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2. Literature Study

2.1. Entity Theory

Entity Theory or entity theory regards the company as an
entity separate from its owner. There are two different views
in the entity theory even though both lead to the same
resolution, the stewardship and accountability. The first
version is a version of the traditional view that the company
operates for the benefit of shareholders, that is, people who
invest their funds in the company. In this case, treating
accounting as a business entity reports to shareholders on the
status and the consequences of their investments. While the
second version, the newer view of the entity theory, assumes
that an entity is a business for him interested in the survival
and development. Although both versions put the entity as an
independent unit, but there is little difference between the

two concepts. Traditional views of shareholders are still
positioned as "participants" (associates), while a new
perspective over shareholder position as outsider.
Nevertheless, it is considered not affect the information
content of accounting reports presented by the company.
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