. Wilks’ Lamda is a positive valued statistic that ranges from zero to one. Decreasing values of the statistic indicate effects that contribute more to the model. Hotelling’s Trace is the sum of the eigenvalues of the test matrix. It is a positive-valued statistic for which increasing values indicate effects that contribute more to the model. Hotelling’s Trace is always larger than Pillai’s trace, but when the eignvalues of the test matrix are small, these two statistics will be nearly equal. This would indicate that the effect probably does not contribute much to the model. Roy’s Largest Root is the largest eigenvalue of the test matrix and is positive in value. Increasing values indicate that the effects contribute more to the model. Roy’s largest root is always less than or equal to Hotelling’s Trace and when these two statistics are equal there is an indication that the effect is predominantly associated with just one of the dependent variables. Additionally, there is a strong correlation between the dependent variables or the effect does not contribute much to the model (Hair, et al, 2006).

Significance levels which are less than .05 are significant and indicate that the effect contributes to the model. The Partial Eta Squared essentially reports the practical significance of each term based upon the ratio of the variation accounted for by the effect to the sum of the variation accounted for by the effect and the variation left to error. In other words, the higher the Partial Eta Squared, the greater amount of variation accounted for by the model effect. The maximum value for Partial Eta Squared is one.


Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears are .276, .742, .325, and .215 respectively. Pillai’s Trace is positive and relatively high indicating that LicenseYears does have an effect on the model.  However, Wilk’s Lambda at .742 is closer to one and decreasing values indicate effects that contribute more to the model which suggests that the effect maybe weak. While LicenseYears does contribute to the model, the contribution is not great. Hotelling’s Trace at .325 is large and does indicate that LicenseYears contributes to the model. Additionaly, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that LicenseYears does contribute to the model. Roy’s Largest Root is less than Hotelling’s Trace by .11 indicating that the effect is not associated with only one dependent variable. All measurer’s are significant with values less than .05 indicating that LicenseYears does have an effect on the model, but partial Eta Squared with values ranging of .138 to .177 suggest that LicenseYears does not have a strong effect on the model.
Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for WorkType are .312, .719, .351, and .165 respectively. Pillai’s Trace is positive and relatively high indicating that WorkType does have an effect on the model.  However, Wilk’s Lambda at .719 is closer to one and decreasing values indicate effects that contribute more to the model which suggests that the effect maybe weak. While WorkType may contribute to the model, the contribution is not great. Hotelling’s Trace at .351 is large and does indicate that WorkType contributes to the model. Additionally, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that WorkType does contribute to the model. Roy’s Largest Root is less than Hotelling’s Trace by .186 indicating that the effect is not associated with only one dependent variable. However, three measurers are not significant with values greater than .05 indicating that WorkType does not have an effect on the model. Partial Eta Squared ranges from .104 to .142 indicting that if WorkType did have an effect on the model, it would be small.
Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for FirmAffiliation are .246, .768, .284, and .191 respectively. Pillai’s Trace is positive and relatively high indicating that FirmAffiliation does have an effect on the model.  However, Wilk’s Lambda at .768 is closer to one and decreasing values indicate effects that contribute more to the model which suggests that the effect maybe weak. While FirmAffiliation does contribute to the model, the contribution is not great. Hotelling’s Trace at .284 is large and does indicate that FirmAffiliation contributes to the model. Additionally, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that FirmAffiliation does contribute to the model. Roy’s Largest Root is less than Hotelling’s Trace by .093 indicating that the effect is not associated with only one dependent variable. All measurer’s are significant with values less than .05 indicating that FirmAffiliation does have an effect on the model, but partial Eta Squared with values ranging of .123 to .160 suggest that FirmAffiliation does not have a strong effect on the model.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears*WorkType are .375, .671, .426, and .183 respectively. Pillai’s Trace is positive and relatively high indicating that LicenseYears*WorkType does have an effect on the model.  However, Wilk’s Lambda at .671 is closer to one and decreasing values indicate effects that contribute more to the model which suggests that the effect maybe weak. While LicenseYears*WorkType may contribute to the model, the contribution is not great. Hotelling’s Trace at .426 is large and does indicate that LicenseYears*WorkType contributes to the model. Additionally, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that LicenseYears*WorkType contributes to the model. Roy’s Largest Root is less than Hotelling’s Trace by .243 indicating that the effect is not associated with only one dependent variable. However, Pillai’s Trace, Wilks’ Lambda, and Hotelling’s Trace are not significant with values greater than .05 indicating that LicenseYears*WorkType does not have an effect on the model. Partial Eta Squared ranges from .094 to .154 indicating that if LicenseYears*WorkType did have an effect on the model, it would be small.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears*FirmAffiliation are .375, .672, .423, and .159 respectively. Pillai’s Trace is positive and relatively high indicating that LicenseYears*FirmAffiliation does have an effect on the model.  However, Wilk’s Lambda at .672 is closer to one and decreasing values indicate effects that contribute more to the model which suggests that the effect maybe weak. While LicenseYears*FirmAffiliation may contribute to the model, the contribution is not great. Hotelling’s Trace at .423 is large and does indicate that LicenseYears*FirmAffiliation contribute to the model. Additionally, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that LicenseYears*FirmAffiliation contributes to the model. Roy’s Largest Root is less than Hotelling’s Trace by .264 indicating that the effect is not associated with only one dependent variable. However, Pillai’s Trace, Wilks’ Lambda, and Hotelling’s Trace are not significant with values greater than .05 indicating that LicenseYears*FirmAffiliation does not have an effect on the model. Partial Eta Squared ranges from .094 to .137 indicting that if LicenseYears*FirmAffiliation did have an effect on the model, it would be small.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for WorkType*FirmAffiliation are .603, .520, .713, and .286 respectively. Pillai’s Trace is positive and relatively high indicating that WorkType*FirmAffiliation does have an effect on the model.  Wilk’s Lambda at .520 is almost exactly between .00 and 1.0 indicating that the effect maybe moderate. Hotelling’s Trace at .713 is large and does indicate that WorkType*FirmAffiliation contribute to the model. Additionally, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that WorkType*FirmAffiliation contributes to the model. Roy’s Largest Root is less than Hotelling’s Trace by .427 indicating that the effect is not associated with only one dependent variable. Wilks’ Lambda, Hotelling’s Trace, Roy’s Largest Root are significant with values greater than .05 indicating that WorkType*FirmAffiliation does have an effect on the model. Partial Eta Squared ranges from .101 to .223 indicating that WorkType*FirmAffiliation effect on the model is small.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears*WorkType*FirmAffiliation are .371, .675, .417, and .162 respectively. Pillai’s Trace is positive and relatively high indicating that LicenseYears*WorkType*FirmAffiliation does have an effect on the model.  However, Wilk’s Lambda at .675 is closer to one and decreasing values indicate effects that contribute more to the model which suggests that the effect maybe weak. While LicenseYears*WorkType*FirmAffiliation may contribute to the model, the contribution is not great. Hotelling’s Trace at .417 is large and does indicate that LicenseYears*WorkType*FirmAffiliation contribute to the model. Additionally, there is a difference between Pillai’s Trace and Hotelling’s Trace indicating that LicenseYears*WorkType*FirmAffiliation contributes to the model. Roy’s Largest Root is less than Hotelling’s Trace by .255 indicating that the effect is not associated with only one dependent variable. However, Pillai’s Trace, Wilks’ Lambda, and Hotelling’s Trace are not significant with values greater than .05 indicating that LicenseYears*WorkType*FirmAffiliation does not have an effect on the model. Partial Eta Squared ranges from .093 to .139 indicating that if LicenseYears*WorkType*FirmAffiliation did have an effect on the model, it would be small.

The contrast results for the custom hypothesis tests resulted in the following values for LicenseYears comparing zero to five years with six to ten years and zero to five years with more than ten years:
	Table 91 – Contrast Results – License Years


	Dependent Variable
	LicenseYears Simple Contrasta

	
	Level 2 vs. Level 1
	Level 3 vs. Level 1

	
	Contrast Estimate
	Hypothesized Value
	Difference (Estimate - Hypothesized)
	Std. Error
	Sig.
	95% Confidence Interval for Difference
	Contrast Estimate
	Hypothesized Value
	Difference (Estimate - Hypothesized)
	Std. Error
	Sig.
	95% Confidence Interval for Difference

	
	
	
	
	
	
	Lower Bound
	Upper Bound
	
	
	
	
	
	Lower Bound
	Upper Bound

	Question1
	.413
	0
	.413
	.469
	.379
	-.510
	1.337
	.256
	0
	.256
	.404
	.527
	-.541
	1.053

	Question2
	.729
	0
	.729
	.535
	.175
	-.326
	1.784
	.112
	0
	.112
	.462
	.809
	-.799
	1.022

	Question3
	.094
	0
	.094
	.544
	.863
	-.978
	1.167
	-.544
	0
	-.544
	.469
	.248
	-1.470
	.381

	Question4
	.785
	0
	.785
	.525
	.137
	-.251
	1.821
	-.114
	0
	-.114
	.453
	.802
	-1.007
	.780

	Question5
	-.045
	0
	-.045
	.516
	.930
	-1.063
	.973
	-.362
	0
	-.362
	.446
	.417
	-1.241
	.516

	Question6
	.001
	0
	.001
	.544
	.998
	-1.070
	1.073
	-.148
	0
	-.148
	.469
	.753
	-1.073
	.777

	Question7
	.262
	0
	.262
	.510
	.608
	-.743
	1.267
	-.085
	0
	-.085
	.440
	.847
	-.952
	.782

	Question8
	.129
	0
	.129
	.529
	.808
	-.915
	1.173
	-.110
	0
	-.110
	.457
	.809
	-1.011
	.790

	Question9
	.189
	0
	.189
	.528
	.721
	-.851
	1.229
	-.551
	0
	-.551
	.455
	.228
	-1.448
	.347

	Question10
	.480
	0
	.480
	.546
	.380
	-.596
	1.555
	.085
	0
	.085
	.471
	.856
	-.843
	1.013

	Question11
	-.050
	0
	-.050
	.417
	.906
	-.872
	.773
	.022
	0
	.022
	.360
	.952
	-.688
	.731

	Question12
	.472
	0
	.472
	.519
	.364
	-.551
	1.496
	-.324
	0
	-.324
	.448
	.471
	-1.207
	.559

	Question13
	.389
	0
	.389
	.423
	.359
	-.445
	1.223
	.071
	0
	.071
	.365
	.847
	-.649
	.790

	Question14
	.724
	0
	.724
	.538
	.180
	-.338
	1.785
	.353
	0
	.353
	.464
	.448
	-.562
	1.269

	Question15
	.188
	0
	.188
	.457
	.681
	-.712
	1.088
	-.182
	0
	-.182
	.394
	.644
	-.959
	.594

	Question16
	-.060
	0
	-.060
	.517
	.907
	-1.079
	.958
	.449
	0
	.449
	.446
	.315
	-.429
	1.328

	Question17
	.479
	0
	.479
	.483
	.322
	-.473
	1.430
	-.059
	0
	-.059
	.416
	.888
	-.880
	.762

	Question18
	.599
	0
	.599
	.499
	.231
	-.385
	1.582
	-.045
	0
	-.045
	.430
	.917
	-.893
	.804

	a. Reference category = 1
	
	
	
	
	
	
	
	
	
	
	
	


The Level 2 vs. Level 1 columns compare licensees having held their license zero to five years with those holding their license six to ten years. The most important data from the contrast results is the significance. The question is significant if its calculated value is less than .05. In comparing licensees holding their license zero to five years with those holding their license six to ten years, all of the calculated values are greater than .05 and none of the questions are significant.

The Level 3 vs. Level 1 columns compare licenses having held their license zero to five years with those holding their license more than ten years. Again, the most important data from the contrast results is the significance of each question. In comparing licenses holding their license zero to five years with those holding their license more than ten years, all of the calculated values are greater than .05 and none of the questions are significant.


The contrast results for the custom hypothesis test for WorkType produced the following data when comparing public with private accounting, education with public accounting, and other work roles with public accounting:

Table 92 – Contrast Results – Work Type
	

	Dependent Variable
	WorkType Simple Contrasta

	
	Level 2 vs. Level 1
	Level 3 vs. Level 1
	

	
	Contrast Estimate
	Hypothesized Value
	Difference (Estimate Hypothesized)
	Std. Error
	Sig.
	Lower

Bound
	Upper Bound
	Contrast Estimate
	Hypothesized Value
	Difference (Estimate Hypothesized)
	Std. Error
	Sig.
	Lower

Bound
	Upper Bound
	Hypothesized Value

	Question1
	-.439
	0
	-.439
	.355
	.217
	-1.138
	.260
	-.188
	0
	-.188
	.598
	.754
	-1.367
	.992
	0

	Question2
	-.311
	0
	-.311
	.405
	.443
	-1.110
	.487
	.049
	0
	.049
	.683
	.943
	-1.299
	1.396
	0

	Question3
	.143
	0
	.143
	.412
	.728
	-.668
	.955
	.917
	0
	.917
	.695
	.188
	-.453
	2.286
	0

	Question4
	-.067
	0
	-.067
	.398
	.867
	-.851
	.717
	.832
	0
	.832
	.671
	.216
	-.491
	2.154
	0

	Question5
	-.272
	0
	-.272
	.391
	.488
	-1.042
	.499
	.427
	0
	.427
	.659
	.518
	-.873
	1.727
	0

	Question6
	-.117
	0
	-.117
	.411
	.776
	-.928
	.694
	-.372
	0
	-.372
	.694
	.593
	-1.741
	.997
	0

	Question7
	-.201
	0
	-.201
	.386
	.602
	-.962
	.559
	-.048
	0
	-.048
	.651
	.941
	-1.331
	1.235
	0

	Question8
	.490
	0
	.490
	.401
	.223
	-.300
	1.279
	.428
	0
	.428
	.676
	.527
	-.905
	1.761
	0

	Question9
	.435
	0
	.435
	.399
	.277
	-.352
	1.222
	1.003
	0
	1.003
	.674
	.138
	-.325
	2.331
	0

	Question10
	.142
	0
	.142
	.413
	.730
	-.671
	.956
	.224
	0
	.224
	.697
	.748
	-1.149
	1.598
	0

	Question11
	.167
	0
	.167
	.316
	.596
	-.455
	.790
	-.296
	0
	-.296
	.533
	.578
	-1.346
	.753
	0

	Question12
	.001
	0
	.001
	.393
	.998
	-.774
	.775
	.302
	0
	.302
	.663
	.649
	-1.005
	1.609
	0

	Question13
	.416
	0
	.416
	.320
	.195
	-.215
	1.047
	.548
	0
	.548
	.540
	.311
	-.517
	1.613
	0

	Question14
	-.317
	0
	-.317
	.407
	.437
	-1.120
	.486
	.187
	0
	.187
	.687
	.786
	-1.168
	1.542
	0

	Question15
	.029
	0
	.029
	.346
	.933
	-.652
	.710
	.724
	0
	.724
	.583
	.216
	-.425
	1.873
	0

	Question16
	-.094
	0
	-.094
	.391
	.811
	-.864
	.677
	.215
	0
	.215
	.660
	.745
	-1.085
	1.515
	0

	Question17
	-.024
	0
	-.024
	.365
	.947
	-.744
	.696
	.831
	0
	.831
	.616
	.179
	-.384
	2.046
	0

	Question18
	-.318
	0
	-.318
	.377
	.401
	-1.062
	.426
	.079
	0
	.079
	.637
	.901
	-1.176
	1.335
	0

	a. Reference category = 1
	
	
	
	
	
	
	
	
	
	
	
	


The Level 2 vs. Level 1 contrast compares respondents working in public accounting with respondents working in private accounting. The most important information provided by the contrast results is the significance of each question. Since all values are greater than .05, none of the questions are significant when comparing public to private accounting.
The contrast results from the custom hypothesis test for FirmAffiliation resulted in the following data when comparing large firm respondents with medium sized firm respondents and large firm respondents with small firm respondents:

Table 93 – Contrast Results – Firm Affiliation 
	

	Dependent Variable
	FirmAffiliation Simple Contrasta

	
	Level 2 vs. Level 1
	Level 3 vs. Level 1

	
	Contrast Estimate
	Hypothesized Value
	Difference (Estimate - Hypothesized)
	Std. Error
	Sig.
	95% Confidence Interval for Difference
	Contrast Estimate
	Hypothesized Value
	Difference (Estimate - Hypothesized)
	Std. Error
	Sig.
	95% Confidence Interval for Difference

	
	
	
	
	
	
	Lower Bound
	Upper Bound
	
	
	
	
	
	Lower Bound
	Upper Bound

	Question1
	-.321
	0
	-.321
	.345
	.354
	-1.002
	.360
	.078
	0
	.078
	.311
	.802
	-.534
	.690

	Question2
	-.524
	0
	-.524
	.394
	.186
	-1.301
	.254
	-.447
	0
	-.447
	.355
	.210
	-1.146
	.253

	Question3
	-.480
	0
	-.480
	.401
	.232
	-1.271
	.310
	-.558
	0
	-.558
	.361
	.124
	-1.269
	.153

	Question4
	.274
	0
	.274
	.387
	.481
	-.490
	1.037
	.548
	0
	.548
	.348
	.117
	-.138
	1.235

	Question5
	-.285
	0
	-.285
	.381
	.455
	-1.035
	.465
	-.367
	0
	-.367
	.342
	.284
	-1.042
	.307

	Question6
	-.324
	0
	-.324
	.401
	.419
	-1.114
	.466
	-.228
	0
	-.228
	.360
	.527
	-.939
	.482

	Question7
	-.518
	0
	-.518
	.376
	.169
	-1.259
	.222
	-.742
	0
	-.742
	.338
	.029
	-1.408
	-.076

	Question8
	-.735
	0
	-.735
	.390
	.061
	-1.504
	.034
	-.555
	0
	-.555
	.351
	.116
	-1.246
	.137

	Question9
	.250
	0
	.250
	.389
	.521
	-.517
	1.016
	.048
	0
	.048
	.350
	.890
	-.641
	.738

	Question10
	-.741
	0
	-.741
	.402
	.067
	-1.533
	.052
	-.025
	0
	-.025
	.362
	.944
	-.738
	.688

	Question11
	-.102
	0
	-.102
	.307
	.741
	-.707
	.504
	-.058
	0
	-.058
	.276
	.835
	-.603
	.487

	Question12
	-.125
	0
	-.125
	.383
	.744
	-.879
	.629
	.210
	0
	.210
	.344
	.542
	-.468
	.889

	Question13
	-.025
	0
	-.025
	.312
	.935
	-.640
	.589
	.176
	0
	.176
	.280
	.531
	-.377
	.729

	Question14
	.342
	0
	.342
	.397
	.390
	-.440
	1.124
	.035
	0
	.035
	.357
	.923
	-.669
	.738

	Question15
	-.072
	0
	-.072
	.336
	.830
	-.736
	.591
	-.152
	0
	-.152
	.303
	.616
	-.749
	.445

	Question16
	-.142
	0
	-.142
	.381
	.710
	-.892
	.609
	-.230
	0
	-.230
	.342
	.503
	-.905
	.445

	Question17
	-.084
	0
	-.084
	.356
	.814
	-.785
	.617
	.099
	0
	.099
	.320
	.758
	-.532
	.729

	Question18
	-.293
	0
	-.293
	.368
	.426
	-1.018
	.431
	-.316
	0
	-.316
	.331
	.340
	-.968
	.336

	a. Reference category = 1
	
	
	
	
	
	
	
	
	
	
	


The Level 2 vs. Level 1 contrast compares the large firm respondent’s answers with those of medium sized responders. Again, the most important information from this contrast is the significance values. Values lower than .05 indicate that the question has significance. Since all values are greater than .05, none of the questions when comparing large firm with medium sized firm respondents were significant.
The Level 3 vs. Level 1 contrast compares the large firm respondent’s answers with those of small firm respondents. All of the values, with the exception of one, are greater than .05 and indicate that the questions are not significant when comparing large firm respondents to small firm respondents. Question 7 was significant at .029.

CHAPTER FIVE: CONCLUSIONS
Interpretation of Data


The study provided a significant amount of data to be analyzed and interpreted. The most obvious place to start data interpretation is with the demographic information. Table 8 and Figure 1 from Chapter 4 show that of the 237 respondents, 162 (68.4%) were male, and 75 (31.6%) were female. The response rate for males compared with females is not surprising. For many years accounting has been a male dominated occupation and that male domination appears to still be reflected in the total population of CPAs.
Table 9 and Figure 2 from Chapter 4 show that of the 237 respondents 12 (5.1%) had been licensed zero to five years, 29 (12.2%) had been licensed six to ten years, and 196 (82.7%) had been licensed more than ten years. This response rate is also not surprising. The category zero to five years generally represents five classes of CPAs who would be newer in their careers. Similarly, the six to ten year category also represents five classes of CPAs. The overall population of 8,800 CPAs is simply going to have many more CPAs who have been licensed more than ten years. However, the low number of CPAs in the zero to five years and six to ten years is concerning from a validity standpoint.


Table 10 and Figure 3 show that of the 237 respondents, 123 (51.9%) work in public accounting, 68 (28.7%) work in private accounting, 11 (4.6%) work in education, and 35 (14.8%) work in other roles. The high number of respondents working in public accounting is not surprising. The primary purpose of obtaining a CPA license is so that an individual can practice public accounting. While many CPAs transition into private accounting, the majority of CPAs will continue with the practice of public accounting. The education and other categories were primarily provided so that respondents that were not employed in public or private accounting could adequately respond to the survey. The hypothesis being tested does not include an analysis of differences between these categories with others. The number of respondents per category appears to be representative of the population.

Table 11 and Figure 4 from Chapter 4 show that of the 237 respondents 74 (31.2%) work for large firms, 69 (29.1%) work for medium sized firms, and 94 (39.7%) work for small firms. The results are relatively evenly distributed between the categories and appear to be representative of the population.


Table 12 from Chapter 4 presents the license years work type crosstabulation and shows that of the 12 CPAs holding their license zero to five years, nine work in public accounting, two work in private accounting, and one works in other roles. Of the 29 CPAs holding their license six to ten years, 17 work in public accounting, eight work in private and four work in other roles. Of the 196 CPAs holding their license more than ten years, 97 work in public accounting, 58 work in private, 11 work in education, and 30 work in other roles.
 In the zero to five year category 75 percent of CPA respondents work in public accounting, 16 percent work in private accounting, and eight percent work in other roles. In the six to ten year category, 58 percent work in public accounting, 27 percent work in private, and 13% work in other roles. This decrease in the percentage working in public accounting from the zero to five years and six to ten year categories is attributable to the nature of the industry. There is a significant transition from public to private accounting during the first five years. Many new CPAs find that the work and demands of the profession do not fit with their lifestyle and seek to transition to private accounting or governmental accounting.
In the more than ten year category, 49 percent of the respondents work in public accounting, 29 percent work in private accounting, five percent work in education, and 15 percent work in other roles. This change from the six to ten year is a continuation of the transition of public to private accounting and to education. It also represents those CPAs who may have reached the manager/senior manager, but do not expect to make partner or who do not want that position. No CPA respondents work in education unless they have held their license more than ten years. This is primarily due to the fact that additional work an education is required that may not be able to be fulfilled during the early years of a CPAs career.

Table 13 from Chapter 4 shows the license years and firm affiliation crosstabulation. Of the 12 respondents in the zero to five year licensure category, two work for large firms, six work for medium sized firms, and four work for small firms. Of the 29 respondents holding their license six to ten years 13 work for a large firm, seven work for a medium sized firm, and nine work for a small firm. Of the 196 respondents holding their license more than ten years, 59 work for a large firm, 56 work for a medium sized firm, and 81 work for a small firm. In the zero to five year category 17 percent work for large firms, 50 percent work for medium sized firms, and 34 percent work for small firms. In the six to ten year licensure category, 45 percent work for large firms, 24 percent work for medium sized firms, and 31 percent work for small firms. For respondents holding their license more than ten years, 30 percent work for large firms, 29 percent work for medium sized firms, and 41 percent work for small firms. The large increase in respondents working for large firms from zero to five years and six to ten years can be attributable to newer accountants developing skills at the medium sized firm level and transitioning to a large firm setting. The decrease in the percentage working for large firms in the six to ten year license category and the more than ten year license category can be attributed to more seasoned CPAs leaving the large firm environment for a small firm experience or to practice on their own.
Table 14 from Chapter 4 shows the firm affiliation and work type crosstabulation. Of the 74 respondents that work for large firms, 24 work in public accounting, 30 work in private accounting, eight work in education, and 12 work in other roles. Of the 69 respondents that work for a medium sized firm, 28 work in public accounting, 25 work in private accounting, one works in education, and 15 work in other roles. Of the 94 respondents that work for small firms, 71 work in public accounting, 13 work in private accounting, two work in education and eight work in other roles. Of the 74 respondents working for large firms 32 percent work in public accounting, 30 percent work in private accounting, 11 percent work in education, and 16 percent work in other roles. Of the 69 working for medium sized firms, 41 percent work in public accounting, 36 percent work in private accounting, one percent work in education, and 22 percent work in other roles. Of the 94 that work for small firms 75 percent work in public accounting, 14 percent work in private accounting, two percent work in education, and nine percent work in other roles. There is a significant percentage increase in the number working in public accounting as firm size decreases. There is a corresponding decrease in the percentage of respondents working in private accounting as firm size decreases. In other words, if a respondent works for a small firm they are likely to be employed in public accounting. However, if they work for a large firm they are more likely to be employed in private accounting.

The next area of data interpretation would logically be with the mean of the question responses. The following table summarizes the question mean and the interpretation of that score.
Table 94 – Survey Results – Question Mean and Interpretation
	Question

Number
	Question
	Question Mean
	Analysis

	1.
	Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.
	2.32
	The average ranking suggests that accountants moderately disagree that fair value financial statements are more understandable than historical cost statements and show a  preference for historical cost based financial statements

	2.
	Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting
	2.86
	The average ranking suggests that accountants are neutral concerning the usefulness of  fair value financial statements compared to  historical cost statements and shows neither a  preference for fair value or historical cost statements

	3.
	Fair value accounting is more relevant than historical cost accounting.
	3.13
	The average ranking indicates that accounts are neutral whether fair value statements are more relevant than historical cost financial statements and show neither a preference for historical cost accounting or fair value accounting

	4.
	Fair value accounting is more reliable than historical cost accounting.
	2.35
	The average ranking indicates that accountants moderately disagree that fair value financial statements are more reliable than historical cost financial statements and show a preference for historical cost based accounting 

	5.
	The tradeoff between reliability and relevance supports the use of fair value accounting
	2.45
	The average ranking indicates that accountants moderately disagree that the tradeoff between relevance and reliability supports the use of fair value accounting and shows a preference for historical cost based accounting

	6.
	The tradeoff between reliability and relevance supports the use of historical cost accounting
	3.06
	The average ranking indicates that accountants are neutral on whether the tradeoff between reliability and relevance supports the use of historical cost accounting and shows neither  a preference for historical cost accounting or fair value accounting

	7.
	The benefits of fair value accounting outweigh the costs (preparation, audit, etc.)
	2.2
	The average ranking indicates that accountants moderately disagree that the benefits of fair value accounting outweigh the costs and shows a preference for historical cost accounting

	8.
	Fair value accounting has better predictive value than historical cost accounting.
	2.80
	The average ranking indicates that accountants slightly disagree on whether fair value financial statements have better predictive value than historical cost statements and does not show a preference towards historical cost or fair value based financial statements

	9.
	Fair value accounting has better feedback value than historical cost accounting.
	3.05
	The average ranking indicates that accountants are neutral on whether fair value accounting has better feedback value than historical cost statements and does not show a preference towards historical based cost or fair value accounting

	10.
	Fair value accounting has better timeliness than historical cost accounting
	3.13
	The average ranking indicates that accountants are generally neutral concerning the timeliness of fair value accounting over historical cost accounting and no preference for either basis of accounting

	11.
	Fair value accounting is more verifiable than historical cost.
	1.82
	The average ranking indicates that accounts moderately disagree that fair value accounting is more verifiable than historical cost accounting and shows a preference for historical cost accounting

	12.
	Fair value accounting has more representational faithfulness.
	2.69
	The average ranking indicates that accountant slightly disagree concerning fair value accounting being more representational faithful than historical cost accounting and shows a preference for historical cost accounting

	13.
	Fair value accounting is more neutral than historical cost accounting.
	2.08
	The average ranking indicates that accountants moderately disagree that fair value accounting is more neutral than historical cost and shows a preference for historical cost accounting

	14.
	Fair value accounting is more comparable than historical cost accounting.
	2.75
	The average ranking indicates that accountants slightly disagree on whether fair value accounting is more comparable than historical cost and shows a preference for historical cost 

	15.
	Fair value accounting is more consistent than historical cost accounting.
	2.09
	The average ranking indicates that accountants moderately disagree that fair value accounting is more consistent than historical cost and shows a preference for historical cost accounting

	16.
	Income should be influenced by changes in the fair values of assets and liabilities.
	2.24
	The average ranking indicates that accountants moderately disagree that income should be influenced by changes in the fair values of assets and liabilities and shows a preference for historical cost

	17.
	Fair value accounting should be used in all balance sheet accounts
	1.94
	The average ranking indicates that accountants moderately disagree that fair value accounting should be used in all balance sheet accounts and shows a preference for historical cost accounting

	18.
	I prefer fair value accounting over historical cost accounting.
	2.17
	This average ranking indicates that accounts do not prefer fair value accounting over historical cost accounting


As the table illustrates, questions one, four, five, seven, 11, 13, 15, 16, 17, and 18 all show a preference for historical cost accounting. Questions two, three, six, eight, nine, ten, 12, and 14 show no preference for historical cost accounting or fair value accounting. No question clearly indicates a preference for fair value accounting. Based on the survey responses this suggests that there is a strong preference for historical cost accounting based on financial statement understandability, reliability, the tradeoff between relevance and reliability, the cost-benefit relationship, verifiability, neutrality, and consistency. Additionally, the majority of the respondents do not believe that net income should be influenced by changes in the fair values of assets and liabilities, that fair value accounting should be used in all balance sheet accounts, and that they prefer fair value accounting over historical cost accounting.
The areas were respondents were neutral with respect to fair value versus historical cost accounting included: usefulness, relevancy, relevance and reliability supporting historical cost accounting, predictive value, feedback value, timeliness, representational faithfulness, and comparability. While the mean can be an indication of a preference, the actual distribution of the answers is relevant and should be looked at.

Question 1 – Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting. Table 15 and Figure 5 from Chapter Four indicate that 62 respondents (26.2%) strongly disagree with this statement, 84 (35.4%) moderately agree, 52 (21.9%) neither agree nor disagree, 31 (13.1%) moderately agree, and 8 (3.4%) strongly agree. While the majority of respondents do not believe that financial statements are more understandable than those based on historical cost accounting, there is a significant percentage that are neutral on this issue. That could be interpreted to mean that neither accounting regime produces financial statements that are more or less understandable. Forty-eight of the 237 respondents agree to some extent that financial statements based on fair value accounting are more understandable, highlighting the fact that there is some difference of opinion. However, this question does appear to support historical cost accounting with respect to financial understandability. The Hierarchy of Accounting Qualities from SFAC No. 2 defines understandability as a user specific quality (FASB, 1980). Based on the data, fair value accounting does not appear to meet the requirements under SFAC No.2.
Question 2 – Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting. Table 16 and Figure 6 indicate that 46 (19.4%) strongly disagreed with this statement, 51 (21.5%) moderatley disagree, 48 (20.3%) neither agree nor disagree, 74 (31.2%) moderately agree, and 18 (7.6%) strongly agree that fair value accounting financial statements are more useful. Basically, 40.9 percent of respondents disagree, 38.8 percent agree, and 20.3 percent are neutral. This seems to suggest some significant dispersion relating to usefulness. Some accountants suggest that they are not more useful, others hold that they are more useful, and a large percentage contend that they are not more or less useful. The data suggests there is no support for historical cost accounting over fair value accounting or vice versa, but does indicate an area of controversy within the debate. Decision usefulness is also a user specific quality under SFAC No.2 (FASB, 1980). Based on the data, fair value accounting does not appear to meet this user specific quality.
Question 3 – Fair value accounting is more relevant than historical cost accounting. Table 17 and Figure 7 show that 33 (13.9%) of respondents strongly disagree with this statement, 50 (21.1%) moderately disagree, 40 (16.9%) neither agree nor disagree, 81 (34.2%) moderately agree, and 33 (13.9%) strongly agree. Essentially, 35 percent disagree to some extent, 48.1 percent agree to some extent, and 16.9 percent are neutral on the issue of fair value accounting and relevancy. As discussed in the literature review, one of the primary reasons for supporting fair value accounting had to do with its relevancy. The data for this question does indicate that there is greater belief that fair value accounting is more relevant than there is disbelief. However, the response results are not what were expected based on the extant research. The data for this question support the assertion that fair value accounting maybe more relevant than historical cost accounting, but there is significant dissention

Question 4 – Fair value accounting is more reliable than historical cost accounting. Table 18 and Figure 8 from Chapter Four indicate that 73 (30.8%) of the respondents strongly disagree with this statement, 79 (33.3%) moderately disagree, 27 (11.4%) neither agree nor disagree, 44 (18.6%) moderately agree, and 14 (5.9%) strongly agree that fair value accounting is more reliable than historical cost. Basically, 64.1 percent disagree, 24.5 percent agree, and 11.4 percent are neutral that fair value accounting is more reliable than historical cost. The data suggests that CPAs perceive historical cost to be more reliable than fair value. Again, this result is not unexpected based on the extent literature. However, it is not as clear cut as the debate would suggest. There is still a substantial percentage that feels that fair value accounting is more reliable than historical cost.

Question 5 – The tradeoff between reliability and relevance supports the use of fair value accounting. Table 19 and Figure 9 show that 67 (28.3%) of respondents strongly disagree with this statement, 64 (27.0%) moderately disagree, 49 (20.7%) neither agree nor disagree, 47 (19.8%) moderately agree, and 10 (4.2%) strongly agree that the tradeoff between reliability and relevance supports the use of fair value accounting. Of the total, 55.3 percent disagree, 24 percent agree, and 20.7 are neutral. The data suggest that CPAs perceive that trading off relevance for reliability does not support the use of fair value accounting. However, there is a significant amount of dissention and explains the amount of controversy over this issue.

Question 6 – The tradeoff between reliability and relevance supports the use of historical cost accounting. Table 20 and Figure 10 from Chapter Four show that 30 (12.7%) of respondents disagree with this statement, 54 (22.8%) moderately disagree, 61 (25.7%) neither agree nor disagree, 56 (23.6%) moderately agree, and 36 (15.2%) strongly agree. This is the inversus of Question 5. While CPAs may perceive that the tradeoff between reliability and relevance does not support fair value accounting do they feel that the trade off supports historical cost accounting? Of the total, 35.5 percent disagree, 38.8 percent agree, and 25.7 are neutral. The data gives no clear indication as to CPA’s overall perceptions on this issue. Some believe that the tradeoff does not support historical cost accounting, some believe it does, and others taking neutral position suggest that it neither does nor does not. Again, the disparity in responses highlights the controversy around this issue.
Question 7 – The benefits of fair value accounting outweigh the costs (preparation, audit, etc.). Table 21 and Figure 11 from Chapter Four show that 90 (38.0%) of the respondents strongly disagree with this statement, 59 (24.9%) moderately disagree, 42 (17.7%) neither agree nor disagree, 41 (17.3%) moderately agree, and 5 (2.1%) strongly agree that the benefits of fair value accounting outweigh the costs. Of the total, 62.9 percent disagree, 19.4 percent agree, and 17.7 percent are neutral. There is a clear indication that CPAs perceive that the costs associated with fair value accounting outweigh the benefits. However, there is some dissention with 19.4 percent believing that the benefits outweigh the costs. This is a pervasive constraint from the Hierarchy of Accounting Qualities from SFAC No. 2 (FASB, 1980). Based on the data, fair value accounting does not appear to meet this constraint.
Question 8 – Fair value accounting has better predictive value than historical cost accounting. Table 22 and Figure 12 from Chapter Four show that 47 (19.8%) of the respondents strongly disagree with this statement, 59 (24.9%) moderately disagree, 47 (19.8%) neither agree nor disagree, 63 (26.6%) moderately agree, and 21 (8.9%) strongly agree. Of the total, 44.7 percent disagree to some extent, 35.5 percent agree to some extent, and 19.8 percent are neutral that fair value accounting has better predictive value than historical cost accounting. The data suggests that more CPAs believe that fair value accounting does not have better predictive value than historical cost accounting. Predictive value is a primary ingredient to a primary decision-specific quality. In this case, that quality is relevance (FASB, 1980). Based on the data, the majority of CPAs do not believe that fair value accounting supports predictive value and, correspondingly, does not support relevance.
Question 9 – Fair value accounting has better feedback value than historical cost accounting. Table 23 and Figure 13 from Chapter Four show that 37 (15.6%)of the respondents strongly disagree with this statement, 44 (18.6%) moderately disagree, 52 (21.9%) neither agree nor disagree, 79 (33.35) moderately agree, and 25 (10.5%) strongly agree. Of the total, 34.2 percent disagree to some extent, 43.8 percent agree to some extent, and 21.9 percent are neutral on the issue. While the percent in agreement that fair value accounting has better feedback value, there is a significant proportion that do not. Again, this is an indication of the division of CPAs thinking on the issue and can explain why this topic is heavily debated. Feedback value is a primary ingredient to a primary decision-specific quality. In this case, that quality is relevance (FASB, 1980). The data seems to support fair value as having better feedback value and supports the relevance of fair value accounting.

Question 10 - Fair value accounting has better timeliness than historical cost accounting. Table 24 and Figure 14 from Chapter 4 show that 32 (13.5%) of the respondents strongly disagree with this statement, 45 (19.0%) moderately disagree, 50 (21.1%) neither agree nor disagree, 80 (33.8%) moderately agree, and 30 (12.7%) strongly agree that fair value accounting has better timeliness than historical cost accounting. Of the total, 32.5 percent disagree to some extent, 46.5 percent agree to some extent, and 21.1 percent are neutral that fair value accounting has better timeliness than historical cost accounting. While a larger percentage of CPAs agree, there is still a significant number that disagree. Timeliness is a primary ingredient to a primary decision-specific quality. In this case, that quality is relevance (FASB, 1980). Based on the data, there is support that fair value accounting supports the primary ingredient of timeliness and, as such, supports the quality of relevance.
Question 11 – Fair value accounting is more verifiable than historical cost accounting.  Table 25 and Figure 15 from Chapter Four show that 109 (46.0%) strongly disagree with this statement, 85 (35.9%) moderately disagree, 23 (9.7%) neither agree nor disagree, 16 (6.8%) moderately agree, and 4 (1.7%) strongly agree. Of the total, 81.9 percent disagree to some extent, 8.5 percent agree to some extent, and 9.7 percent are neutral that fair value accounting is more verifiable than historical cost. The data clearly shows the CPAs perceive that historical cost is more verifiable. This largely stems from the fact that amounts used in a cost basis regime can be directly tied to source documents supporting the transaction. Fair value accounting on the other hand is subjective to some extent and has to be calculated at each reporting period. Verifiability is a primary ingredient to a primary decision-specific quality. In this case, that quality is reliability (FASB, 1980). The data clearly shows that historical cost accounting meets this primary ingredient and supports the quality of relevance.
Question 12 – Fair value accounting has more representational faithfulness. Table 26 and Figure 16 from Chapter Four show that 47 (19.8%) of the respondents strongly agree with this statement, 63 (26.6%) moderately agree, 61 (25.7%) neither agree nor disagree, 49 (20.7%) moderately agree, and 17 (7.2%) strongly agree. Of the total, 46.4 percent disagree to some extent, 27.9 percent agree to some extent, and 25.7 percent are neutral that fair value has more representational faithfulness. A larger percentage of CPAs believe that historical cost has better representational faithfulness. That it better represents what it is suppose to report. While this is true, there is a large percentage that is neutral indicating that they may believe that neither provides better representational faithfulness than the other. Representational faithfulness is a primary ingredient to a primary decision-specific quality. In this case, that quality is reliability (FASB, 1980). The data shows that historical cost accounting meets this primary ingredient and supports the quality of relevance.

Question 13 – Fair value accounting is more neutral than historical cost accounting. Table 27 and Figure 17 from Chapter Four show that 79 (33.3%) strongly disagree with this statement, 87 (36.7%) moderately disagree, 48 (20.3%) neither agree nor disagree, 18 (7.6%) moderately agree, and 5 (2.1%) strongly agree. Of the total, 70.0 percent disagree to some extent, 9.7 agree to some extent, and 20.3% neither agree nor disagree that fair value accounting is more neutral than historical cost accounting. The data suggests that respondents perceive that historical cost accounting is more neutral than fair value accounting which is not surprising due to the subjective nature of fair value accounting. Neutrality is a primary ingredient to a primary decision-specific quality. In this case, that quality is reliability (FASB, 1980). The data shows that historical cost accounting meets this primary ingredient and supports the quality of relevance.

Question 14 – Fair value accounting is more comparable than historical cost accounting. Table 28 and Figure 18 from Chapter Four show that of the 237 respondents 47 (19.8%) strongly disagree with this statement, 65 (27.4%) moderately disagree, 39 (16.5%) neither agree nor disagree, 73 (30.8%) moderately agree, and 13 (5.5%) strongly agree. Of the total, 47.2 percent disagree to some extent, 36.3 agree to some extent and 16.5 percent are neutral that fair value accounting is more comparable than historical cost accounting. While the percentage disagreeing is higher than the percentage agreeing, that difference is not large. Comparability is a secondary interactive quality in the Hierarchy of Accounting Qualities (FASB, 1980) and the data seems to suggest that CPAs perceive that historical cost accounting has better comparability. Again, the data appears to support the level of controversy over this issue.
Question 15 – Fair value accounting is more consistent than historical cost accounting. Table 29 and Figure 19 from Chapter Four show that of the 237 respondents, 83 (35.0%) strongly disagree with this statement, 87 (36.7) moderately disagree, 36 (15.2%) neither agree nor disagree, 25 (10.5%) moderately agree, and 6 (2.5%) strongly agree. Of the total, 71.7 percent disagree to some extent, 13 percent agree to some extent, and 15.2 percent are neutral whether fair value accounting is more consistent than historical cost accounting. Clearly the data shows that respondents perceive historical cost accounting to be more consistent than fair value accounting. Consistency is a secondary interactive quality in the Hierarchy of Accounting Qualities (FASB, 1980) and is closely related to comparability. The results of this question are not surprising since historical cost would have limited changes to asset and liability values compared with fair value accounting. Based on the results, historical cost accounting appears to meet the requirements of the Hierarchy of Accounting Qualities on this issue more than fair value accounting does.
Question 16 – Income should be influenced by changes in the fair values of assets and liabilities. Table 30 and Figure 20 from Chapter Four show that of the 237 respondents, 82 (34.6%) strongly disagree with this statement, 76 (32.1%) moderately disagree, 28 (11.8%) neither agree nor disagree, 42 (17.7%) moderately agree, and 9 (3.8%) strongly agree. Of the total, 66.7 percent disagree to some extent, 21.5 percent agree to some extent, and 11.8 percent are neutral that income should be influenced by changes in the fair values of assets and liabilities. There is a clear indication that CPA’s do not believe that the change in asset and liability values should impact net income. The inclusion of changes of assets and liability values in the income statement hampers financial statement readers in assessing the income that is earned from the entities primary operations. Apparently, CPA practitioners do not believe that this is appropriate.
Question 17 – Fair value accounting should be used in all balance sheet accounts. Table 31 and Figure 21 from Chapter Four show that of the 237 respondents, 112 (47.3%) strongly disagree with this statement, 67 (28.3%) moderately disagree, 25 (10.5%) neither agree nor disagree, 27 (11.4%) moderately agree, and 6 (2.5%) strongly agree. Of the total, 75.6 percent disagree to some extent, 13.9 percent agree to some extent, and 10.5 percent are neutral that fair value accounting should be used in all balance sheet accounts. The data shows that there is significant support that fair value accounting should not be used in all balance sheet accounts. This has significant implications with respect to the harmonization of accounting standards. International Financial Reporting Standards use a fully applied fair value accounting philosophy. All accounts are reported at fair value which appears to be inconsistent with the perceptions of CPA practitioners.

Question 18 – I prefer fair value accounting over historical cost accounting. Table 32 and Figure 22 from Chapter Four show that of the 237 respondents 92 (38.8%) strongly disagree with this statement, 60 (25.3%) moderately disagree, 46 (19.4%) neither agree nor disagree, 31 (13.1%) moderately agree, and 8 (3.4%) strongly agree. Of the total, 64.1 percent disagree to some extent, 16.5 percent agree to some extent, and 19.4 percent are neutral on their preference of fair value accounting over historical cost accounting. There is strong evidence that the majority of CPAs prefer historical cost accounting over fair value accounting, yet U.S. Generally Accepted Accounting Principles are being pushed towards a fully implemented fair value accounting regime. The data clearly shows that practitioners are not on board with this direction.
Conclusions Relative to Hypothesis

The original hypotheses of this study were:

H01 – There is no difference between private and public accountants with respect to their preference for historical cost versus fair value accounting.

H11 – There is a significant difference between private and public accountants with respect to their preference for historical cost versus fair value accounting.

H02 – There is no difference between small/medium/large firm affiliation and an accountant’s preference for historical cost versus fair value accounting.

H12 – There is a significant difference between small/medium/large firm affiliation and an accountant’s preference for historical cost versus fair value accounting.

H03 – There is no difference between years of licensure and an accountant’s preference for historical cost versus fair value accounting.

H13 – There is a significant difference between years of licensure and an accountant’s preference for historical cost versus fair value accounting.

Table 89 from Chapter Four shows the impact of each of these independent variables on the model. As discussed in Chapter Four, Pillai’s Trace, Wilk’s Lambda, Hotelling’s Trace, and Roy’s Largest Root for LicenseYears were .276, .742, .325, and .215 respectively. The level of significance is .05 and all four measures were significant with values of .007, .006, .006, and .002 respectively. However, the Partial Eta Squared for each measure was .138, .139, .140, and .177 respectively. While LicenseYears does have an impact on the model, that impact, based on the low Partial Eta Squared values, is not strong.
Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for WorkType are .312, .719, .351, and .165 respectively. The values suggest that WorkType may have an effect on the model. However, only Roy’s Largest Root is significant at a value of .027. The rest of the measures were greater than .05 and are not significant. The Patial Eta Squared for all four measures are .104, .104, .105, and .142, respectively. The data indicates that WorkType does not have an effect on the model and even if it did, the effect would not be strong.
Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for FirmAffiliation are .246, .768, .284, and .191 respectively. These values suggest that FirmAffiliation may have an effect on the model. The significance values for all four measures are .031, .031, .030, .008 respectively. All measurer’s are significant with values less than .05 indicating that FirmAffiliation does have an effect on the model, but partial Eta Squared with values ranging of .123 to .160 suggest that FirmAffiliation does not have a strong effect on the model.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears*WorkType are .375, .671, .426, and .183 respectively. The values suggest that the combination of LicenseYears*WorkType may have an effect on the model. However, Pillai’s Trace, Wilk’s Lamda, and Hotelling’s Trace are not significant with values of .219, .214, and .209, respectively. Roy’s Largest Root was significant with a value of .011. The combination of LicenseYears*WorkType does not have an effect on the model.  
Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears*FirmAffiliation are .375, .672, .423, and .159 respectively indicating that the combination of LicenseYears*FirmAffiliation has an effect on the model. However, Pillai’s Trace, Wilks’ Lambda, and Hotelling’s Trace are not significant with values greater than .05 indicating that LicenseYears*FirmAffiliation does not have an effect on the model. Partial Eta Squared ranges from .094 to .137 indicting that if LicenseYears*FirmAffiliation did have an effect on the model, it would be small.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for WorkType*FirmAffiliation are .603, .520, .713, and .286 respectively indicating that the combination of WorkType*FirmAffiliation does have an effect on the model. Pillais’s Trace, Wilks’ Lambda, Hotelling’s Trace, and Roy’s Largest Root are significant with values greater than .05 indicating that WorkType*FirmAffiliation does have an effect on the model. Partial Eta Squared ranges from .101 to .223 indicating that WorkType*FirmAffiliation effect on the model is small.

Pillai’s Trace, Wilks’ Lambda, Hotelling’s Trace and Roy’s Largest Root for LicenseYears*WorkType*FirmAffiliation are .371, .675, .417, and .162, respectively indicating that the combination of LicenseYears*WorkType*FirmAffiliation have an effect on the model. However, Pillai’s Trace, Wilks’ Lambda, and Hotelling’s Trace are not significant with values greater than .05 indicating that LicenseYears*WorkType*FirmAffiliation does not have an effect on the model. Partial Eta Squared ranges from .093 to .139 indicating that if LicenseYears*WorkType*FirmAffiliation did have an effect on the model, it would be small.

In summary, LicenseYears, FirmAffiliation, and the combination of WorkType*FirmAffiliation all have an effect on the model. In other words, the number of years that a CPA has held their license, the size of the firm that they work for, and the combination of the type of work they do and the size of the firm they work for can explain differences in the respondent’s answers. However, these effects are very small which is evidenced by the findings from the Contrast Results.
 Table 90 from Chapter Four presents the contrast results from comparing the answers from CPAs who have held their license zero to six years with CPAs who have held their license six to ten years. As table 90 indicates none of the questions were significant with values greater than .05. Table 90 also illustrates the results of comparing the Reponses of CPAs who have held their license more than ten years with those holding their license zero to five years. Again, all values were greater than .05 and none of the questions was significant. The original null hypothesis was: H03 – There is no difference between years of licensure and an accountant’s preference for historical cost versus fair value accounting. Based on the fact that none of the questions were significant, the null hypothesis is accepted. There is no difference in a CPA’s preference for historical cost accounting over fair value accounting based on years of licensure.

Table 91 from Chapter Four illustrates the contrast results from comparing the answers from CPAs that work in public accounting with those that work in private accounting. As the table shows, all of the questions had significant values greater than .05 and none of the questions are significant. The original null hypothesis was H01 – There is no difference between private and public accountants with respect to their preference for historical cost versus fair value accounting. Based on the significance values obtained, the null hypothesis is accepted. There is no difference between CPA’s preference for historical cost accounting compared to fair value accounting based on their nature of work.

Table 92 presents the contrast results from comparing the answers of CPAs who work for large firms with those who work for medium and small sized firms. In comparing answers form CPAs who work for large sized firms with those that work for small sized firms, all questions were not significant with the exception of question seven. Question seven was significant at a value of .029. In comparing answers from CPAs who work for large sized firms with those that work for medium sized firms, none of the questions were significant. The original null hypothesis was: H02 – There is no difference between small/medium/large firm affiliation and an accountant’s preference for historical cost versus fair value accounting. Based on the fact that all questions, with the exception of question seven, were not significant the null hypothesis is accepted. There is no difference between CPA’s preference for historical cost accounting compared to fair value accounting based on firm affiliation. 

Implications and Recommendations – Significance of Study


Through out the literature, there is an indication that the debate over fair value accounting versus historical cost accounting is a debate over relevance versus reliability. However, this study shows that it is much more than that. While reliability and relevance are primary ingredients in the Hierarchy of Accounting Qualities, the area for difference between the two regimes is based on many more factors. The extant literature has not examined this issue in any detail and this study provides a look at what these factors are and some type of measure as to what is most appropriate for CPA practitioners in the United States. 

Based on the results of the survey, there are areas that clearly support the use of historical cost accounting over fair value accounting. Specifically, there is a strong preference for historical cost accounting based on financial statement understandability, reliability, the tradeoff between relevance and reliability, the cost-benefit relationship, verifiability, neutrality, and consistency. Additionally, the majority of the respondents do not believe that net income should be influenced by changes in the fair values of assets and liabilities, that fair value accounting should be used in all balance sheet accounts, and that they prefer fair value accounting over historical cost accounting. 
Some of the key components contained in SFAC No. 2 support the use of historical cost over fair value accounting. Based on the survey, fair value accounting compared to historical cost does not meet the cost benefit relationship criteria, is less understandable, is less useful in decision making, is less reliable based on the primary ingredients of verifiability, representational faithfulness, and neutrality, is less comparable, and is less consistent. While the survey results show that respondents believe that fair value accounting is more relevant, they do this based primarily on predictive value. The results for the other ingredients of the primary quality of relevance, timeliness and feedback value are mixed. Using SFAC No. 2 as a decision making guide, coupled with the survey result, would suggest that historical cost would be chosen as the appropriate accounting regime. However, that is not what is happening with U.S. GAAP at this point. There appears to be a disconnect between what CPA practitioners believe and the direction that the Financial Accounting Standards Board is heading.
The march to a fully employed fair value accounting regime certainly is fueled by the efforts towards accounting harmonization. The Securities and Exchange Commission has already indicated its intent to see that there is a successful harmonization and a single set of global accounting standards. However, U.S. based CPAs have been using historical cost for over 100 years. As the survey shows, their attitudes and perceptions are not in line with fair value accounting and the standard setting bodies need to stop and readdress this issue. While practitioners can be forced to apply the standard, this certainly is not what many expect from their standard setting body. This is an integral issue which must be addressed if there is going to be a mutually satisfying global set of standards.
While the survey did not specifically address the concept of conservatism as it relates to accounting standards and practice, it does have significant impact on the issue. Current U.S. GAAP has imbedded the concept of conservatism in various forms (lower of cost or market relating to inventory valuation, allowance for uncollectible accounts, etc.) and when the there is a choice between two accounting alternatives, select the more conservative of the two. Fair value accounting allows for the write up of asset values that simply is not allowed under historical cost. From a conservatism standpoint, this is problematic. While fair value accounting may be the convenient solution, it does not appear to be supported by CPA practitioners in the United States nor does it seem to be supported by the Financial Accounting Standard Board’s Statement on Financial Accounting Concepts No. 2.
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APPENDIX B

CPA Perceptions on Fair Value Accounting

CPA Perceptions on Fair Value Accounting

Please respond to the following statements:

	Question

Number
	
	1

Strongly Disagree
	2 

Moderately Disagree
	3

Neither Agree 

nor Disagree
	4

Moderately Agree
	5

Strongly Agree

	1.
	Financial statements prepared based on fair value accounting are more understandable than those based on historical cost accounting.
	
	
	
	
	

	2.
	Financial statements prepared based on fair value accounting are more useful than those based on historical cost accounting
	
	
	
	
	

	3.
	Fair value accounting is more relevant than historical cost accounting.
	
	
	
	
	

	4.
	Fair value accounting is more reliable than historical cost accounting.
	
	
	
	
	

	5.
	The tradeoff between reliability and relevance supports the use of fair value accounting
	
	
	
	
	

	6.
	The tradeoff between reliability and relevance supports the use of historical cost accounting
	
	
	
	
	

	7.
	The benefits of fair value accounting outweigh the costs (preparation, audit, etc.)
	
	
	
	
	

	8.
	Fair value accounting has better predictive value than historical cost accounting.
	
	
	
	
	

	9.
	Fair value accounting has better feedback value than historical cost accounting.
	
	
	
	
	

	10.
	Fair value accounting has better timeliness than historical cost accounting
	
	
	
	
	

	11.
	Fair value accounting is more verifiable than historical cost.
	
	
	
	
	

	12.
	Fair value accounting has more representational faithfulness.
	
	
	
	
	

	13.
	Fair value accounting is more neutral than historical cost accounting.
	
	
	
	
	

	14.
	Fair value accounting is more comparable than historical cost accounting.
	
	
	
	
	

	15.
	Fair value accounting is more consistent than historical cost accounting.
	
	
	
	
	

	16.
	Income should be influenced by changes in the fair values of assets and liabilities.
	
	
	
	
	

	17.
	Fair value accounting should be used in all balance sheet accounts
	
	
	
	
	

	18.
	I prefer fair value accounting over historical cost accounting.
	
	
	
	
	


19. Please provide some comment on your beliefs, perspectives, and concerns when considering fair value accounting (maximum 500 characters).

Demographic Information

I am a:

Female ____

Male_____

I have had my CPA license for:





0-5 years________





6-10 years________





More than 10 years______

I primarily work in:




Public Accounting________




Private Accounting________




Education_____________




Other___________


I work for a:



Large firm (more than 20 partners or 250 employees) _______



Medium firm (between 6 – 20 partners or less than 250 employees) ______



Small firm (less than 5 partners or 20 employees) _______

If you would like to be entered into the drawing for one of three $100 contributions to a charity of your choice, please include your email. My email is ______________________

APPENDIX C

Survey Cover Letter

Dear GSCPA Member,


You are cordially invited to participate in a research study. The purpose of this research study is to identify CPA’s perceptions concerning fair value accounting. Additionally, this study is being completed as a requirement for a doctoral degree in business administration with an accounting concentration through Argosy University. If you participate in this research, you will be asked to complete a brief survey. This survey includes questions concerning your attitudes and perceptions regarding fair value accounting. Additionally, specific demographic information is requested concerning how long you have been licensed as a CPA, years of experience, firm affiliation, as well as gender.

Your participation will take approximately five to ten minutes. 

Your participation in this research is strictly voluntary. You may refuse to participate at all, or choose to stop your participation at any point in the research, without fear of penalty or negative consequences of any kind.

The information/data you provide for this research will be treated confidentially, and all raw data will be kept in a secured file by the researcher. Results of the research will be reported as aggregate summary data only, and no individually identifiable information will be presented. 
You also have the right to review the results of the research if you wish to do so. A copy of the results may be obtained by contacting the researcher at the address below:


William H. Lloyd



107 Akeley



Lock Haven University



Lock Haven, PA 17745


In appreciation of your participation in this study, you may elect to be included in a drawing for three (3) $100 contributions to a charity of your choice in your name.

The results of this study are expected to provide data on CPA’s perceptions with respect to fair value accounting and provide insight to the preference CPAs have concerning fair value versus historical cost based accounting.

Participation in the survey indicates that you have read and understand the information explaining the purpose of this research and your rights and responsibilities as a participant and designates your consent to participate in this research study, according to the terms and conditions outlined above in this email.

Sincerely,

William H. Lloyd, MBA, CPA, CLU, ChFC
Assistant Professor of Accounting

Lock Haven University
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