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ABSTRACT: This study examines how Hungarian accounting professionals inter-
pret the role of financial reporting, specifically whether they view accounting 
primarily as a mechanism for faithfully representing economic reality or as a 
professional practice that actively shapes that reality. The empirical analysis is 
based on questionnaire data collected from members of two Hungarian account-
ing professional organizations, yielding 491 valid responses. Three hypotheses 
were tested using non-parametric statistical methods, and additionally, in one 
of the tests, principal component analysis (PCA) was used to create an index 
for the underlying construct. The results show that 67.4% of respondents agreed 
with the statement that different accounting systems may provide different yet 
equally valid representations of the same economic event, 76.8% acknowledged 
the possibility of materially influencing financial statements through valuation 
choices, and 68.2% fell above the threshold of neutrality concerning the socially 
constructed character of financial reporting, with 50.1% strongly endorsing 
this premise. Regarding this last result, responses to three related survey items 
were combined into a composite ‘social constructionism’ index, the reliability 
of which was established via PCA. Overall, the findings suggest that Hungarian 
accounting professionals recognize both the importance of faithful represen-
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tation and the role of professional judgment and regulatory context in shaping 
financial reporting outcomes. The study contributes to the literature by provid-
ing evidence from a Central and Eastern European accounting environment and 
by examining how practitioners perceive the relationship between accounting 
representation and social construction.

KEYWORDS: accounting regulation, financial reporting, accounting perception, 
social construction, professional judgment
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1. Introduction

The fundamental function of accounting has traditionally been to reflect eco-
nomic events and to provide relevant information for decision-makers. Accord-
ing to the classical approach, the purpose of financial statements is to present 
objective, unbiased, and comparable information, thereby offering users a true 
and fair view of an entity’s financial position. This principle plays a central role 
in both International Financial Reporting Standards (IFRS) and Hungarian 
national accounting regulations.

At the same time, international accounting research has emphasized since 
the 1980s that accounting is not merely a passive representation of economic 
reality, but a socially embedded construct shaped by institutional, political, 
and cultural factors (Morgan 1988). From this perspective, accounting does not 
simply describe reality but also contributes to its construction. This insight is 
closely related to the understanding that performance measurement systems 
are not value-neutral: different accounting measures and incentive structures 
influence managerial behavior and organizational outcomes in different ways 
(Datar et al. 2001).

Globalization and the increasing integration of financial markets have fur-
ther highlighted the importance of differences between accounting regulations. 
As a global standard, IFRS aims to enhance transparency and international com-
parability, and its widespread adoption since the early 2000s has had a significant 
impact on capital markets, investor decisions, and corporate reporting prac-
tices. Empirical evidence suggests that the application of international stand-
ards is associated with improvements in accounting quality and greater useful-
ness of financial information for market participants (Barth et al. 2008).

In contrast, national accounting regulations, particularly those rooted in 
continental European traditions, tend to be more closely aligned with the local 
economic, legal, and tax environment. As a result, the same economic event 
may be presented differently under IFRS and under national accounting sys-
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tems, even though both sets of financial statements comply with their respec-
tive regulatory frameworks. This duality underlines the idea that the image con-
veyed by accounting is not absolute but relative, and that there may be more 
than one “correct” interpretation of economic reality within legitimate account-
ing regimes.

This duality has long been reflected in debates surrounding the notion of a 
“true and fair view”, one of the central concepts of European financial report-
ing. Although commonly associated with faithful representation, the concept 
has been interpreted differently across accounting traditions. As Alexander and 
Eberhartinger (2009) argue, continental code-law systems have traditionally 
placed greater emphasis on legal compliance, whereas Anglo-Saxon traditions 
have tended to stress the substantive representation of economic reality. Conse-
quently, the relationship between objective representation and interpretive flex-
ibility remains a central theoretical issue in accounting.

Despite the extensive theoretical discussion on accounting as a social con-
struct, empirical evidence on how practicing accounting professionals perceive 
this issue remains limited, particularly in Central and Eastern European set-
tings. Although prior research has examined accounting professionals’ percep-
tions regarding financial reporting, accounting regulation, and the future devel-
opment of the profession (Bozkurt et al. 2013; Grosu et al. 2023), existing studies 
have focused predominantly on accounting standards, institutions, firms, and 
standard-setting processes, while much less attention has been devoted to prac-
titioners’ views on the nature of accounting itself. This study contributes to the 
literature by examining, in the Hungarian context, how accounting profession-
als simultaneously perceive financial reporting as both a mechanism of faith-
ful representation and a practice that actively shapes economic reality. Beyond 
extending the international evidence base to a less frequently studied account-
ing environment, the findings may also contribute to a better understanding of 
the conceptual foundations underlying accounting regulation and standard-set-
ting in code-law jurisdictions.

2. Literature review

2.1. IFRS, institutional environment, and the plurality of  
accounting representation

The global diffusion of IFRS aimed to improve the comparability of accounting 
information by establishing a common reporting framework capable of tran-
scending national accounting traditions. The underlying expectation was that 
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a unified set of standards would reduce information asymmetries across capi-
tal markets and thereby facilitate more efficient resource allocation. According 
to Barth (2008), the fundamental promise of global financial reporting lies pre-
cisely in its capacity to enhance capital market efficiency through higher-quality, 
more decision-useful financial information. At the same time, Barth emphasizes 
that the effects of IFRS cannot be interpreted in isolation from the institutional 
context in which they operate. Financial reporting outcomes are shaped not 
only by the formal content of the standards but also by the legal environment, 
enforcement mechanisms, corporate governance structures, and the broader 
informational infrastructure surrounding capital markets.

This institutional contingency is also reflected in the empirical evidence pro-
vided by Barth, Landsman, and Lang (2008). Their cross-country analysis sug-
gests that the application of IAS/IFRS is associated with improvements in several 
dimensions of accounting quality, including lower levels of earnings manage-
ment, more timely recognition of losses, and the higher value relevance of 
accounting numbers. These findings support the view that international stand-
ards may contribute to more transparent and decision-useful reporting practices. 
However, the authors are cautious in their interpretation of causality. They note 
that the observed quality differentials cannot be attributed solely to the stand-
ards themselves, as firms adopting IAS/IFRS often operate in environments that 
are already characterized by stronger investor protection, more developed capi-
tal markets, and more rigorous monitoring systems. Consequently, the relation-
ship between IFRS adoption and accounting quality remains context-dependent 
and cannot be regarded as universally deterministic.

The importance of institutional embeddedness is further reinforced by the 
findings of Daske et al. (2008), who examine the economic consequences of 
mandatory IFRS adoption across multiple jurisdictions. Their results indicate 
that capital market benefits, such as increased market liquidity and reduced cost 
of capital, do not emerge uniformly following IFRS implementation. Instead, 
these positive effects are concentrated in countries where the institutional envi-
ronment provides credible enforcement and where reporting incentives are 
aligned with transparency. In settings characterized by weaker legal systems or 
limited regulatory oversight, the mere formal adoption of IFRS does not auto-
matically translate into improved reporting outcomes or market efficiency. This 
suggests that global standards function less as self-executing mechanisms and 
more as institutional instruments whose effectiveness depends on the strength 
of the surrounding regulatory and market infrastructure.

Based on an empirical study of 17 European countries, Glaum and co-authors 
demonstrate that compliance levels with the disclosure requirements of IFRS 
3 and IAS 36 differ significantly, which can be explained not only by firm-level 
characteristics but also by country-specific factors, particularly the features of 
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national legal and institutional environments (Glaum et al. 2013). According to 
Nobes (2013), the persistence of options and interpretative flexibility within IFRS 
allows national accounting differences to survive despite harmonization, mean-
ing that uniform standards do not fully eliminate divergent reporting practices. 
This line of reasoning is further supported by recent research. Nobes and Stadler 
(2024) show that departures from IFRS do not necessarily imply non-compliance 
but often stem from legitimate national interpretations that are coherent within 
their respective institutional contexts. Tarca (2020) emphasizes that while IFRS-
related comparability is empirically measurable, it is not an automatic outcome 
but rather depends on the factors influencing the interpretation and application 
of the standards.

Post-2020 empirical evidence further nuances this picture. De Luca et al. 
(2024) argue that the comparability of cross-border IFRS financial statements 
continues to be strongly dependent on the legal and institutional environment, 
indicating the persistent influence of national accounting traditions. Research 
drawing on newly available EU enforcement databases suggests that the key to 
reporting uniformity lies not primarily in the wording of the standards but in 
their consistent and uniform enforcement (Bissessur et al. 2025).

Taken together, these findings support the notion of accounting represen-
tation pluralism: despite the formally harmonized IFRS framework, identical 
economic events may be represented differently in financial statements across 
countries, while these representations can simultaneously be regarded as legit-
imate and “correct” within their respective legal and institutional contexts. This 
perspective provides direct theoretical support for Hypothesis H1, which posits 
that accounting is not a single, universal language but a context-dependent and 
inherently plural system of representation shaped by institutional environ-
ments.

2.2. The distortability of financial statements and earnings 
management

Interpreting accounting’s image-forming role is closely linked to the possibilities 
for distorting financial statements. The earnings management literature widely 
documents that management, within the discretionary latitude permitted by 
accounting rules, can influence reported profit without formally violating stand-
ards. According to the classic definition by Healy and Wahlen (1999), earnings 
management occurs when management distorts financial information in line 
with its own interests by altering reporting procedures or the timing of transac-
tions. The incentives for earnings management are often contractual and mar-
ket-based. Healy’s early empirical results show that bonus schemes and earn-
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ings thresholds have a significant impact on accounting choices (Healy 1985). 
The methodological foundations for measuring discretionary accrual-based dis-
tortion were developed by Jones, and this model later became one of the corner-
stones of empirical research (Jones 1991). Extending the comparative evaluation 
of classical accrual models, Nguyen, Ibrahim, and Giannopoulos (2023) find that 
different accrual-based and real manipulation models differ significantly in how 
effectively they can detect the presence of earnings management.

Distortion is not carried out exclusively through accruals. Based on distri-
butional evidence, Burgstahler and Dichev (1997) show that firms tend to avoid 
reporting losses and earnings declines. Roychowdhury (2006) pointed out that 
management can also improve short-term earnings by manipulating real activ-
ities, for instance through overproduction or by cutting discretionary expendi-
ture. In response to changes in the regulatory environment, Cohen, Dey, and Lys 
demonstrated that, following the Sarbanes–Oxley Act, accrual-based earnings 
management partly shifted toward real-activities-based manipulation (Cohen et 
al. 2008). An important refinement of discretionary accrual measures is the per-
formance-matched approach introduced by Kothari et al. (2005). Dechow and 
Dichev (2002) emphasize the link between accrual quality and the information 
content of earnings, arguing that estimation errors substantially impair earnings 
quality. The market prices this quality: Francis and co-authors show that poorer 
earnings quality is associated with a higher cost of capital (Francis et al., 2004). 
In an international comparative perspective, Leuz, Nanda, and Wysocki (2003) 
find that the extent of earnings management is closely related to the institutional 
environment and the strength of investor protection. Empirical research from 
the COVID-19 period further reinforces this claim, showing that during crises 
the intensity of earnings management increases measurably, especially in weak 
institutional environments (Yan et al. 2022). The measurement challenges and 
limitations of real-activities-based earnings management are discussed in the 
methodological work of Cohen et al. (2020).

While the earnings-management literature provides extensive evidence 
that reported financial results may be influenced by managerial discretion and 
accounting choices, these studies primarily document the existence of such 
practices rather than accounting professionals’ perceptions of them. Neverthe-
less, this body of research highlights the potential for accounting methods and 
valuation procedures to affect how economic reality is represented in financial 
statements. Against this background, it is relevant to examine whether account-
ing professionals themselves recognize and acknowledge the possibility of delib-
erate and material distortion in financial reporting.
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2.3. Accounting as a social construct and standard-setting practice

According to the critical accounting literature, financial reporting is not merely 
a technical process of information provision, but an active force in shaping eco-
nomic and social reality. Hines’s classic thesis holds that accounting, “in com-
municating reality, constructs reality itself” (Hines 1988). Morgan (1988) inter-
prets accounting as a reality-constructing mechanism that determines what 
comes to be regarded as an economically relevant fact. Mouritsen (1994) argues 
that rationality in accounting is an institutionally defined communicative prac-
tice rather than a neutral technical logic.

Hopwood (2009) emphasizes that accounting has the capacity to render cer-
tain phenomena visible while obscuring others, particularly in relation to envi-
ronmental and social impacts. Post-2020 scholarship extends this line of reason-
ing to the level of standard-setting. Barker and Penman (2020) contend that the 
treatment of uncertainty is one of the most critical issues within the concep-
tual framework, as it fundamentally shapes the meaning conveyed by financial 
statements. Georgiou’s recent analysis highlights that prudence is a political and 
normative concept, influencing what is considered “cautious” versus “biased” 
reporting (Georgiou 2024).

The social embeddedness of accounting standard-setting becomes particu-
larly visible when the process is examined not merely as a technical exercise, but 
as a broader institutional and discursive practice. Chahed’s empirical research 
(Chahed 2021) demonstrates that the development of accounting standards 
cannot be reduced to neutral problem-solving aimed at improving measure-
ment precision. Rather, standard-setting unfolds at the intersection of profes-
sional expertise, economic interests, and interpretive negotiation. In this sense, 
technical deliberations over recognition, measurement, or disclosure require-
ments are inseparable from the discursive processes through which legitimacy 
is constructed, contested, and stabilized within the regulatory arena. Standard-
setting thus operates simultaneously as a rule-making activity and as a meaning-
producing practice that frames how economic phenomena are to be understood 
and communicated.

Building on this institutional perspective, Friedrich et al. (2024) shift the ana-
lytical focus toward the transnational governance structures within which con-
temporary accounting regulation is embedded. Their work highlights that global 
standard-setting is shaped by complex power relations among regulatory bodies, 
professional organizations, supranational institutions, and epistemic communi-
ties. Within this configuration, expert knowledge plays a constitutive role—not 
only informing technical decisions but also legitimizing regulatory outcomes. 
The authority of standards therefore derives not exclusively from formal due 
process but from the credibility, professional capital, and perceived neutrality of 
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the actors involved. This reinforces the interpretation of transnational account-
ing regulation as a field structured by influence, negotiation, and institutional-
ized expertise rather than purely technocratic rationality.

From a critical theoretical standpoint, Zhang and Andrew (2022) extend this 
line of reasoning by examining the conceptual framework itself as a site of real-
ity construction. Their argument situates standard-setting within the broader 
process of financialization, suggesting that the increasing dominance of finan-
cial economic logic reshapes the epistemological foundations of accounting. In 
this reading, the conceptual framework does not merely codify reporting prin-
ciples but actively reproduces a particular vision of economic reality, one in 
which market valuation, investor primacy, and capital maintenance become the 
central organizing logics. As these assumptions are institutionalized within the 
framework, they guide measurement choices, recognition thresholds, and dis-
closure priorities, thereby reinforcing the very financialized worldview from 
which they originate. Standard-setting, in this sense, becomes reflexive: it does 
not simply regulate reporting practice but participates in constructing the eco-
nomic reality it claims to represent.

3. Empirical framework

The aim of the study described here was to examine accounting as both a rep-
resentation of reality and a tool of social construction through the perceptions 
of Hungarian accounting professionals. The analysis sought to explore how 
practicing Hungarian accountants and auditors interpret financial statements 
– whether they primarily view them in terms of faithfulness and objectivity, or 
rather as socially constructed outputs shaped by the regulatory environment 
and the interactions among economic actors.

Data collection was conducted using a questionnaire-based survey. The 
target population consisted of accounting professionals active in Hungary, who 
were reached through the involvement of two professional organizations

•	 the Hungarian Association of Accounting Professionals (1,522 members), and
•	 the Chamber of Hungarian Auditors (3,171 members).

The empirical research reported in this study involved adult professionals 
and complied with applicable ethical standards for social science research. All 
respondents were adult Hungarian accounting professionals who are members 
of recognized professional organizations. Participants were reached through 
two professional bodies: the Hungarian Association of Accounting Profession-
als and the Chamber of Hungarian Auditors. The questionnaire was distrib-
uted to members of these organizations with their approval and assistance. In 
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all cases, the survey invitation was sent by the respective professional organ-
ization to its members, and the researcher did not have direct access to the 
membership contact lists. Participation in the survey was entirely voluntary. 
Responses were collected anonymously, and no personally identifiable infor-
mation was requested or stored. Completion of the questionnaire was consid-
ered to constitute informed consent to participate in the research. The col-
lected data were analyzed only in aggregated form and handled in accordance 
with standard academic data protection and confidentiality practices.

In Hungary, approximately 6,000 registered auditors and 51,610 certified 
accountants are recorded in the official Ministry of Finance registries (with 
overlaps between the two groups). However, these registries are not accessible 
for research purposes. Therefore, data collection relied on the membership 
networks of two major professional organizations: the Hungarian Association 
of Accounting Professionals (1,522 members) and the Chamber of Hungarian 
Auditors (3,171 members). In total, 4,693 individuals received an invitation to 
participate in the study. The questionnaire was distributed online in two waves 
in July 2025: first on July 14 through the Hungarian Association of Account-
ing Professionals, and subsequently on July 22 via the Chamber of Hungarian 
Auditors. Participation was voluntary and anonymous. Of the 4,693 invitations 
sent, 495 responses were received, of which 491 were preserved as valid after 
data cleaning. The response rate was 10.46% with respect to the accessible pop-
ulation reached through the two professional organizations.

The composition of the respondent sample is noteworthy in several 
respects. Of the participants, 68.4% were female and 31.6% male, reflecting 
the female dominance characteristic of the accounting profession. In terms of 
educational attainment, the vast majority of respondents (95.7%) held a higher 
education degree, underscoring the high level of professional qualification 
within the sample. Respondents’ distributions by age and professional experi-
ence covered a broad spectrum, ensuring that the responses reflect attitudes 
across different career stages and generations. The questionnaire was for-
mulated in terms of Likert-scale statements, enabling the quantitative meas-
urement of respondents’ attitudes. Variables measured on a 1 to 5 scale had 
an overall mean (calculated across all survey items and respondents) of 3.58, 
while those measured on a 1 to 10 scale had an overall mean of 6.78. These 
values indicate that respondents tended to form nuanced professional views, 
characterized neither by outright rejection nor unequivocal acceptance, but 
rather by a balanced distribution around the midpoint of the scales.

Particular attention was devoted to data cleaning and ensuring methodo-
logical consistency. Of the 495 completed questionnaires, four were excluded 
due to formal or substantive issues, resulting in a final sample of 491 valid 
observations. The questionnaire design required mandatory responses for all 
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items, thus precluding the issue of missing values and thereby substantially 
contributing to high data quality. Open-ended responses were processed using 
a standardized coding procedure, but they were not included in subsequent 
analyses because only a relatively small proportion of respondents provided 
such comments, and these predominantly expressed positive feedback regard-
ing the questionnaire rather than substantive views related to the research 
questions.

A limitation of the study is the use of single survey items to measure attitudes 
toward the theoretically complex constructs underlying some of the research 
hypotheses, which precludes formal reliability assessment and may render the 
results sensitive to wording effects. Another important methodological limita-
tion is that participation was voluntary, which may introduce self-selection bias. 
In addition, the survey was distributed exclusively through two professional 
organizations, which might possibly jeopardize the representativeness of the 
sample. Coverage bias could also be an issue due to the fact that professionals 
who are more active within professional communities and more open to partici-
pating in research are likely to be overrepresented. Despite these limitations, the 
491 valid responses constitute a good quality dataset that offers valuable insight 
into the attitudes of Hungarian accounting professionals. The findings contrib-
ute to the international accounting discourse by illustrating how members of the 
Hungarian professional community perceive the dual nature of financial report-
ing – as both an information-providing tool and a practice that actively shapes 
social and economic reality.

4. Research hypotheses

The research was built on three central hypotheses that examine different 
approaches to the nature of accounting:

•	 differences in regulatory systems,
•	 the distortability of financial reporting, and
•	 the interpretation of accounting as a social construct.

Taken together, the three hypotheses outline a complex picture of account-
ing as an informational, decision, and social practice. While the first focuses on 
regulatory pluralism, the second on technical flexibility, and the third on social 
construction, their shared message is that accounting is not an objective and 
neutral language but a meaning-creating mechanism through which economic 
reality is shaped via professional practice.

H1: The majority of Hungarian accounting professionals express agreement 
with the proposition that two different accounting systems (e.g., IFRS and the 



11

SOCIETY AND ECONOMY IN CENTRAL AND EASTERN EUROPE

Hungarian regulation) may present the same economic event in different ways, 
while both may provide an equally “correct” representation.

This hypothesis addresses the plurality of accounting representation, that 
is, the phenomenon whereby the same economic event may appear differ-
ently across accounting environments, while each presentation can be con-
sidered correct within its own regulatory framework. The issue centers on 
the relationship between IFRS and national accounting systems, in particu-
lar the Hungarian accounting regulation, which originates from a continental, 
law-based approach. The literature supports the view that accounting systems 
embody not merely technical differences but are the outcomes of institutional, 
cultural, and economic embeddedness. The empirical results of Daske, Hail, 
Leuz, and Verdi (2008) align well with the notion of plural accounting represen-
tation. Their study shows that the economic effects of mandatory IFRS adop-
tion – such as improved market liquidity or the reduced cost of capital – did not 
materialize uniformly across countries, but primarily where the institutional 
environment genuinely supported the credible enforcement of the standards. 
This observation suggests that IFRS does not automatically standardize the 
accounting representation of economic events: the legal, cultural, and institu-
tional background behind the regulatory systems continues to determine how 
the same economic reality is reflected in financial statements across coun-
tries. Hungary’s law-based accounting tradition therefore follows a different 
logic from the investor-oriented IFRS, making a key dimension of plurality vis-
ible. Soderstrom and Sun’s (2007) review study likewise emphasizes that the 
introduction of IFRS alone does not guarantee an improvement in the qual-
ity of accounting information. Although IFRS aims at the international har-
monization of reporting practices, the authors point out that report quality 
is fundamentally shaped by a country’s institutional environment—particu-
larly the legal system, enforcement effectiveness, corporate governance, and 
market incentives. This is consistent with the idea of plural accounting repre-
sentation, as formally identical standards may lead to different interpretations 
and presentations in different accounting cultures. Thus, the continental, law-
based approach of Hungarian regulation represents not merely a technical 
deviation from IFRS but the expression of a bigger institutional and concep-
tual difference.

To summarize, hypothesis H1 reflects the theoretical position that accounting 
is not a universal language but an ambiguous communication system in which 
different regulatory logics can coexist and create valid realities side by side.

H2: The majority of Hungarian accounting professionals agree, to some 
extent, with the proposition that financial statements can be deliberately and 
materially distorted through valuation procedures in order to present a more 
favorable picture.
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The second hypothesis relates to the issue of earnings management and 
accounting distortions. One of the fundamental dilemmas of accounting is that 
valuation procedures and value estimates—such as depreciation, provisioning, 
or asset valuation—allow room for subjective managerial decisions. Hypothesis 
H2 therefore rests on the assumption that financial statements are not entirely 
objective but can be shaped, even deliberately, through the flexible application 
of rules. This does not necessarily imply a violation of regulations; rather, it 
points to the existence of a grey zone in accounting practice whereby the report-
ing of results is influenced by managerial decisions in line with communication 
objectives. Acceptance of this hypothesis would reinforce the view that profes-
sionals regard accounting not as a static system, but as one that allows decision-
making latitude, so that the representation of reality and the transmission of 
strategic messages are not always clearly separable from each other.

H3: The majority of Hungarian accounting professionals express agreement 
with the proposition that financial reporting has a socially constructed character.

The third hypothesis examines a core premise of the social construction 
theory of accounting. Hypothesis H3 is based on the assumption that this reflex-
ive awareness is also present among Hungarian accounting professionals; that 
is, they recognize that financial reporting is not merely a reflection but is one of 
the mechanisms through which social reality is shaped.

In the empirical study, this proposition was operationalized through three 
statements about accounting forming images, shaping reality, and being a social 
construct. The results of principal component analysis (presented in the next 
section) showed a sufficient degree of correlation among these items (Cron-
bach’s α = 0.597), which establishes the internal consistency of the concept as 
captured by the survey.

5. Statistical analyses

In the empirical part of the study, statistical analyses of the 491 valid responses 
obtained via the questionnaire survey were conducted in multiple stages using 
SPSS version 29.0. The purpose of the analyses was to examine the extent to 
which Hungarian accounting professionals agree with statements concerning 
the nature and the social role of accounting, and to assess whether these atti-
tudes can be interpreted as coherent, unified constructs.

To test the first two hypotheses (H1 and H2), a one-sample Wilcoxon signed-
rank test was applied, which belongs to the family of non-parametric statistical 
procedures. The use of this method was necessary and essential due to the ordi-
nal nature of the variables, which were measured on five-point Likert scales; 
therefore, the normal distribution and interval-scale properties, which are pre-
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requisites for using regular parametric procedures, could not be assumed (Field 
2018). For the specific purpose of this study, the Wilcoxon test was used to exam-
ine whether the observed medians differed significantly from a hypothetical 
value of 3.0, corresponding to the midpoint of a 1 to 5 Likert scale, i.e., a neutral 
response.

Figure 1. One-sample Wilcoxon signed-rank test results for the perceived plurality 
of accounting representations (H1 test)
Source: author.

Concerning H1, the empirically computed median was 4, which was signifi-
cantly higher than the neutral reference value (Z = 11.026; p < 0.001); see Figure 
1. Two measures of effect size were also computed in order to evaluate the differ-
ence between the empirical median and the neutral reference point in practical 
terms. Both Rosenthal’s measure (r = 0.498) and the rank-biserial correlation (r 
= 0.575) indicated a moderate-to-large practical effect, suggesting that respond-
ents tended to agree with the statement that IFRS and the Hungarian accounting 
regulation may provide different yet equally valid representations of the same 
economic event.
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Figure 2. One-sample Wilcoxon signed-rank test results for the perceived  
distortability of financial statements (H2 test)
Source: author.

Similarly, for H2, the empirical value of the median was again 4, and the posi-
tive difference with respect to the neutral reference value again proved to be sta-
tistically significant (Z = 13.444; p < 0.001); see Figure 2. Again, Rosenthal’s meas-
ure (r = 0.607) and the rank-biserial correlation (r = 0.686) were computed, and 
both indicated large practical differences with respect to the hypothetical value 
of 3.0. These results confirm that accounting professionals in Hungary tend to 
acknowledge the potential for distortion inherent in accounting procedures.

The third hypothesis (H3) and the related statistical analyses examined 
whether accounting can be rightfully interpreted as a socially constructed prac-
tice based on the following three interrelated statements:

•	 Financial statements shape the image of the reporting entity.
•	 Accounting does not merely reflect reality but actively shapes it.
•	 Financial reporting reflects a socially constructed reality.

Spearman’s rank correlation coefficients (rS) were computed, as is appropri-
ate for ordinal (Likert-scale-measured) variables. The results revealed positive 
correlations in all three pairwise comparisons:

•	 between “image formation” and “active shaping” (rS = 0.287),
•	 between “active shaping” and “social construction” (rS = 0.379),
•	 between “image formation” and “social construction” (rS = 0.343).
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These coefficients indicate weak to moderate, yet significant positive associa-
tions (p < 0.001 in all three cases), confirming that the three items have substan-
tial overlapping content. In other words, the results provided support for the use 
of a composite index summarizing respondents’ attitudes toward the reflexive 
and constructivist aspects of accounting.

Following Hair (2010), principal component analysis (PCA) was applied as a 
dimension-reduction technique so that, based on their shared variance, response 
scores on the three related survey items could be combined into a single com-
posite measure labeled “social constructionist view of accounting”. The ade-
quacy of PCA was confirmed by a sufficiently high value (0.784) of the Kaiser–
Meyer–Olkin (KMO) sampling adequacy measure as well as a strong rejection of 
the null hypothesis (p < 0.001) concerning Bartlett’s test of sphericity (although 
these diagnostics have limited information value in a three-item setting). The 
covariance matrix (rather than the correlation matrix) was used as input for the 
PCA, because all three variables were measured on the same scale. The single 
(first) extracted principal component explained 56.5% of the total variance of 
the three input variables, suggesting a sufficient degree of information overlap.

Table 1. Component Matrix

Survey item Rescaled 
component*

To what extent do you agree with the statement that financial statements shape 
the image of the reporting entity and do not merely communicate data? 0.604

To what extent do you agree with the statement that accounting does not 
merely reflect reality, but also actively shapes it? 0.813

To what extent do you agree with the statement that financial reporting reflects 
a socially constructed reality? 0.787

Notes. Extraction method: principal component analysis. *one component extracted.
Source: author.

Factor loadings ranged between 0.60 and 0.81 (Table 1), and the internal con-
sistency of the composite measure was also acceptable (Cronbach’s α = 0.597), 
although far from good. The resulting unstandardized principal component 
score variable (with values spanning the original 1 to 5 range of the input varia-
bles) was subsequently included in further analyses under the label “construc-
tionism index”. When tested using a one-sample Wilcoxon signed-rank test 
against a hypothetical value of 3.0, this composite index exhibited a positive and 
statistically significant difference with respect to the neutral mid-point of the 
Likert scale (Z = 9.295; p < 0.001); see Figure 3. To assess the practical significance 
of this result, the usual two effect size measures were calculated. Both measures 
indicated a moderate practical effect (Rosenthal’s r = 0.420, rank-biserial correla-
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tion = 0.487), suggesting that respondents tended to express a positive, approving 
general attitude toward the social constructionist interpretation of accounting.

Figure 3. One-sample Wilcoxon signed-rank test results for the constructionism 
index (H3 test)
Source: author.

The combination of these statistical methods enabled a multifaceted ana-
lytical approach. Non-parametric tests ensured robust and statistically sound 
inference given the ordinal scales of measurement, correlation analyses pro-
vided an overview of the relationships among the variables, and PCA produced 
a single composite index with adequate internal consistency for testing the 
third hypothesis (H3).

Additional exploratory analyses were conducted to examine whether the atti-
tudes underlying H1–H3 varied by respondents’ professional role and their degree 
of professional experience, as these characteristics were considered more rele-
vant than other demographic variables such as age, gender, or educational attain-
ment. As it turned out, neither of these individual characteristics exhibited sta-
tistically significant relationships with the variables underlying H1–H3 (p-values 
for Spearman’s rank correlation coefficients with respect to professional expe-
rience: 0.164, 0.717, and 0.058; p-values for the Mann–Whitney test results with 
respect to professional role: 0.106, 0.794, and 0.060). This suggests that the pattern 
of responses across these subgroups was by and large homogeneous.
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6. Empirical findings

The first hypothesis examined the extent to which respondents agree with the 
statement that two different accounting systems (e.g., IFRS and Hungarian 
accounting regulation) may provide different, yet equally “correct” representa-
tions of the same economic event. The results show a clear tendency toward 
agreement, with more than two-thirds (67.4%) of respondents at least partially 
agreeing with this proposition. This suggests that respondents do not regard 
accounting representation as singular or absolute, but rather as dependent on 
the regulatory framework within which reporting takes place. Overall, support 
for H1 indicates that Hungarian accounting professionals perceive accounting 
as a plural system of representation in which different regulatory regimes may 
produce different yet equally legitimate representations of economic reality. 

The second hypothesis addressed the extent to which respondents agree 
with the statement that financial statements can be consciously and materi-
ally distorted through valuation procedures in order to present a more favora-
ble image. More than three-quarters (76.8%) of respondents at least partially 
agreed with this proposition, indicating that the majority of the professional 
community acknowledges the existence of discretion in applying accounting 
rules and its potential influence on reported outcomes. The findings suggest 
that Hungarian accounting professionals recognize that accounting results are 
not determined solely by objective facts and rules, but are also affected by pro-
fessional judgment and choices among permissible alternatives. Accordingly, 
accounting is perceived not only as a measurement system but also as a means 
by which different reporting images may be communicated within the bound-
aries of regulation.

The third hypothesis examined the extent to which Hungarian accounting 
professionals accept the interpretation of accounting as a socially constructed 
practice. The results provide empirical support for H3, as more than two thirds 
(68.2%) of respondents achieved a PCA score greater than or equal to 3.0, corre-
sponding to the midpoint of the social constructionism index, and more than 
half (50.1%) had PCA scores in the top two class intervals defined for the 1.0 to 5.0 
range, which can be interpreted as clear and substantial agreement. This sug-
gests that respondents generally express at least a neutral-to-positive attitude 
toward the social constructionist interpretation of accounting. The findings sug-
gest that Hungarian accounting professionals recognize both the importance of 
faithful representation and the influence of institutional context, professional 
judgment, and regulatory frameworks on financial reporting outcomes. From 
this perspective, financial reporting contributes to defining what counts as eco-
nomically relevant reality through recognition choices, valuation techniques, 
disclosure practices, and standard-based classifications. The results therefore 
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reinforce the broader argument of the study: accounting is perceived not only 
as an information-providing tool, but also as a professional practice with consti-
tutive effects within a socially and institutionally embedded reporting regime.

7. Conclusion

This study investigates how Hungarian accounting professionals understand 
the role of financial reporting in practice, positioning accounting between faith-
ful representation and the social construction of business reality. Drawing on a 
questionnaire survey of 491 practitioners, the results indicate broad acceptance 
of accounting pluralism: respondents largely agree that IFRS and Hungarian 
national regulation may portray the same underlying economic events differently 
while remaining legitimate within their respective frameworks. They also recog-
nize substantial discretionary space in valuation and estimation, and perceive that 
this latitude can be used to shape reported outcomes. Beyond these pragmatic 
views, the analysis identifies a coherent constructionist orientation: statements on 
image formation, reality shaping, and social construction move together. Overall, 
the findings suggest that the Hungarian accounting community combines a nor-
mative “true and fair view” commitment with a reflexive awareness of account-
ing’s constitutive effects. The study thus adds empirical evidence to international 
debates by showing how practitioners reconcile the dual character of accounting 
as both an information technology and a reality-shaping professional practice.

These findings are possibly relevant for ongoing discussions in accounting 
education and standard-setting. The results suggest that Hungarian accounting 
professionals do not perceive financial reporting exclusively as a neutral repre-
sentation of economic reality, but also recognize the role of professional judg-
ment and regulatory context in shaping reporting outcomes. This may contrib-
ute to a better understanding of how concepts such as “true and fair view” are 
interpreted within a code-law accounting environment and may provide addi-
tional empirical evidence for international debates on the relationship between 
accounting representation and social construction.
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