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Appraisal on the transformation of accounting
standard-setting basis in united states

LI Gurrong

(School of Accounting, Xi” an Jiaotong University, Xi’an 710061, China)

Abstract: After Enron incident, in order to improve the quality of financial reporting, the United States aban-

doned rule-based model for principle-based model to set accounting standards. Our analysis indicated that for U-

nited States, there were deep historical backgrounds to use rule-based model. The accounting standards based on

the rules have many defects, but the principle-based model can overcome the defects produced by rule-based

model, because the principle-based model stresses the application of accounting principle and the professional

judgment. Nevertheless, the principle-based model has some flaws, which needs related conditions supporting

for its being put into effect.

Key words: accounting standards; accounting standard setting; rule-based; principle based
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