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Abstract

This paper addresses the question of how and why the use of fair values in accounting

acquired significance prior to 2007 despite widespread opposition. An answer is

suggested in terms of four mutually supporting conditions of possibility which gave the

proponents of fair value institutional support and strength which their opponents

lacked. First, fair value enthusiasts could draw on the background cultural authority of

financial economics. Second, the problem of accounting for derivatives provided a

platform and catalyst for demands to expand the use of fair values to all financial

instruments. Third, the transformation of the balance sheet by conceptual framework

projects from a legal to an economic institution created a demand for asset and liability

numbers to be economically meaningful, a demand which fair value could claim to

satisfy. Fourth, fair value became important to the development of a professional,

regulatory identity for standard‐setters. These four conditions, though not sufficient in

themselves, added up to a weakening of a transactions‐based, realization‐focused

conception of accounting reliability in favour of one aligned with markets and valuation



 

We Care About Your Privacy

We and our 845 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/rabr20
https://www.tandfonline.com/loi/rabr20
https://www.tandfonline.com/toc/rabr20/40/3
https://www.tandfonline.com/toc/rabr20/40/3
https://www.tandfonline.com/toc/rabr20/40/3
https://www.tandfonline.com/journals/rabr20
https://www.tandfonline.com/author/Power%2C+Michael
https://doi.org/10.1080/00014788.2010.9663394
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F00014788.2010.9663394&pubId=44121032&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/ref/10.1080/00014788.2010.9663394?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/00014788.2010.9663394?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/00014788.2010.9663394?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/00014788.2010.9663394?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/00014788.2010.9663394
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

‘Fair Value’ accounting as the normative Fisherian phase of accounting

Source: Informa UK Limited

Standard-setting measurement issues and the relevance of research

Source: Informa UK Limited

The crisis of fair-value accounting: Making sense of the recent debate

Source: Elsevier BV

Accounting in its social context: Towards a history of value added in the United

Kingdom

Source: Elsevier BV

Separating the Political and Technical: Accounting Standard-Setting and Purification†

Source: Wiley

models. An interesting consequence is that auditing standard‐setters found themselves

forced into a reactive role.

 Keywords:: fair value accounting measurement reliability financial economics accounting policy

financial instruments

Notes

Michael Power is Professor of Accounting at the London School of Economics and

Political Science. This paper is based on the 2009 P.D. Leake lecture delivered at

Chartered Accountants’ Hall, London on 15 October 2009. The lecture was entitled ‘Fair

value: the influence of financial economics on accounting’. The author is grateful for

the financial support of the charitable trusts of the Institute of Chartered Accountants in

England and Wales and for the invaluable comments of: Michael Bromwich, Robert

Hodgkinson, Richard Laughlin, Andrew Lennard, Richard Macve, Christopher Napier,

Brian Singleton‐Green and Geoffrey Whittington.

Correspondence should be addressed to: Professor Michael Power, Department of

Accounting, London School of Economics and Political Science, Houghton Street, London

WC2A 2AE, UK. Tel: 00 44 207 955 7228. E‐mail:m.k.power@lse.ac.uk.

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F21552851.2018.1541000&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00014788.2007.9730079&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.aos.2009.04.003&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0361-3682%252885%252990002-9&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1911-3846.12046&type=Scholix
https://www.tandfonline.com/keyword/fair+value+accounting
https://www.tandfonline.com/keyword/measurement
https://www.tandfonline.com/keyword/reliability
https://www.tandfonline.com/keyword/financial+economics
https://www.tandfonline.com/keyword/accounting+policy
https://www.tandfonline.com/keyword/financial+instruments


Making imaginary worlds real : the case of expensing employee stock options

Source: Elsevier BV

Professional Research, Lobbying and Intangibles: A Review Essay

Source: Informa UK Limited

The qualitative characteristics of financial information, and managers’ accounting

decisions: evidence from IFRS policy changes

Source: Informa UK Limited

The Worth of Fair Value Accounting: Dissonance between Users and Standard Setters

Source: Wiley

The winding road to fair value accounting in China: a social movement analysis

Source: Emerald

Biodiversity reporting in Denmark

Source: Emerald

The Improbability of Fraud in Accounting for Derivatives: A Case Study on the

Boundaries of Financial Reporting Compliance

Source: Informa UK Limited

Reading the right signals and reading the signals right: IPE and the financial crisis of

2008

Source: Informa UK Limited

Outlining regulatory space: Agenda issues and the FASB

Source: Elsevier BV

Making up users

Source: Elsevier BV

Risk-related disclosure: a review of the literature and an agenda for future research

Source: Informa UK Limited

The transformation of business finance into financial economics: The roles of academic

expansion and changes in U.S. capital markets

Source: Elsevier BV

An Essay on the Division of Expert Labor

Source: University of Chicago Press

Accounting and taxation: Conjoined twins or separate siblings?

Source: Informa UK Limited

Accounting Practitioners' Attitudes toward Accounting Harmonization: Adoption of IFRS

for SMEs in Italy

Source: American Accounting Association

Constructing a Market, Performing Theory: The Historical Sociology of a Financial

Derivatives Exchange

Source: University of Chicago Press

Non-technical skills for managing risk and performance in financial trading

Source: Informa UK Limited

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.aos.2008.12.001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00014788.1992.9729864&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00014788.2015.1044495&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1911-3846.12342&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Faaaj-06-2015-2089&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Faaaj%253A02-2013-1232&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09638180.2018.1494022&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09692290.2013.804854&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0361-3682%252894%252990013-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.aos.2005.12.005&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F01559982.2019.1584953&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0361-3682%252886%252990029-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.7208%252Fchicago%252F9780226189666.001.0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.accfor.2016.12.003&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2308%252Fjiar-52278&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F374404&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13669877.2014.1003319&type=Scholix


EDITORIAL

Source: Wiley

Fair value's effects on closed-end funds' discounts and premia: is level 3 the sole

perpetrator?

Source: Emerald

To Fair Value or Not to Fair Value: A Broader Perspective

Source: Wiley

The invention of operational risk

Source: Informa UK Limited

Audits of Complex Estimates as Verification of Management Numbers: How

Institutional Pressures Shape Practice

Source: Wiley

Value Relevance of Fair Values—Empirical Evidence of the Impact of Market Volatility†

Source: Wiley

Making things auditable

Source: Elsevier BV

Fair Value and the IASB/FASB Conceptual Framework Project: An Alternative View

Source: Wiley

IAS 39: Where Different Accounting Models Collide

Source: Informa UK Limited

Exploring the interface between accounting and finance

Source: Elsevier BV

The unstable core of global finance

Source: Wiley

The Return of Stewardship, Reliability and Prudence – A Commentary on the IASB’s

New Conceptual Framework

Source: Informa UK Limited

The Logic of Pension Accounting

Source: Elsevier BV

Accounting innovation beyond the enterprise: Problematizing investment decisions

and programming economic growth in the U.K. in the 1960s☆

Source: Elsevier BV

Epistemic commitment and cognitive disunity toward fair-value accounting

Source: Informa UK Limited

Institutional Dynamics of Regulation

Source: Cambridge University Press

 

Linking provided by  

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-6281.2008.00266.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Fmf-04-2018-0163&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-6281.2008.00257.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09692290500240271&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1911-3846.12104&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1911-3838.12045&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0361-3682%252895%252900004-6&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-6281.2008.00255.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F0963818042000262711&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.aos.2009.05.002&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Frego.12052&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F17449480.2019.1645960&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.1803352&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0361-3682%252891%252990022-7&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00014788.2014.938012&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fcbo9780511488665&type=Scholix
https://scholexplorer.openaire.eu/
https://www.addtoany.com/share


Related research 

Recommended articles Cited by 

166

Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

People also read

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

