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KARHNE OBFFE

A Study on Accounting Measurement:
Approach by J. R. Hicks’s Income Concept

TORIKAIL Yuichi

This paper studies on accounting measurement, which is a long outstanding issue in the
conceptual framework and is now being discussed in the Exposure Draft, Conceptual
Framework for Financial Reporting issued by the International Accounting Standards
Board in May 2015, from the perspective of the income concept by the economic theory.

The conceptual framework applies ‘the asset and liability view’, which defines the income
by an increase of asset and a decrease of liability, ie. a measure by an increase of net
economic resource in an entity during a period. Therefore, it is often discussed that the
measurement of income by ‘the asset and liability view’ bears a similarity to the income
concept by the economic theory which defines it as an increase of wealth grounded on the
income concept by J. R. Hicks, i. e. a man’s income is defined as the maximum value which
he can consume during a week, and still expect to be as well off at the end of the week as
he was at the beginning.

After confirming that the objective of accounting measurement finally reduces to the
measurement of income, the paper explores the difference between the income concept
indicated by accountants and the one indicated in the economic theory from the concept of
an individual income by J. R. Hicks and the mixed economic income by S. S. Alexander who
succeeded the J. R. Hicks’'s income concept and expanded it to the income concept of an
entity.

Based on this exploration, the paper prospects the legitimacy and the future possibility
of the income concept by the accounting measurement with historical cost and current
value provided in the Exposure Draft by looking at the ex-post income by J. R. Hicks which
1s accountants’ income concept and the variable income by S. S. Alexander who succeeded

it and refined the ex-post income.
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