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Abstract

It is well known that the main objective of accounting is to build and report a true and fair view
in the financial statements. According to accounting rules, this concept implies the application in
good faith of all the principles. However, we cannot overlook the fact that there are more or less
conflicting situations between some accounting principles, but also between some of them and
true and fair view. In this paper, we focus on prudence principle and we aim, starting from an
analysis carried out on a number of articles and studies, to characterize the current state of
research related to the connection between true and fair view, prudence and financial reporting.
Our study was conceived as a meta-analysis combining quantitative and qualitative research
with a sample of 152 articles published between 1990 and 2017 in the Science Direct, Wiley and

Taylor & Francis Journals databases

Keywords: true and fair view, prudence, conservatism, financial reporting, literature review

Introduction

In the context in which globalization is a
reality of our times, the business world needs
to use the same language to adapt to
evolution. Undoubtedly, it must be

recognized that this language is accounting
itself, the only one able to digitally represent
the economic reality of an entity. However,
accounting was and still is strongly
influenced by the existence of two major
systems: the Anglo-Saxon accounting system
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and the Continental accounting system,
which continues to challenge its primacy in
order to save its supremacy in the traditional
and international environment (Naciri &
Hoarau 2001). The differences, identified
over time between the two systems, have
been  described as  hindering the
harmonization of accounting regulations. A
first aspect that makes the difference
between the two systems is related to the
definition of the objectives of financial-
accounting information. If for the Continental
system the privileged users of the financial-
accounting information are banks and tax
authorities, for the Anglo-Saxon system, its
purpose is to serve the interests of investors,
who need to be informed, in order to be able
to make the most rational decisions (lonascu
2003, p.58). A second aspect is related to the
source of accounting law, namely that the
Continental accounting system is
characterized by the rule of law as opposed
to the Anglo-Saxon which relies more on
customs and traditions. We also consider the
fact that, in the Anglo-Saxon system, the
influence of the accounting profession is
much higher than in the case of the
Continental one, where state regulations are
more important than those of accountants.
The lack of a general chart of accounts
defining the nomenclature and symbolization
of accounts in the Anglo-Saxon system is also
considered a major difference. The fact that
the accountants can set up an account
according to their own business needs has
not been and will not come too soon a habit
adopted by accountants from the Continental
environment, trained with the legislative
rigor. The tradition of enterprise financing in
the two groups of countries is also
considered one of the most important factors
leading to differences. Countries with Anglo-
Saxon influence are known for the
supremacy of funding through stock
exchanges, while in the countries that belong
to the Continental system this method is still
at an early stage, banks being considered as
the main source. A last difference, which has
as its starting point the issue of the different
ways of financing, is found in establishing the
fundamental principles for each system

(Ionascu 2003, p.100). Thus, for Anglo-Saxon
companies that are funded through capital
markets and for which there must be a high
degree of transparency, it is mandatory to
respect the substance over form principle in
order to give a true and fair view. In the
Continental world, there is a confidential
attitude which implies prudence as a basic
principle. Starting from this last difference, in
this paper we propose to characterize the
trend of the field regarding the relationship
between true and fair view, prudence and
financial reporting.

The paper is structured as follows: in the
second and third part we present some
historical references and interpretations of
the true and fair view concept, as well as the
relationship between it and the accounting
principles, with emphasis on the principle of
prudence. In a distinct section we present the
research design followed by the study and
the results.

Literature Review

The concept of “true and fair view” or “fair
view” has an Anglo-Saxon origin and was
first encountered in the form of a
combination of the words “correct”, “true”,
“honest” and “total” in the United Kingdom
regulations of the 1844 Joint Stock
Companies Act (Simo et al. 2013). This
concept, despite the efforts made by the
theoreticians and practitioners of this field,
does not have a unified definition even today,
both in the Anglo-Saxon accounting system
and in the Continental accounting system. A
first interpretation may be considered as the
one belonging to Chastney (1975), who
asserts that “the true and fair view”, a
concept of British origin, emphasizes that, in
order to achieve a fair picture, financial
reporting is obliged to present impartial
information in a manner in which will allow
the reader to understand it”. The closest
form to a complete and comprehensive
definition for this concept belongs to Lee
(1981), who asserts that true and fair view
implies the presentation of the accounts
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drawn up in accordance with the General
Accepted Accounting Principles, using the
most accurate figures, approximate estimates
and their arrangement so that the resulting
image is the most objective possible, without
errors, omissions, distortions or
manipulations. Arden (1997) defines it as a
dynamic concept, subjected to a continuous
rebirth. The author does not believe that a
definition or a synonym can be found for this
concept, but only a number of its features.
Ekholm and Troberg (1998) assert that
accountants have not been able to present a
definition of the concept, that its application
varies across the European Union,
differentiated from country to country, and
sometimes even from one professional to
another, which only emphasizes the
impossibility of establishing a unitary
definition. According to the two authors, true
and fair view reporting is required to provide
unbiased information about company values.
Alexander and Archer (1998) state that it is
impossible to know, to predict exactly what
information will be meaningful to users from
one year to another; so it is not possible to
establish exactly what will be required to
convey a true and fair view.

Although the concept is an Anglo-Saxon one,
it is now considered a meta-principle of
accounting, and some benchmarks for the
interpretation of this concept are found in
both IAS 1 and 34/2013 Directive. Its
acceptance in the continental system took
place only after the accession of Great Britain
and Ireland into the European Union on
January 1st, 1973, when the Fourth Directive
was modified and it included the concept.
Since then, it has been developed and
reached a much higher degree of use in
countries belonging to the continental
accounting system (Nobes & Parker 2004).
The Fourth Directive imposes the true and
fair view requirement by adopting
mandatory schemes for drawing up the
balance sheet and the income statement and
fixing the minimum content of the annex and
the management report (CEE 1978). The
current 34/2013 Directive requires that
financial statements should be prepared on a

prudential basis and provides a true and fair
view of the assets, liabilities, financial
position and profit or loss of the enterprise.
According to IAS 1, the financial statements
must fairly present the entity's financial
position, the financial performance and cash
flows and the fair presentation requires
accurate representation of the effects of
transactions, other events and conditions in
accordance with the definitions and
recognition criteria for assets, liabilities,
revenues and expenses, set out in the
Conceptual Framework (IFRS 2013). Lungu
(2007) states that continental countries
translated this concept by compliance with
rules, leading this way to a regulated
sincerity. Mates, Stet and Szabo (2006)
present the true and fair view, which has as
its main feature the primacy of economic
reality over the legal form, and its
interpretation as a first obstacle in the
process of harmonization of accounting
structures at international level. In the
French accounting literature (Toma 2001),
true and fair view is considered to be a
concept that evolves temporally and
spatially, depending on legislative, political
or social changes, and whose definition
would impose constraints, setting a notion
that is, in fact, an evolutionary character.
Feleaga (2006) argues that this is a federal
principle that channels the whole set of
principles to a certain purpose.

The Relationship between True and Fair
View and Accounting Principles

According to Ionascu  (1997), the
construction of the true and fair view of the
economic reality is primarily affected by the
internal inconsistency of accounting. The
author explains that there are more or less
conflicting situations between certain
accounting principles (e.g. the opposition
between the principle of prudence and the
going concern), just as it is between certain
principles and true and fair view
(consistency concept, accrual concept, the
going concern concept, and, last but not least,
the principle of prudence). Antolinez Collet
(1990) asserts that the true and fair view is
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recognized as a statement of intent: the
intention of managers to prepare financial
statements that faithfully present the
company's results, and in order to build this
image, the accounting principles apply. In
other words, the application of accounting
principles leads to the construction of the
true and fair view of the company's financial
situation. In this paper we address only the
relationship between the true and fair view
and the principle of prudence because it is
considered that this connection is the most
problematic. Accounting literature deals with
the association between the two principles in
two ways: some see it as a conflict, which
involves the exclusion of prudence in order
to obtain a true and fair view and some as a
complementary relationship, which supposes
that, by applying prudence, the fair view is
obtained. The purpose of this paper is to
characterize the state of knowledge
regarding the interaction between those two
principles and financial reporting.

Research Design and Methodology

This paper is structured in the form of a
meta-analysis that combines quantitative and
qualitative research, thus aiming to
characterize the state of knowledge
regarding the prudence and fair view and
their relation to financial reporting. As far as
quantitative research is concerned, our
approach is a deductive one and seeks to
draw conclusions based on the analysis and
classification of the identified articles. For the
quantitative research, we used the Factorial
Correspondence Analysis (FCA) which aims
to highlight the associations between the
categories of two or more qualitative

variables (in our case a first correspondence
is between the topic addressed in the paper
and the year of publication, and a second one
between the topic and the type of the article).
The purpose of the FCA was to determine the
manner in which the topics discussed during
the analyzed period were approached and to
determine the topics that were susceptible to
an empirical approach as well as those with a
theoretical approach. Qualitative research
focuses on papers in the accounting, taxation,
auditing and management field in order to
identify the main research topics for the two
concepts discussed and the way in which
their relationship affects financial reporting.
The methodology for qualitative research is
inductive and based on content analysis. For
the quantitative analysis we followed a series
of steps. Thus, for the beginning we selected
the databases from which we collected the
articles, then we determined the fields, the
period, we selected the articles (the steps
followed for the article selection is detailed in
table no.1) and the final stage, in which the
selected articles were analyzed. The
databases from which the articles were
selected were: Science Direct, Taylor &
Francis and Wiley Journals, the period
proposed for the analysis is between 1990
and 2017 and the database query was done
by the keywords: “fair view”, “prudence”, and
“conservatism”. For the qualitative study, we
called for a new selection (also presented in
table no.1), thus retaining only the articles
that were considered representative
(representativeness being expressed
subjectively, depending on the quotation of
the journal and the number of citations for
every paper).
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Tableno.1 Steps followed in the article selection stages

Quantitative analysis
Initial extraction 3.151
Articles without full access removed 1613
Eemaining Articles 1.336
Articles that do not present in a significant manner the subjects and thoze 1384
that refer to the fair value removed!
Remaining Articles 152
Articles included in the gquantitative study 132
Qualitative analysis
Articles published in unlisted joumals removed 49
Remaining Articles 104
Articles that have less than 40 citations {according to 60
(https://scholar. google.com”) removed
Representative articles 5
Articles included in the qualitative study 5

Source: own processing

After these two selections we retained for
our quantitative study a number of 152
articles concerning prudence and fair view
(48 articles - Science Direct, 45 - Taylor &
Francis and 54 - Wiley). Of the 152 articles,
we selected for the qualitative analysis only
the articles that present a minimum number
of 40 citations (this number was established
by making the average of citations for all the
152 papers taken into consideration for the
quantitative study) and which are published
in journals with impact factor, 35 articles
being retained for these purposes.

Results
Results - Quantitative Analysis

Through the quantitative analysis, we aimed
to outline an overview of the number and
nature of the papers published between 1990
and 2017 on the true and fair view and
prudence, in order to determine the journals,
the period in which the concepts under
discussion were of interest to accountants,
the addressed topics for the analyzed papers,
the theories used in the research and the
type of the paper. In table no. 2 there is a
presentation of the journals in which the
articles under analysis were published,
ordered by decreasing number of articles.
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| Tableno. 2 Identified joumals and related articles |

European Accounting Review ™! 18
AbacuslT 15
Joumnal Of Business Finance & Accounting I 14
Accounting And Business Research &I 13
Accounting In Europe 0
Accounting And Finance &I
Journal Of Accounting And Economics =
Contemporary Accounting Research L
Research In Accounting Regulation
Critical Perspectives Of Accounting I
Modemn Law Review =
Procedia Econormics And Finance
Advances In Accounting,
China Joumal Of Accounting Eesearch
Procedia - Social And Behavioral Sciences
The Bntish Accounting Review
The Intemational Joumal Of Accounting
Journal Of Intemational Financial Management And Accounting
Intemational Joumnal Of Auditing =
Accounting Forum
Contadura ¥ Administration
Corporate Govemance An Intemational Review
Eco-Management And Auditing &1
Financial Accountability & Mana gement
Intemnational Review Of Financial Analysis !
Joumal Of Accounting Literature
Joumal Of Intemational Accounting,
Aunditing And Taxation
Public Money & Management
Revista Espahola De Financiacion Y Contabilidad
South African Joumnal Of Accounting Fesearch
The Joumal Of Corporate Accounting And Finance
Theona

=l |G| o

=1
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L
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Source: own processing

Regarding the period in which these articles synthesized which were the topics discussed
were published, it can be seen from Figure over the years, as shown in table no. 3 in
no. 1 that most of the articles were published appendix 1 and graphically depicted in figure
during 2009-2015. Also, related to the period no. 2.

in which these articles were published, we
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Fig.2: Distribution of topics by year of publication

Source: own processing in SPSS Statistics 23

After analyzing the content of the selected
papers, we find appropriate to present some
specific topics, for the 1990-2017 period of
time. We consider suggestive to split the

aforementioned period into smaller intervals,
of four years (as detailed in table no. 3 in
appendix 1), because we identified many
specific topics of interest for the researchers
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and to consider larger intervals of time
would dilute the qualitative approach.

In the period 1990-1993, most articles were
oriented towards explaining the concept of
“true and fair view”. Given that the concept is
perceived as an undefined one (Walton
1993), its interpretation was a subject of
great interest to accountants. With its
introduction in the Fourth Directive and its
implementation into the national accounting
regulations of the European countries, and
outside of it (see the case of Norway,
Switzerland) we can appreciate that the
interest in its interpretation and definition
far exceeded the borders of Great Britain.
The issue of true and fair view interpretation
continues in the following period, 1994-
1997, when besides the topic itself, we
encounter papers that addressed the
implementation of the true and fair view and
prudence into national and international
accounting regulations, and the true and fair
view role in audit activity.

In the period 1998 - 2001, for the analyzed
period, within the range of the chosen
sample, we notice that the interest heads
toward the way in which the concepts were
perceived in national and international
regulations, the origins of prudence, as well
as the interaction between true and fair view
and the existing accounting principles, in
particular prudence.

Between 2002 and 2005, the discussions on
the two concepts become more and more
intense. Most of the papers of that period
were focused on the placement of prudence
and true and fair view, especially of the
latter, in the international and national
accounting regulations and also in the
principle-based versus rule-based standards
debate. This debate arises from the disputes
between the two major organizations, IASB
and FASB, each having a different approach:
FASB are rule-based standards and IASB are
principle-based standard. Principle-based
standards start from a conceptual framework
that provides a general basis for professional
guiding instead of a list of rules, while rule-

based standards are complemented with
specific details meant to satisfy as many
possible situations as possible. Rules are
sometimes inevitable, and the intention of
principle-based standards is not to provide
specific guidelines for each possible situation
but is directed to the principles of the
conceptual framework (Rankin et al. 2012).
Concerning the topics discussed, the
ambiguity with which the true and fair view
is viewed leads to numerous discussions and
opinions on its role in standards.

The issue of defining true and fair view and
positioning it in the principle-based versus
rule-based standards debate remains the
topic of interest during the period 2006-
2009, when most papers addressed the types
of conservatism, its role and impact on
financial reporting. Some articles also aimed
to identify the managerial behavior towards
the use of true and fair view as a statutory
objective of financial reporting. During this
period, an interest of the accountants
towards true and fair view in the audit
activity can be observed. Enhancing the role
of external auditors in guaranteeing the
quality of financial reporting has led to the
analysis of the use of this concept.

The way in which the concepts were
perceived in national and international
regulations is also of interest during 2010-
2013, when the majority of the papers
address the interaction between prudence,
fair view and various elements presented in
financial reports, management behavior and
a series of literature reviews. For this period
we also encountered papers that concern the
types of conservatism and its role. Between
2014 and 2017, most papers addressed the
issue of prudence and its situation in the
Conceptual Framework, followed by the
papers addressing the position of the true
and fair view and of the prudence in the
national and international accounting
regulations, the true and fair view objective
of the financial reporting, and those
concerning the interaction between
prudence, fair view and various elements
presented in financial reports. The exclusion
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of prudence from the conceptual framework
in 2010, the controversies surrounding its
removal, and the discussions about its
reintroduction in the following years, explain
the trends of the literature for this period.

Regarding the typology of the articles
included in the analysis, presented in figure
no. 4, three categories were considered:
theoretical (48% of the selected articles),
empirical study (46% of the selected
articles), and literature review (LR 6% of the
selected articles). Thus, from figure no. 3
(detailed in table no. 4 in appendix 1) we
observe that the papers that dealt with the
role of prudence and true and fair view in
principle-based versus rule-based standards
debate, those that dealt with the problem of
defining and interpreting true and fair view,
the exclusion or inclusion of prudence in the
conceptual framework and those concerning
the approach of the concepts under

discussion  through the accounting
regulations are predominantly of a
theoretical nature, and they follow strictly
aspects such as history, evolution, definition,
interpretation or interaction of concepts, in a
theoretical manner, from a critical or
interpretative perspective.

The papers that address the management's
perception over true and fair view and
prudence in financial reporting, the role of
prudence and the types of conservatism, the
use of concepts in financial reporting, audit,
creative accounting and the relationship
between the two concepts are subject to
empirical studies. The applicability of the
prudence principle is the subject of the
empirical approach much easier, its effect on
financial reporting being much easier to
quantify, compared to the true and fair view
that allows mostly discussions on the
definition and clarification of the concept.

Row and Column Points

Symmetrical Normalization

O Topic
) Type of article

11 PIC anc TFY in rumsgneanin < for TFW
PIC and conceptual f@ .g
theoretic
PIC, TFY and account
; LR Types of PIC
o i S origin of PAC
erature review
e PIC and Eﬁ;?\fdeTaF:ﬂprc' UIER TR R
g o&tudy
E 1 PIC, TFY and managemQP iz, TFY and financi
@ PIC, TFY and financi
E
(]
Bels
_3—
-4 T T T T T
-4 -3 -2 -1 [u] 1 2

Dimension 1

Fig.3: Distribution of topics by type of paper

Source: own processing in SPSS Statistics 23
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The age of true and fair view and the lack of
its clear definition can be considered as the

basic reasons for which the theoretical
papers are predominant.

Thearies

Figure no. 4 Distribution of papers
by their tvpe
Source: own processing

A final classification of the papers, shown in
Figure no. 5, was made in terms of the
number of theories used. Thus, we
encountered articles that make reference to a
single theory (23% of selected papers), two
theories (5% of the selected papers) and
articles without theory (72% of the articles
selected). The theories these articles refer to
are: the agency's theory (according to which
there is an agency relationship between
shareholders and managers, a contract
expressing the delegation of authority and
the transfer of decision-making power
(Rankin et al. 2012, p.135)) and information
asymmetry theory (according to which
managers and shareholders do not have the
same possibilities for accessing the
information (Rankin et al. 2012, p.140)). An
explanation for the use of these theories
would be that the shareholders of a company
are not, as a rule, directly involved in
decision making and managers are employed
to represent their interests. But managers
have their own interests in the management
of an enterprise. In relation to the topics
discussed, it can be argued that excessive use
of prudence (which in many cases leads to a
diminution of distributed dividends) and the

Figure no. 5 Distribution of papers
by number of theories
Source: own processing

uncertainty of the fair image can cause
conflicting situations between shareholders
and managers.

Results - Qualitative Analysis

Through the qualitative analysis, which
included only articles considered
representative, we aimed to identify the
trends in the research for the two concepts
discussed. Thus, the following topics were
highlighted: placement of the two concepts in
principles versus rule-based accounting
standards debate; the origin, definition,
meanings and interpretations of the topics;
the relationship between the true and fair
view, prudence and the managerial behavior;
the relationship between the accounting
principles and the audit activity, including
debates about financial reporting.

The connection between the two concepts
and financial reporting can be identified in a
number of situations, whether we are talking
about the impact of prudence on elements of
the financial statements or the influence
exerted by the true and fair view on
accountants. We must bear in mind that the
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application of prudence and the pursuit of
the true and fair view affect several elements
that will be included in the financial
statements. Thus, 8 articles, discussing how
prudence and the true and fair view directly
or indirectly influence the financial reporting
of an enterprise, have been identified.

Alexander and Jermakowicz (2006) consider
the nature and alternative perceptions of the
notions of principles and rules, and explore
the idea of true and fair view presentation as
a meaningful requirement in its own right,
and as an override. Authors assert that the
purpose of financial reporting is to give an
understanding, which is not misleading, and
that rules, by themselves, are inadequate.
They consider that whether or not standards
are based on principles, the true and fair
view is essential and is considered to be a
type A criterion.

Benston and Bromwich (2006) identify
several shortcomings addressing principle-
based standards. One of these concerns
refers to the inclusion of the concept of true
and fair view as a requirement for any type of
approach in setting standards. The authors
assert that true and fair view gives
accountants more professional responsibility
for the financial statements content and their
disclosure gives sufficient transparency for
users to understand and, perhaps, challenge
its application. They support the inclusion of
a true and fair override into GAAP standards,
especially when these are rule-based. The
usefulness of the true and fair view is based
on effective disciplinary measures against
managers and auditors, putting the
responsibility of accounting judgments on
behalf of independent management and
auditors.

Kirk (2006) asserts that, if major groups of
financial reporting participants differ in their
perceptions of standards for financial
reporting quality, such as “true and fair
view”,  “fairly  presents” and “fair
presentation”, a  financial = reporting
expectation gap may occur. The article
reports the results of a survey designed to

explore this potential gap by determining
New Zealand financial directors’, auditors’
and shareholders’ perceptions of terms
associated with financial reporting quality.
The results show that a clear majority of all
three groups share similar perceptions of the
“true and fair view”; but perceive “true and
fair view” to be quite different from “fairly
presents” and “fair presentation”, terms the
New Zealand Institute of Chartered
Accountants describes as equivalent to “true
and fair view”. Thus, there appears to be a
perception gap between the surveyed
respondents and the Institute. The findings
also support a literal rather than a technical
interpretation of “true and fair view”;
respondents do not perceive ‘true and fair
view’ as compliant with GAAP; and ‘true’
(“truth” in accounting), the word separating
“true and fair view” from terms that include
only “fair”, may be perceived as a key factor
required for financial reporting quality.

Kosmala-MacLullich (2003) addresses the
financial reporting issue in relation to the
accession to the European Union. She
considers that the construct of the true and
fair view constitutes a locus of reflection for
the establishment of a mutually intelligible
foundation for financial reporting in the New
Europe, including applicant states for
European Union membership. Following a
study on the relevant accounting legislation
(acts of the Parliament incorporating the
provisions of the European Directives), she
asserts that the true and fair view is a
contingent construct which resides in a
particular socio-economic, historic and
cultural context and is understood differently
outside this context.

Kaserer and Klingler (2008) conclude that
the economic impact of an accounting system
choice, i.e. the choice between a conservative
and a true and fair view accounting system,
depends on the corporate governance system
under which this accounting framework is
implemented. As true and fair view
accounting necessarily relies on difficult-to-
verify information, the quality of this
information depends on the management
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incentives to disclose reliable information. If
such incentives are weak, a true and fair view
accounting system might be abused and,
hence, produces less reliable information
compared to a conservative accounting
system. Guay and Verrechia (2006) assert
that discussions about conservatism mostly
refer to the accounting treatment of difficult-
to-verify information (which might consist of
shocks to the value of R&D activities,
treatment of goodwill, restructuring costs
related to plant divestitures, benefits from a
brand name etc.) and define conservatism as
a more timely recognition of losses than
gains as a result of the report between costs
and benefits of disclosing verifiable
information by managers and/or firms being
asymmetric. Gao (2013) presents
conservatism as a measurement principle
and formalizes the idea that it serves as a
guarantee against the opportunistic influence
of managers on accounting measurement.
The author suggests that a conservative rule
is the way to a “neutral” financial reporting
under the circumstances of managers'
opportunism.

Bushman and Piotroski (2006) focus on
financial reporting incentives related to
accounting conservatism by empirically
analyzing relations between key
characteristics of economy-level institutions
and one dimension of accounting
conservatism, the asymmetric recognition of
economic gains and losses into earnings. The
authors note that firms in countries with high
quality judicial systems reflect bad news in
reported earnings faster than firms in
countries with low quality judicial systems.

Conclusions

The purpose of this paper is to characterize
the state of knowledge regarding the
principle of prudence and the true and fair
view objective of financial reporting. The
quantitative analysis in this paper highlights
the fact that the two concepts addressed are
of interest to the accountants given the
number of articles identified in the first
phase for the period 1990-2017. The origin,

evolution of true and fair view, its definition,
and the debate on the clarification of this
concept led mainly to theoretical articles
presenting the views of different authors on
how the concept can be perceived by
accountants. The applicability of the
prudence principle and the quantification of
its impact on financial reporting has been the
subject for many empirical research studies.
Sometimes managers’ prudential attitude,
which tends to lead to diminishing
distributed dividends, is exaggerated and
contrary to the interests of shareholders. The
conflict between the managers’ own interests
and the interests of the shareholders
highlighted two great theories that could be
related to the concepts under discussion,
namely the theory of the agency and the
information asymmetry theory. Through
qualitative analysis, we came to the
conclusion that the literature in the analyzed
period focused on issues such as:
establishing the meanings and
interpretations for the true and fair view and
prudence, positioning them in the rule-based
versus principle-based debate, the managers
and auditor’s perception on prudence and
true and fair view, as well as the relationship
between true and fair view and the
accounting principles. With respect to
financial reporting, we can assert that the
place of true and fair view and prudence in
the accounting regulations, the role assigned
to them and the overall perception of these
concepts, as well as the linkage of the
prudence principle with the quality of
financial information and the fluctuation of
stock prices on the capital market have been
identified as issues that may lead to changes
in the financial reporting of a company.

From the qualitative analysis strictly focused
on the relation between the two concepts
and the financial reporting, the following
ideas can be drawn: the purpose of financial
reporting is to provide an understanding of
the real situation of the company, which
should not be misleading; the true and fair
view can be considered a contingent
construction that is applicable in a certain
socio-economic and cultural context and that
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outside of it can be perceived differently; that
a prudent attitude can be considered the path
to a “neutral” financial reporting according to
the opportunism of managers.
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Appendix 1
Table 3: Distribution of topics by year of publication
Correspondence Table
Year
Topic 1990-1993 | 1994-1987 | 1998-2001 | 2002-2005 | 2006-2009 | 2010-2013 | 2014-2017 | Active Margin
literature review 0 ] 0 2 2 4 3 "
meanings for TFV 3 3 2 2 5 1 1 17
arigin of PIC 0 ] 2 0 1 0 0 3
PIC and conceptual
framework 0 0 0 0 1 2 i 10
PIC and creative
accounting 0 0 0 0 0 2 1 3
FIC and TFV ] 1] 1 1 1] 0 1 3
PIC and TFV in rules
versus principle debate 0 0 0 3 5 0 0 8
PIC, TFY and accounting
regulations 1 3 3 4 3 ] 7 26
PIC, TFY and audit 0 2 0 1 ] 1 0 ]
PIC, TFY and financial
markets 0 ] 0 0 1 4 2 7
FIC, TFV and
management 1 0 0 3 2 6 2 14
relationship PIC, TFV and
other aspects from 0 0 0 0 1 [ 4 1
financial reporting
role of PIC ] 1] 0 1 2 3 2 8
Types of PIC 0 ] 1 1 G 3 2 13
FIC, TFY and financial
reporting 0 1 0 2 2 1 3 ]
Active Margin 3 9 9 20 36 38 35 152

Source: own processing in SPSS Statistics 23
Table 4: Distribution of topics by type of paper

Correspondence Table

Type of article
Topic LR theoretic study Active Margin
literature review 11 o] o 11
meanings for TFY v} 12 ] 17
origin of PIC 0 1 2 3
PIC and conceptual
framework o U 3 10
PI/C and creative
accounting o 1 2 3
PIC and TFY 0 1 2 3
P/C and TRV in rules
versus principle debate a & 2 8
PIC, TFV and accounting
regulations o 16 10 26
PIC, TFY and audit 0 3 ] 9
PIC, TFW and financial
markets o 1 6 7
PIC, TFY and
management o 2 12 14
relationship PIC, TRV and
other aspects from 0 3 g 11
financial reporting
role of PIC v} 2 ]
Types of PIC 1 4] T 13
PIC, TFW and financial
reporting o 1 8 |
Active Margin 12 61 74 152

Source: own processing in SPSS Statistics 23
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Appendix 2 Abbreviations

EU European Union

FASE Financial Accounting Standard Board
IASE Intemational Accounting Standard Board
I[FRS Intemational Financial Reporting Standards
P/C Prudence/ Conservatisim

TFV True and Fair View

Source: own processing
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