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Positive Accounting Theory explains why 

companies select certain accounting policies. The 

structure of companies comprises shareholders 

as principal and management as agent. Both of 

them have conflict of interest. The key problem is 

information asymmetry between principal and 

agent. Therefore, shareholders doubts whether 

managers do their work for principalûs benefit. 

The subsequent problems are corporate 

governance and adverse selection process. This 

article provides examples of research papers 

relating to Positive Accounting Theory.  
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