
„Zeszyty Teoretyczne Rachunkowości”                                            Stowarzyszenie Księgowych 

tom 43 (140), 2015, s. 9–22                                                                                  w Polsce 
 

 

ISSN 1641-4381 print / ISSN 2391-677X online  

Copyright  © 2015 Stowarzyszenie Księgowych w Polsce.  

Prawa wydawnicze zastrzeżone.  

http://www.ztr.skwp.pl 

DOI: 10.5604/16414381.1173803 

 

Hungarian accounting regulations: exposed to the cross-fire  
 

RITA ANNA AMBRUS 
*
, KATALIN BORBÉLY 

**
 

 

Abstract  

 

The aim of the paper is to highlight two factors influencing Hungarian accounting regulations: the legisla-

tion of accounting in the last 25 years and the most important features of the taxation system. Both of 

them can influence the main requirement of the Hungarian Act on Accounting, the true and fair view. The 

research methods are based on a synthesis of the national and international literature.  The authors exam-

ine the regulation system embedded in the legal and economic environment. The paper shows the ac-

counting legislation in Hungary after the changing of the regime, its asymmetry, the attitude of the legis-

lators and the current situation. The analysis of the tax system is connected to the provisions of account-

ing, highlighting the problems of the tax administration, the relation between corporate tax and the results 

of accounting and the intention to simplify it.  

The main conclusion is to make the system more flexible, in line with the legal and fiscal institutions, to 

fulfil its important requirements. 

 

Keywords: accounting regulation, legislation, tax system, Hungary.  

 

Streszczenie  

Węgierskie uregulowania rachunkowości w krzyżowym ogniu przepisów  

 

Celem artykułu jest przedstawienie dwóch zasadniczych czynników wpływających na uregulowanie 

systemu rachunkowości na Węgrzech: prawodawstwa rachunkowości w ostatnich 25 latach oraz specyfiki 

systemu podatkowego, które mogą sporadycznie ograniczać lub zniekształcać stosowanie zasady praw-

dziwego i rzetelnego obrazu jednostki, wymaganej przez prawo rachunkowości. W badaniach wykorzy-

stano przede wszystkim syntezę krajowej i międzynarodowej literatury przedmiotu; odwołano się również 

do rezultatów wcześniejszych studiów autorów w tym zakresie.  

Autorzy oceniają system uregulowania rachunkowości poprzez analizę prawnych i ekonomicznych 

aspektów. W opracowaniu scharakteryzowano prawodawstwo rachunkowości w ostatnich 25 latach, 

naświetlono jego asymetrię, postawę prawodawców i aktualną sytuację. Ocena przepisów podatkowych 

jest prowadzona przede wszystkim z punktu widzenia rachunkowości i wskazuje na obciążenia admini-

stracyjne, powiązanie podatku od osób prawnych i wyników rachunkowości oraz podejmowane starania 

w kierunku uproszczenia węgierskiego systemu podatkowego. Zdaniem autorów niniejszego artykułu  

należy spowodować, aby węgierski system rachunkowości stał się bardziej elastyczny i mógł odpowiadać 

na stawiane przez użytkowników informacji wymagania, co można osiągnąć tylko poprzez jednoczesną, 

prowadzącą w tym kierunku, zmianę innych elementów wpływających na jego uregulowanie (tzn. systemu 

prawnego i podatkowego).  

 

Słowa kluczowe: uregulowanie rachunkowości, prawodawstwo, system podatkowy, Węgry.  
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Introduction  
 

The regulation of accounting in Hungary in the time of socialism was the exception 

among those countries with a planned economy. Some of the evidence to support this 

was the accounting of the so-called „New Economic Mechanism” in 1968 and the 

preparation of the regulation environment suitable to the market economy (Bailey, 

1995). From the prosperous situation, a unique regulation system had evolved with 

good aims and some very strong influencing factors.  

The objectives of the paper is to highlight two factors influencing Hungarian ac-

counting regulation: the legislation of accounting in the last 25 years and the most 

important features of the taxation system which can take the true and fair view and 

the attitude of the profession. We examined the most important factors influencing 

Hungarian accounting previously, both academic and in practice.  

Our statements are the following: Accounting regulation in Hungary has an 

asymmetry and it has led to a rigid system, decreasing independent decision making 

in the profession. Tax regulation is very complicated and its provisions could take 

priority over the accounting requirement of a true and fair view.  

Consequently, the paper examines the legislation of accounting in the last 25 

years, focusing on the reasons, the orientations of changes and the taxation system 

which influences the content of the regulation. The frequent changing of the tax sys-

tem and consequently the „fiscal pollution” (Richard, 1995) are problems not limited 

to Hungary, but how this has been done is typical of the country. The problem of 

„fiscal pollution” is widespread in other countries as well. The practice in Germany 

was examined by Haller (1992), in Spain by Gallego (2004) and in Romania (Fekete 

at al., 2012). Since the two examined factors have a close connection, their effect is 

perceptible jointly, as well.  

Both of the examined factors can influence the main requirement of the Hungarian 

Act on Accounting, the true and fair view. We investigate on the regulation system 

embedded in the Hungarian legal and taxational environment. Our research methods 

are based on the synthesis of the national and international literature including previ-

ous and recent acts on accounting and the different acts on taxes.   

In the second part of the paper, the accounting legislation in Hungary after the 

changing of the political regime, its asymmetry, the attitude of the legislators and the 

current situation are shown. An analysis of the tax system in the 3rd part highlights 

the problems of the tax administration, the relation between corporate tax and the 

results of accounting and the intention to simplify the tax bureaucracy.  

 

 



Hungarian accounting regulations: exposed to the cross-fire                                                                     11 
 

 

1. Research framework  
 

Regarding the process of legislation, we used a historical approach based on the paper 

of Barbu el al. (2010, p. 8): ”In historical research there is a complex mix of para-

digms, approaches, types, methods and horizons”. We paid heed to the article of Mi-

ranti (1993) which influenced our research. Miranti defined different approaches and 

took account of the role of the accounting information and the effects of institutional 

and cultural factors.  

We have previously examined the history of accounting after the change of regime 

and it is the reason for using a historical approach. Because we focus on accounting’s 

influencing factors, the approach of our paper emphasizes the legal influences both in 

terms of accounting’s changes and the influence of taxation. The different Hungarian 

laws are connected closely to our research, and consequently we use and have listed 

them after the references.  

The 2nd and 3rd parts of the paper are based mainly on the national literature, but 

also on the international literature. Their use makes it possible to introduce not only 

the recent Hungarian situation, but also the process of accounting regulation in the 

Central-European region. The views of the mostly English-language articles, papers 

and books show the situation of accounting regulation, the institutional and cultural 

background and the classification of the Hungarian system. Among the social, eco-

nomic and cultural factors influencing the key issues is the legislation, which is based 

on the codified law system and the close connection of accounting and taxation. In the 

opinion of more authors’ (Borbély and Evans, 2006; Béke, 2010) Hungary has conti-

nental accounting and taxation, in line with its accounting. Takáts (2014, p. 206) in 

her paper gave a further attribute: „the recent conservative continental model”. Our 

paper investigated the way the Hungarian regulation was realized. The review of the 

national literature highlights not only the features of the regulation but also the critical 

opinion of the profession within Hungary.  

 

 

2. Specialities of the legislation in the accounting regulation  
 

The transitional economies had almost the same problems, tasks and aims because of 

their historical, social and cultural background in the late eighties and early nineties. 

However, the restoration of their accounting system was very different from the as-

pect of duration and how it was done. We focused on two periods of Hungarian ac-

counting regulation. The first period takes until 2000 and the second one starts after 

that time (referring to the accession to the EU).  

Jaruga (1990) highlighted four factors affecting the Polish and Hungarian econo-

mies at the changing of the political system which distinguished them from the other 

transitional countries: the central government budget had a less redistributive role, 
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there were joint ventures and there was the emphasized role of control and the im-

portance of management accounting (Boross at al., 1995, p. 714).  

Before the accession to EU, the problems of the Central European region were de-

scribed by King et al. (2001). Some of them can characterize the situation of the ac-

counting environment, i.e. all of the countries have a strong macroeconomic charac-

teristic, there is close relation in these countries between fiscal policy and the practice 

of accounting and, last but not least, the process of harmonization means at the same 

time applying IAS/IFRS and the directives of the European Union.  

From the aspect of accounting regulation, all the EU countries have the same envi-

ronment and influencing factors inside the country (the power structure: legislation, 

executive authorities, jurisdiction and profession with the standard-setting boards and 

the auditors) and outside (with the 2013/34/EU directive and IAS/IFRS). All of those 

factors have varying degrees of effectiveness. In Hungary, the role of legislation and 

the executive authority is dominant because of the codified law system and the role of 

professional organizations, while jurisdiction is less dominant. Consequently, there 

are two different asymmetries in the Hungarian accounting regulation: inconsistencies 

between the parts of the power structure and the professional bodies, and between the 

legislation and the executive authority. The first case originates from the difference 

between the continental and Anglo-Saxon accounting systems. The cause of the se-

cond inconsistency can be rooted in the special features of the young democracies’ 

legislation in the Central European region. At the same time, the role of the profes-

sional bodies undoubtedly also strengthened in the above-mentioned countries 

(Borbély, 2014).  

 

 

2.1. The first Act on Accounting after the change of regime  

 

The first Act on Accounting from 1991 was a very progressive, relatively short law, 

with a clear structure. It contained provisions only on financial reports. The sources of 

the law were those related directives of the EU and IAS. Although the legislators did 

not want to give exaggerated specified rules, the profession – because of its attitude – 

demanded exact provision(s) in all case. That was one of the reasons for frequent 

changing and increasing of provisions in the Act on Accounting (Borbély, 2008, p. 48). 

The work of the legislators was very difficult because the Hungarian economy was 

moving from a command to a market economy. They had to prepare provision for an 

unknown and not yet functional market economy, which had very different socio-

economic conditions from the former era. They also took into consideration the Hun-

garian professional traditions. So every sentence of the law’s text was prepared pre-

cisely, taking into account the aims and international solutions (Sztanó, 2013). The 

Act on Accounting from 1991 did not have an enacting clause and it missed the speci-

fications on changes of the financial position and performance. In the opinion of the 

legislators, the profession should have got a line on bookkeeping from the technical 
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books on bookkeeping and interpretation of the Act on Accounting. The „blue book”
1
 

as a guidebook for profession by Roberts et al. (1998, p. 702) and Illés et al. (1996) 

was mentioned. Although that book was well known and used every day, the expecta-

tion of using a book instead of provisions demanded a great deal of flexibility from 

the profession, so the realization of the original intention (the Act on Accounting as 

a framework with specifications from technical books) was unaccomplished.  

Illés et al. (1996) stated that the profession much preferred the earlier professional 

attitudes and habits than taking into consideration the provision of the accounting 

policies.  

Because of the above-mentioned causes and the consistency of the Hungarian leg-

islation, the legislators, in conjunction with the profession, gave the accounting regu-

lation another attempt and solved the problems with amendments of Act on Account-

ing every year. Fortunately, they applied the solutions of EU directives and IAS, such 

as in the cases of consolidation or leasing.  

Summarizing the situation before the accession to the EU, Hungary had more 

problems relating to accounting. The fiscal pressure of the state narrowed the alterna-

tives of the Act on Accounting. The profession, partly because of the intention to 

minimize payable tax and partly because of the strict control of the tax authority, pre-

fers the tax provisions to the Act on Accounting. This process could influence the 

realization of the requirement of the true and fair view. The Act on Accounting at that 

time lost its flexibility and had some contradictions. While the principle of conserva-

tism was underlined, there were adequate provisions regarding the harmonized direc-

tives and standards.  

In 1998 Hungary had to make the EU sure of the approximation of laws. That was 

the reason for inspecting the law and preparing new regulations. 

 

 

2.2. Hungarian accounting regulations from 2000 until 2014  

 

Hungary prepared a Euro-conform Act on Accounting before accession to the Euro-

pean Union. Examining the possibilities, Gábor Nagy (1999, p. 376) mentioned two 

different periods: the short term legislation and the long term preparation of the Hun-

garian Accounting Standards. The legislators chose the first one with the provision on 

the setting of the above standards. The structure of law became well arranged. Alt-

hough the content was very specific, however, it conformed to EU guidelines (Borbély, 

2014). The fourteen sections separated the different kinds of financial reports and 

varied the emphasis of the principles. The principle of truthfulness was strengthened 

and at the same time, the principle of conservatism was weakened. The law permitted 

                                                      
1 Könyvvezetés a kettős könyvvitel rendszerében (Módszertani útmutató a vállalkozások számára) 

(1993), J. Dudás (szerk.), Saldo, Budapest [Accrual based accounting (Methodological Guidebook for 

Enterprises) (1993), J.Dudás (ed.), Saldo, Budapest].  
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exceptional cases in order to give a true and fair view, according to the fourth di-

rective.  

The Act on Accounting from 2000 is now in force although every year it has been 

amended, and there are not yet any Hungarian Accounting Standards. The amend-

ments of the law show two clearly separate periods. In the first one, between 2000 

and 2005, there were typical changes because of the external and internal harmoniza-

tion of the law. The second period started in 2006. The legislators allude to the ap-

proximation of the law and mention more and more the correctness of the law.  

In spite of the law and ordinance of government (202/2003.XII.10) on the Hungar-

ian Accounting Standards, the process of preparation was stopped (Borbély, 2012, 

p. 127).  

The preparation of Hungarian Accounting Standards started in the year of acces-

sion to the European Union. The concepts of accounting policy, leasing and invento-

ries were accepted by the preparatory board in 2006. The standard setting board real-

ized its tasks (discussion, acceptation, drafting). According to the schedule of the 

government and standard setting board, the standards should have become the ordi-

nance of the Finance Ministry from the following year, but it did not happen. The 

process stopped, but it recommenced in 2011 (Adorján, 2012, p. 264–265). Two of 

the three above-mentioned standards (the accounting policy and inventories) were 

brought up-to-date (Borbély, 2014).  

In the opinion of Gábor Matukovics (2004, p. 66): „the Act on Accounting cannot 

react to the demands of market, investors, owners and lawyers” namely, it is rigid. His 

statement is valid even today because of the changes of law every year. Consequently, 

the Hungarian Act on Accounting is not functional as a general rule. It is still only 

a vision which will be realizable through the establishment of two tier regulations.   

 

 

2.3. New regulations as a possible way out  

 

The current regulations do not suit well the structure of the Hungarian economy be-

cause of very high number of micro- and SMEs. From 2013, an ordinance of gov-

ernment in force gives them the possibility to choose a simpler accounting regulation 

relating to the cost-benefit principle. In this case there is no option to choose different 

valuation methods or solutions for the entities (Adorján, 2012, p. 264–265).  

Takáts (2014, p. 206) sees the situation in her paper about the classification of the 

Hungarian accounting system as follows: „it also means that there can be a slight shift 

in the Anglo-Saxon and Continental European approach dimension but which will not 

result in a flexible, principle-based approach. A valuable step could be some decrease 

in Power Distance and Uncertainty Avoidance, which could give some progress to 

professionalism and flexibility”. Her ‘valuable steps’ highlights the very complicated 

and embedded situation, not only in the socio-economic, but also the cultural envi-

ronment.  
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The examined process and the opinion of the Hungarian profession back the ne-

cessity of changes in the legislation. It seems next year (2016) will bring new possi-

bilities, new provisions for the profession and it is the most significant change in ac-

counting since 1991 (Mészáros, 2015).  

There are two relevant decisions which will influence the near future. One of them 

is the ordinance of the Hungarian government (1639/2014.XI.14) about the prepara-

tion of the individual (stand-alone) financial statement in accordance with (EU ac-

cepted) IFRS. The process will take three years and makes the preparation of financial 

statements optional or compulsory for different kinds of entities (principally credit 

institutions, insurance companies, subsidiaries). The decision of the government deals 

with the most crucial issues like the verification of the coordination of accounting and 

taxation, translation and education regarding IFRS and their changes (Molnár, 2013, 

p. 465; Mészáros, 2015). The other change that will influence the professional attitude 

and change their mind is the amendment of the Act on Accounting. The cause of it 

this change is the external and internal harmonization of law, as happened previously. 

Hungary has had a new Civil Code since 2013 and has to provide harmony for provi-

sions of directive 2013/34/EU of the European Parliament and of the Council. There 

are some definitions and recognitions which will vary from previous items i.e. good-

will, dividend and extraordinary incomes and charges (Bíróné, 2015).  

The above new rules will require a paradigm shift of the profession and do not al-

low for routine solution and usual attitude. At the same time, there can be a moving 

towards harmonized accounting regulations, which would go hand in hand with more 

independent decision-making and stop the permanent altering from legislators. 

 

 

3. Regulations of accounting to have compliance with the tax laws  
 

According to Stiglitz (2000), a good tax system includes a simple tax administration. 

To run the tax system, especially meeting tax liability and encouraging the taxpayers 

to behave as required, has to be easy. If taxes imposed are widespread but are difficult 

to administer, it may not serve any purpose. It is hard to tolerate more and more tax 

administration therefore it can be useful to find the right person for bookkeeping. 

Entrepreneurs should pay for the services of an accountant or a tax consultant and – 

of course – it is an extra expenditure. A difficult tax system is more expensive for the 

Tax Authority, as well. „The cost of tax collection should be lower than the amount of 

tax collected” was written by Adam Smith many years ago, but it is still important. In 

addition, Stiglitz (2000) mentioned some other features of a good tax system, for ex-

ample fairness, flexibility, political responsibility and economic efficiency does not 

depend on tax regulations). To put all these requirements into practice is almost im-

possible. By giving priority to one or more of them, it is hard to achieve some results 

in other fields. To form a fair tax system is a really hard task. The more tax categories 
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and increasing or decreasing items on the tax base and tax allowances that are intro-

duced, the more the tax system becomes complicated and expensive.  

The World Economic Forum Competitiveness Ranking in 2012 selected ”the most 

problematic factors for doing business” in Hungary (Schwab, eds, 2013). Three fac-

tors concerned taxation and bureaucracy.  

 

 

3.1. Bookkeeping, issuing and saving documents 

 

Bookkeeping is a determinative factor of accounting. The most important role of 

bookkeeping is to record the changes of the company’s equity, assets and its liabili-

ties, as well as the effects of business activities on the company’s pre-tax accounting 

result. According to the Act on Accounting, a document must be issued and recorded 

in every case when the value of the company’s financial situation or performance is 

modified. Consequently, the principle of documents means that only existing and 

current documents are allowed to be recorded and all the documents must be recorded 

in the process of bookkeeping (Kardos et al., 2014, pp. 32–33, 229–230).  

The right place to record documents in any kind of register is established by the 

method of bookkeeping. There are two kinds of methods to keep records: simple-

entry bookkeeping (for private entrepreneurs, according to the rules of the Act on 

Personal Income Tax, PIT) and double-entry bookkeeping, which is compulsory only 

for companies, according to the Act on Accounting.  

There is freedom for companies to make their own analytical records system. One 

of the most important roles of analytical records is to show economic activity in a de-

tailed and current way. Ledger accounting is a synthetic record, so there are aggregate 

values on the ledger accounts of the company. It means the more business activities 

that are going on, and many kinds of assets are owned and several kinds of capitals 

and liabilities are demanded, the more analytical records are needed. By closing, ana-

lytical and synthetic records have to be collated, checked and they have to be correct. 

Therefore, the advantage of analytical records is to provide further information for the 

company directors before decision-making, as well as to give data immediately to 

prepare tax returns. For example, it is obligatory to keep analytical record on proper-

ties (buildings, cars, machineries, equipment). Carrying out the activity of producing 

analytical records on inventories of finished products and work in the process is need-

ed. Records on accounts payable and accounts receivable are important as well, to 

always be informed, and keeping records on employees is a basic requirement be-

cause of the monthly report to the tax authority.  

All types of documents are accounting documents that serve to record an econom-

ic activity. The most common documents are invoices, bank statements, contracts and 

any kind of documents that meet the content and format requirements defined by the 

Act on Accounting. It must be issued in accordance with the principle of clarity.  
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According to the Act on the Rules of Taxation, an accounting document and its re-

cording must be appropriate to define the account tax base, tax liability, tax relief and 

allowances as well as to the audit them. When issuing documents, it is required to pay 

attention not only to the Act on Accounting and to the Act on Rules of Taxation but 

also to the regulations of the Act on Value Added Tax (VAT). The most important 

connection between the three above laws is Chapter X. of the Act on VAT. The gen-

eral form and content of an accounting document is specified in the Act on Account-

ing, but the rules of invoice and the compulsory content of a document are specified 

in the Act on VAT. 

As a member state of the European Union, Hungary also must adapt to the rules of 

the EU (Szakács, 2013). One of these rules provides that when issuing an invoice the 

rules of that member state in which the purchase or service has been performed have 

to be applied. There are some special cases in which the taxpayer is exempt from the 

obligation of issuing an invoice – in these cases a document substituting the in-

voice, a receipt or a simplified invoice is enough to be issued. In addition, instead of 

a printed invoice issued on a PC, an e-invoice is sufficient if it meets the rules, which 

is why the Act on Accounting was changed in 2004 (Czöndör, 2009, p. 2). Enterprises 

have been obliged to inform the Tax Authority about their invoicing programme from 

1st October 2014.  

The Act on the Rules of Taxation contains the regulations of tax inspection and 

sanctions to encourage the taxpayer to behave as he is supposed to. Accordingly, a tax 

audit detects all kinds of mistakes and there is serious penalty for not returning it. 

There is an especially high tax penalty, 200 % of the tax shortage, when the docu-

ments, books or records are untrue or simulated. 

This Act rules that documents must be kept until the tax assessment statutes of 

limitation run out. The limitation period takes five years after submitting a tax return, 

and the documents must be kept in a place registered to the Tax Authority. But in the 

Act on Accounting there is a longer period for which documents must be kept. Annu-

al Reports, records on inventories, analytical records and ledger accounting with its 

documents must be kept for at least eight years in a readable condition, even if a com-

pany has gone bankrupt or the ownership has changed. An e-document must be saved 

as electronic data in a special way that prevents unauthorized access (Act on VAT). 

 

 

3.2. Fulfilment of corporate income tax liability  

and accounting regulations  

 

In general, companies assess their tax liability on the profit by the Act on Corporate 

Tax and Dividend Tax (CT). The rules of calculating a company’s pre-tax accounting 

profit are based on the Act on Accounting. The base of corporate income tax is the 
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pre-tax accounting profit adjusted by increasing and decreasing items set out in the 

Act on CT. There are many items of this kind, the increasing items are numbered 

from „a” to „v” and the decreasing items from „a” to „z”. 

The form of the annual corporate income tax report contains the data from the bal-

ance sheet and the income statement as well as the increasing and decreasing items. 

The regulations of the Act on Corporate Tax are stricter than the rules in the Act on 

Accounting (Szakács, 2013). The basic difference between the two laws is that the 

Act on Accounting primarily protects the interests of businesses but the main task of 

the Act on CT is to provide the expected budget revenues. At this point, there is an 

important contradiction between the two laws because the Act on Accounting does 

not deal with deferred tax in the case of the stand-alone financial statement.  

There are some tax base adjusting items to create consistency between the two 

laws, for example in connection with depreciations, provision or related companies’ 

prices. The costs are generally tax base deductible if they are incurred wholly and 

exclusively for business, so if not, this amount would be an increasing item. In ac-

cordance with the government's policy, tax base decreasing can only be carried out if 

new employees have been hired.  

 

 

3.3. Simplification is needed  

 

The Hungarian accounting and tax systems are complicated, especially for SMEs. 

Tax administration is difficult and to meet the requirements takes a lot of time. The 

objective of the introduction of the Simplified Entrepreneurial Tax (SET) was to re-

duce the administrative and tax burden for private entrepreneurs and SMEs in 2003. 

Choosing this type of tax they need not take the regulations of the Act on PIT or the 

Act on CT into consideration. In addition, entrepreneurs do not pay value added tax as 

a general rule and the special cases are listed in the Act on SET. This method became 

popular very quickly, but because of the increasing tax rate, the number of the tax-

payers paying this kind of tax has fallen (Ambrus, 2015, p. 102).  

After introducing the two new alternatives, the number of taxpayers of SET dropped 

dramatically in 2013 (Diagram 1).  

The small taxpayers’ Itemised Lump Sum Tax is a really simply method of taxa-

tion because this relatively low „sum tax” contains social contribution as well. Tax-

payers only have to make an annual tax report about their revenues. It is no wonder 

that this is the new favourite. The number of taxpayers of the Itemised Lump Sum 

Tax was almost 114,000 in May 2015 and it is increasing continuously.  
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Diagram 1. The number of tax payers and the tax rate  

of the Simplified Entrepreneurial Tax  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Sources: based on data of the National Tax and Customs Administration  

(NAV, 2015, p. 123) and the Act on SET.  

 

In order to reduce the tax administration of SMEs, the Small Business Tax (SBT), 

based on the cash basis of accounting, was introduced. Revenues must be considered 

at the time of the cash in, and expenditures at the time of the cash out, so the tax has 

to be paid when the money is available (Németh, 2015, p. 103). However, the goal of 

the Hungarian government was to simplify the administration of SMEs (Pankucsi, 

2015, p. 318) and to reduce the tax burden according to these two new tax methods, 

but the SBT has quite a major drawback. Namely, to fulfil the regulations of the SBT, 

the Act on Accounting are required together (SBT) and that is why fewer than 8500 

small entrepreneurs have chosen it. Unfortunately, the changing of taxation and ac-

counting does not show enough congruence, thus  the economic environment of en-

terprises is not yet foreseeable enough.  

 

 

Conclusions 
 

After the changing of the political regime, Hungary was at a cross-roads with regard 

to accounting and legislation. Traditions won, like in almost all of the transitional 

economies at that time. Hungary chose the codified law and the continental account-

ing, which did not mean a closely defined way of regulations. The first, original Act 

on Accounting made the profession aware of independent decision making, but it 
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could not, or did not want to make the best of the chances available, and it would 

have liked to continue the previous, rule-oriented professional attitude from socialism. 

This way resulted in rigid accounting regulations which are riddled with contradic-

tions: law versus standards, and in the background legislation versus professional 

bodies. The economic troubles of the transitional economies prioritised fiscal interests 

and that was the reason for the often too strict and bureaucratic tax provisions and the 

high tax burden.  

The above situation of Hungary strengthened the role of legislation as the best an-

swer to the troubles. Ficzere (1995) described in his article the exaggerated specified 

legislation. In his opinion, the most important issue is that it conforms to the demands 

of society. Unfortunately, his statements are still true today. In our opinion, legislation 

is needed to create a more flexible system. Consequently, the state should decrease its 

legal, fiscal and controlling roles to increase the independence of the profession so it 

can fulfil the true and fair view, and to decrease the bureaucracy in accounting and 

taxation. A further problem is the lack of harmonization and synchronization between 

the accounting and taxation regulations. 

The improvement is impossible without the professional and financial independence 

of professional bodies in accounting and taxation (Mészáros, 2003, pp. 521–522), 

who can prepare or help the Hungarian Accounting Standards as soon as possible. 

Finally, the attitude of the profession is also an important factor, namely independent 

decision-making instead of conformity to hard-and-fast rules. Nevertheless, the de-

scribed positive changes of both areas could show a way out of the recent exaggerated 

regulations.  
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