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Abstract
The article briefly outlines the main requirements of the financial report, the true and fair view, the main differences between the Continental and Anglo-Saxon accounting systems and their socio-economic background. Furthermore, it provides a characterization of the regulation in the examined countries (Hungary, Romania and Slovakia) and their features influencing the true and fair view.

The true and fair view

The true and fair view of the financial report is becoming more and more important in the globalizing world, because all the market players as well as the enterprises themselves would like to have the correct, high qualified and uniformed information to make decisions. 
But who provides the true and fair view? It is the enterprises in their financial report who have to give a true and fair view about their financial position and to present the changes within the business year. In the background of the uninformed performance the same valuation principles, definitions and the same methods to the solutions of activities can be detected. The difficulties of the harmonization originate from the historical, socio-economic and cultural background of the different nations who have their own regulation systems. Walton (1993) in discussing the true and fair view (in the European Accounting Review) could not give a correct definition of the concept, but his argument about the true and fair view depending on the socio-economic and cultural environment was accepted by the profession.
Factors influencing the development of accounting
Which are the socio-economic and cultural factors? Now the most important features and differences of the continental and Anglo-Saxon will be shown.

Roberts, Weetman and Gordon in their studies (1998) presented the socio-economic and the cultural factors influencing the development of the accounting systems. 
The first one is the political and economic system. There are two basically different systems, the liberal-democratic and the egalitarian-authoritarian systems. The economies in question are in transition from planned economy to free market economy, consequently the effects of the egalitarian-authoritarian system are still visible and tangible. The central problem is the role of the state. The accounting system is controlled by the central power, so the regulations are rigid. The information of the enterprises does not serve the decision-maker, because their viewpoints contradict those of the state. 
The second one is the legal system, which can be a codified system or common law (Ferenczy, 1998). The most countries of the continental Europe have a codified law (related to the Code Civil of Napoleon). The philosophy of this system prescribes what to do in contrast to the common law, which prescribes what not to do. 
The prescription based regulation relates to the codified, the principle based regulation relates to the common law. In the first system the legislation and executive authority have the priority. In the second one the professional institutions have the most important role.

The regulation and control change a rigid system in the so called ‘hands-on’ group and the other (‘hand-off’) group provides enough flexibility for the profession, enterprises and decision makers. These facts are connected to the corporation financing system. In the continental system the creditors and the state have the leading role because their interest is the most important. The creditor wants to be on the safe side and receive his money and his interest. The state wants to control almost all the information of the economy. That is the reason why the enterprises produce information for them. In addition they would not like to pay too much tax, so the principle of conservatism helps them to make a ‘hidden reserve’. 

Table 1: The most important factors of the two typical accounting regulations

	Features in the group I. (Continental, hands-on)
	Socio-economic factors
	Features in the group II. (Anglo-Saxon, hands-off)

	prescription based regulation (laws)
	legislation
	principle based regulation (standards)

	
	codified law (closed system, priority of the legislation and executive authority)
	common law (opened system, priority of the jurisdiction)
	

	rigidity, priority of the state
	control
	flexibility, priority of the decision makers

	
	executive authority (macroeconomic)
	professional organisations (microeconomic)
	

	creditor- and state-oriented,                  aim: safety of the creditors,                   the principle of the conservatism is emphasized
	the corporation financing system,     the orientation of information
	investor-oriented,       aim: presentation of the realized results, accrual basis accounting

	
	bank
	stock exchange
	

	pressure to minimize the results, 'hidden reserve' (conservatism)
	connection with the corporation tax
	pressure to present the realized results (accrual basis accounting)

	
	closed
	no
	


The Anglo-Saxon system is investor-oriented, because the institute of corporation finance is the stock exchange, where the most investors can be found. The most important information is the recoverability. The enterprises are not interested to present less results and to make a ‘hidden reserve’, but the realized results, which is the right information for them. 
The attitude of the accounting profession is different in the two systems. In the continental countries the conformity to the law on accounting as a general attitude is more typical. In the other group the independent interpretation of the standard related to the principles is overriding.

Other historical events may influence the regulation system. In most cases the transitional countries have a historical prototype in accounting. For instance Germany is a prototype for Hungary and France for Romania. They have adopted systems.
The cultural factors influencing accounting were defined by Grays
. His starting point was the definition of culture by Hofstede
. Gray prescribed the problem with the help of four dimensions: professionalism versus statutory control, uniformity versus flexibility, conservatism versus optimism, secrecy versus transparency (Roberts et al., 1998).   

Specific features in the accounting regulation of Hungary, Romania and Slovakia
Which factors characterize the transitional economies of Hungary, Romania and Slovakia? All of them belong to the first group historically. They have a Continental and adopted system. However, they are also specific in their group. 
The planned economy, consequently the inherited accounting systems differ from the continental accounting systems with an organic development. Bailey in his study (1988) mentioned several factors: the pricing mechanism, which meant centrally controlled and fixed prices. This prevented the realization of free market mechanism. The enterprises in public ownership wanted to fulfil the central plan to satisfy the needs instead of the satisfaction of demands. The enterprises were not autonomous entities, so the consequences of their good and bad decisions were accepted or corrected by the state, generally the executive authorities. Bailey’s statements harmonised with Kornai’s (1982) theory about paternalism in these countries. By paternalism we mean the dependence of the people and enterprises on the provision for the state. Consequently, neither the enterprises nor the people (including the profession) had to know about and take responsibility for the consequences of the decisions. The accounting profession was led by the ministerial authorised accounting regulation. Their ideas and independent interpretations were not counted with, moreover the power and its authorities considered them as the lack of loyalty. The accounting profession was made to forget the right attitude in the four decades of socialism.  The first specific feature is this attitude (also at present fifteen years after the change of regime), which cannot be found in the organically developing continental countries. 

Though the institutions of the liberal-democratic political and economic systems were established in all the transition countries, the behaviour and attitude of the people change slowly. Paternalism also affects the way of thinking not only the accounting regulation. The transitional economies belong to the continental group, where the legislation has a main role. Examining the influencing factors on the accounting regulation in the European countries we can find several internal and external factors. Chart 1 shows them. The internal factors are the legislation, the executive authorities, the jurisdiction and the profession with the standard-settler boards and the auditors.
In the first group the role of the legislation and executive authority is dominant because of the codified law system. In the second group the professional organisations and the jurisdiction are more important because of the influence of the common law system and the microeconomic feature of the economy (Ferenczy, 1998). Both groups are characterized by the same external factors.
Chart 1: Factors influencing the accounting regulation in the European countries
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Examining the Hungarian, Romanian and Slovakian legislation an interesting symptom can be detected. The main instrument of changing the regulation in Hungary is the amendment of the law, practically every year since 1993. This makes the Hungarian system very rigid. This rigidity disables the professional attitude to the independent interpretation of the problems.   Romania and Slovakia have other instruments. They have a two-tier regulation. The higher level of regulation is the accounting law and the Chart of Accounting is subordinated, which is amended several times every year conforming to the actual (fiscal) interest of the executive authorities (King et al., 2001). The Slovakian and Romanian solution is non-flexible, but makes the system inconsistent. In addition this solution is in contrast with the legislation of the liberal-democratic political system because the parliament receives the power to codify from the electors. The electors cannot control the activity of the executive authorities (Veress, 2001).  The attitude of the profession is not better than in Hungary, because the they have not enough time or energy to settle a new behaviour and the control of the (tax)authority presses them to respect all the prescriptions. Both forms of the asymmetric legislation may deform the true and fair view in the countries in transition.
Chart 2 shows the effect of the external factors. There is a convergence in the international harmonization (Epstein et al, 2003). The year of 2002 was very important in this process. From this point there has been an official cooperation between IASB and the FASB and the ordinance 1606/2002 of EU prescribes the IAS/IFRS financial report for the listed companies (Kapásiné, 2004). The IASC and the EU are more than thirty years old. The countries had enough time to prepare for the application of the new regulation(s). On the contrary the organically developing economies had maximum fifteen years to adapt, but most of them had practically a few years. 
The development of the regulation in the transitional countries was accelerated and consequently these systems became hybrid. On the one hand they were adapted systems with historical background, on the other hand they should, at the same time, establish a new regulation matching the free market economy, harmonizing with the prescription of EU and applying the IAS/IFRS for the listed companies. The continental basis and the increasing Anglo-Saxon solutions, like the fair value, produce an inconsistent system. In this hybrid regulation the profession cannot have a paradigm shift lacking original continental paradigm. 
Chart 2: The convergence in the international harmonization
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Realization of the true and fair view in the transitional countries

To sum up the accounting regulation systems of these countries have the same features as the continental regulation system in the first group and they are Euro-compatible. Their specifics are the professional attitude of total subordination to the prescriptions, the asymmetric legislation, and the acceleration of the regulation development.     

The features and specifics have different impacts on the true and fair view of the financial report. 
The connection with the corporation tax presses the enterprises to minimize the results, to make a 'hidden reserve'. The consequence of the strong fiscal ‘pollution’ will be the reason for the distorted results.  The professional attitude serves the above mentioned behaviour of the state, but the right, independent attitude can give energy to develop and to approach the true and fair view. The asymmetric legislation originates from the special socio-economic environment of the transitional countries. The product can be a rigid or an immense and confused regulation, in both cases full with inconsistencies where the enterprises cannot produce a true and fair view. The acceleration (a too fast development and harmonization) resulted in a hybrid regulation in which ‘the hidden reserve’ and the fair value can be present at the same time. The outcomes can be also deformed by the mixed regulation.
However, the Euro-compatibility does not mean competitiveness. The competitiveness of the accounting system in the transition economies can be realized by the improvement of the above mentioned specifics. The process will be long and the countries should accomplish the requirements of the convergent harmonization and the flexible and up-to-date national regulation system to inform all the market players. 
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