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Abstract i 1

Abstract
v

There is a close relation between accounting and property rights. During
their developments, they have made great progress by way of mutual influ-
ence. Above all, property rights theory provides a new perspective on analy-
zing accounting theory, which also is good to making up for shortcomings of
property rights theory. Then, the unanimity between them is a fundamental
reason for developing Property Rights Accounting. In addition, Property Rights
Accounting has important pioneering spirits compared with traditional account-
ing. Moreover, the research pattern of property rights analysis is adapted to the
requirement of accounting reform.

Property right was formed in the process of internalization of externalities.
Accounting thoughts and actions birthed in the "exclusive public property
rights" period ( late primitive societies) , developed in the "state property ( state
ownership) period" (slave and feudal society), and peaked in the "private
property" period ( capitalist). Moreover, the process of externalities internali-
zation is not only the origin of property rights, but also the origin and develop-
ment of accounting thoughts and behaviors. The outcome of externalities inter-
nalization results in property rights, however, the process of externalities inter-
nalization results in accounting. In essence, the relationship between property
rights and accounting is the relationship between results and processes.

As a micro-measuring system, accounting plays a most basic, most impor-
tant and most workable role in the process of protecting property rights, reali-
zing property rights benefits and internalizing externalities. The outcome of ex-

ternalities internalization results in property rights, however, the process of ex-
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ternalities internalization results in accounting. Moreover, accounting for the
contribution to the internalization of externalities is inherent. The essence of
accounting is the internalization of externalities, the objective of accounting is
to internalize externalities, the functions of accounting are defining & protecting
financial rights, and the object of accounting is financial rights. Accounting is a
measuring system of internalizing externalities by way of defining & protecting
property rights with GAAP based on the currency as the main measuring pat-
tern.

Accounting plays a basic role in the orderly running of market economy.
The effectiveness of property rights protection depends on the accuracy of ac-
counting measurement. In the modern market economy, "property dualism"
including entity property rights economy and fictitious property rights economy
determines "accounting measurement bases dualism" which contains the histor-
ical cost measurement (HCM) bases and the fair value measurement (FVM)
bases. It argues that the best protection way for entity property rights economy
is historical cost measurement bases, while the best protection way for fictitious
property rights economy is fair value measurement bases. Accounting conserva-
tism can be categorized as two forms: conditional conservatism and uncondi-
tional conservatism. The former applies to the entity property rights and it’s
contrary to FVM. However, the latter applies to entity property rights and part
of fictitious property right and fit with FVM. As for the measurement bases,
History cost and accounting conservatism are connected. Fair value is reversely
connected with unconditional conservatism while linked with conditional con-
servatism.

This book considers that reality of auditing information is the combination
of rationality of outcome and procedural rationality. Then, it constructs a
"Property Rights District" concept and the "Three Districts" mechanism as a
new analysis way. We find that auditing information distortion includes two
sides: innate distortion and real distortion. Above all, the variation between
audit district order and property rights order is basic cause of innate distortion.

In addition, there are three divisions about real auditing information distortion.
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Among them, the difference between auditing standards and audit district or-
der, which makes auditing information unreal caused by rules, is a major
cause of real auditing information distortion. Last but not least, in order to gov-
ern auditing information distortion, we put forward different methods matching
different causes.

Positive transaction cost in our real world leads to incomplete contracts
and needs property rights protection. The core of protecting property rights is
defining property rights correctly. Accounting has the function of deciding and
defending property rights in microcosmic level. However, defining property
rights function of law in macrocosmic level should base on accounting. The es-
sence of property rights protection is preserving " Property Rights District
Order" . Moreover, the way of how to preserve "Property Rights District
Order" is property rights optimization, whose object is symmetrical allocation
of surplus control rights and residual claim rights under the balance among re-
sponsibility, right and obligation. Recently, we should focus on optimization
of manpower capital property rights. Enforcing corporate property rights optimi-
zation need by virtue of corporate governance, which is good to property rights
improvement if betterment. Last but not least, residual property rights and sur-
plus corporate governance is a concentrated district of corporate property rights
optimization.

There is a close relationship between fair value, property rights and ac-
counting. Above all, pursuing value measurement is an intrinsic requirement
on the origin, development and change of accounting. In addition, value
measurement realizes the logical unanimities between fair value and property
rights accounting. Moreover, affirming or protecting property rights, and com-
pleting accounting’s mission require value measurement, which is a sharp
weapon. In reality, fair value measurement basis is the best realization of value
measurement, and the best of integration with dreams and reality.

This book reflected on the "whether the value relevance of accounting in-
formation improved" as the standard measure of the accounting reform effec-

tiveness and proved that judging the accounting reform effectiveness by only
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testing whether accounting information value relevance increased was incom-
plete under the emerging and imperfect capital market countries. By examining
the content and relation among accounting income, comprehensive income
and economic income. This book demonstrated the accounting reform
effectiveness’s measuring criteria for emerging market economies, which was
that accounting income should be close to comprehensive income and eco-
nomic income, and gave specific measurement methods and judging criteria
based on property rights protection view and integration of outcome rationality
and procedural rationality.

Modern accounting possesses the function of property rights protection.
Accounting public domain covers two dimensions of order level and institution-
al level, which respectively become the reason of congenital distortion and rule
distortion of accounting information. Accounting standards in economic history
has changed from the type of "legal compliance" to the type of "financial
expectation" , which aims at unifying the protection of entity property rights
and virtual property rights. Public domain, caused by the deviation of account-
ing standards from accounting district order, is the fundamental reason of ac-
counting standards changes, whose internal logic is from accounting habits to
accounting practices, accounting social norms, and accounting standards. Ef-
fective accounting standards should comply with valid legal system of property
to realize the synchronous change.

Accounting is the foundation of orderly operation and sustainable develop-
ment of a country and even the world economy. Protection of property rights is
the basic function of modern accounting. Property rights foundations of interna-
tional convergence of accounting standards are defining property rights precise-
ly, exchanging property rights equivalently and protecting property rights effec-
tively. This book describes the latest progress of international convergence of
Chinese Accounting Standards, analyses positive economic consequences of
standards convergence from financing from abroad, information transparency,
accounting professionals and anti-dumping investigation dimension and discus-

ses the negative economic consequences of standards convergence from the le-
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gal system dimension. We propose to promote ongoing and comprehensive
convergence strategy implementation from the implementation of the "triple"
presentation, active participations in IFRS formulation and the establishment of
a multi-level communication mechanism with IASB.

Accounting plays the most basic, most important and most operational role
in the process of precisely defining property rights and effectively protecting
property rights. In order to obtain income of standards changes, reduce imple-
mentation costs and improve adaptive efficiency, China has established CAS for
large and medium-sized enterprises and SES for small businesses based on inde-
pendence concept, which implies the formation of dual structure accounting
standards. This book gives a comparison between CAS and SES and discusses
their adaptive efficiency problems respectively.

The body of accounting and legal system of the Britain and the United
States consists of the constitution, property law, contract law, law of tort, in-
heritance law, company law, the stipulation of property rights and quantities in
the bankruptcy law as well as the accounting standards. The continental law is
mainly composed of the constitution, civil law, commercial law, company law
and tax law. While the body of accounting and legal system of the Britain and
the United States has higher adaptive efficiency by contrast. This book demon-
strates that the continental pattern is an inevitable choice for China to establish
a well-ordered market economy by using the SSP model, at the same time, de-
signs framework of the Chinese accounting legal system which covers five lev-
els.

Accounting legal institution optimization is designed for civil law system
countries. It aims to realize the integration and basic control of "property
rights" , and to improve the adaptive efficiency of the system. There are two
optimization paths as follows: If adhering to the "local characteristic" , the opti-
mal choice is to formulate or revise the legal system terms, and initiate a sepa-
rate formulation or revision of supplement accounting system procedures in the
mean time. The suboptimal choice is to provide emergency temporary account-

ing treatment provisions for new economy business, and start the synchroniza-
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tion modification program of accounting institution and legal system. If adhe-
ring to the "international convergence" , the choice should be based on the
new accounting system after convergence. When the accounting system be-
longs to the proper accounting behavior rules, it should be gradually supple-
mented ( compatible or unspecified) or amended (when in conflict). Con-
versely, it is recommended to take " footnote disclosures" or " triple
presentation" as ways to provide basic data source for the legal system opera-
tion. Accordingly, this book presents a Chinese accounting institution system
optimization implementation plan.

There are some major initiatives about building a public-finance system,
such as classification of government revenue and expenditure reforms, the
preparation of departmental budgets, centralized treasury payment system and
the government procurement system, whose accounting implications were dis-
cussed in This book. On this basis, combined with the construction of public
finance background, this book explained the specific content of the urgent re-
form following five aspects: government accounting objectives, scope of gov-
ernment accounting application and accounting objects, government account-
ing entities, accounting foundation and government financial reporting.

There is a new consensus in theorists that government accounting is consti-
tuted of budget accounting and financial accounting by two relatively inde-
pendent systems. Nowadays, the dual structure pattern of government account-
ing has already formed, which decides us to need urgently use the dual struc-
ture to research the exquisite building of government accounting concept
framework in order to direct government accounting reform. In This book,
combining with the dual structure, we discuss government accounting objec-
tives, objects and applicable scope, entities, qualitative characteristics of infor-
mation, accounting basis and measurements, government accounting ele-
ments, government financial reports and the expression form of government ac-
counting concept framework.

Creating an internal control framework enables the effective implementa-

tion of policy makers idea of protecting people’s property rights, which is the
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basis of property rights within government control. Objectives of government
internal control should be reasonably fair distribution of national resources,
safely usage of national financial funds and high efficiency and good effect of
public services. Government internal control includes five elements, internal
environment, risk assessment, control activities, information and communica-
tion and internal oversight, and its implementation mechanism involves three
aspects, improvement of internal audit, strengthening external oversight and

accelerating the construction of government accounting standards.
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