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Tha Honorabla John D. Dingell 
U.9. Houoe of Reprebentatives 
2328 Rayburn House Office Building 
Washington, D.C. 20515-2216 

The Honorable Edward J. Harkey 
U.S. Houcle of Rapresantativcs 
2133 Rayburn House Office Building 
Washington, D.C. 20515-2107 

Gentlemen: 

I am writing in rropome to the  interest that you 
expreesed, in our meetings earlier this year, in 
strengthening the financial accounting standards-setting 
procosn . 
It is clear to ma #at the financial accounting and 
disclosure system is of critical importance to the health 
of the U.S. economy. 3ound accounting and disclosure 
rules promot. efficiency, facilitate the allocation of 
resources, and provide for fair competftion. Unsound 
rules can increase coats, divert acarce economic resourcas 
from more productivr activities, and put U.S. companies at 
a compatftive disadvantage ver61us their international 
counterparts. 

The U.S. currently enjoys the best accounting and 
dioclosure ryrtem in the world, but ua run the r i s k  of 
losing that edge if we do not continually work to 
reinvigorate and protect the independence and 
effectiveness of the Financial Accounting Standards 
Board's rule-making process. The process must be focussed 
on areas whare the need for rule-maJcing is greatest, open 
and balanced 80 a6 to rsmafn free from undue influence 
from any quarter, and sensitive to the economic 8nd public 
policy implications of its rules. 
needed to achieva the substantial consansus that is 
e~sential to a healthy private-sector rule-making process. 

Deepite the many strengths of the FASB process, concern is 
all t oo  frequently expressed over unneeded rule-making 
initiatives, pressure on the hdependonce of the FASB, and 
decisions that fail to consider real-world ramifications. 

These attributes are 
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The result is an erosion of confidence in t h o  FASB and an 
unacceptably low level of consensus in its rulings. 

Two epecific areas where improvements may be possible are 
the agenda process and consensus-building. 

At present, agenda deCi8iOnS aa to what projects should be 
takan up, t h e  progruas of projects, and their relative 
priorities are made by the FASB without benefit of formal 
due procesa procedure6 and without rigOrOU8 evaluation. 
The result is a technical agenda that devotes excessive 
reaources to projects for which there is little or no 
demand on t h e  part of the FASB's constituents, diluting 
the effort expended on truly important matters. 

One posnible approach to inproving the process would be to 
establish a new forum to provide agenda guidance to tho 
FASB. The function 02 this L o r n  would be to gather, 
evaluate, and balance the views of the FASB'e conatituanta 
on agenda matters. Specific accounting rulings would 
remain tha sole  province of the FhSB, and its independence 
in this regard would be reaffirmed and assured. 

This agenda effort would have the direct involvement of 
tho Sacurities and Exchange Commission. It would draw on 
active, senior-level individuals who are not directly 
involved in technical accounting and reporting matters and 
would include representatives of government, business, 
auditors, and investors and creditors. Unlike the FASB's 
standard-setting activities, where accounting concepts are 
paramount, economic and public policy interests would .be 
given f u l l  consideration. 

Such a group would provide a degree of perspective, 
authority, and con~ensus on agenda matters that is not 
presently available to the FA%. The result should be a 
more focussed rule-making process. 

A second major source of concern is t h e  lack of Consensus 
embodied in the FASB's rules. 

The structure of the FASB provides for board members to be 
drawn from the various constituencies and not dominated by 
any one segment, and the FbSB's due process procedures are 
designed to encourage full participation by all. 
Nevertheless, the rule-making process in practice simply 
doma not produce final rules that reprasent reasonable 
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consensus views. In fact, in many cases it seems that 
there is a widespread consensus against the FASB pos i t i on .  

I would have no interest in any action that would weaken 
the P U B ,  rondcr it unabla to deal with contentious 
isou86, or build in a bias towards the views of business 
or any other group. Such a result would be unacceptable. 

I do believe that the process has to be made more 
effective at analyzing hsues and building consensus, and 
it seems to me that the answer may lie in strengthening 
the support provided by the FASB s t a f f  to individual board 
membera. J u t  a8 rach member of Congress is supported by 
a dedicated staff and each justice of the Supreme Court is 
supported by dedicated clcrke, I would propose that each 
FASB member b. supported by a dedicated technical staff. 
The central staff would be reduced accordingly and provide 
primarily administrative services. 

I believe thia concept would enhance the quality of . 
rmaaarch, analysis, debate, and problem-solving at the 
FASB juat as it does in our governmanta1 institutions. 
And I believe that the result would be a far greater 
degree of consensufi in the FASB's rules. 

Both of the ideas that I have suggested -- giving the FASB 
an authoritative source for agenda guidance and 
strengthening the role of the technical staff -- are 
intended to enhance the indapndcnce and effectiveness of 
its etandard-netting activities, and I am open to any 
other thoughts as well. I auggest that our staff 
representatives explore whether these ideas might be 
developed to serve as a basis for Zurther and more 
specific discussion. 
these lines, or in soma other fashion, please let me know. 

If you would like to proceed along 
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