
International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-6, Jun-2018 
http://iraj.in 

Analysis of Equality of Principal Accounting Terminology in Croatian Normative Framework 
 
1 

ANALYSIS OF EQUALITY OF PRINCIPAL ACCOUNTING 
TERMINOLOGY IN CROATIAN NORMATIVE FRAMEWORK 

 
1IVANA MAMIC SACER, 2IVANA PAVIC, 3LAJOS ZAGER 

 
Faculty of Economics and Business, University of Zagreb 
Email: imamic@efzg.hr; ipavic@efzg.hr; lzager@efzg.hr 

 
 
Abstract: The history of accounting profession in the Republic of Croatia reaches the beginning of the 90-ies of the last 
century. There have been a lot of changes in the Croatian accounting normative framework from the establishment of Croatia 
till nowadays. Those changes have been influenced and caused by many factors. Worldwide globalization processes haven't 
passed around the field of accounting, so correspondingly the harmonization processes of accounting have marked the 
accounting system in Croatia as well. Further, the International Financial Reporting Standards, as a globally accepted set of 
standards, have had the strong influence on the Croatian accounting regulation. Croatian joining the European Union and the 
alignment with the EU acqui communitare, such as accounting regulation and directives, have had an important impact on the 
accounting legal regulation in Croatia. Apart from the standardization of accounting language, there are some disadvantages 
of accepting the international accounting terminology.  Finally, the specifics of Croatian accounting profession, the different 
setters of accounting framework and often changes of the acts have caused the diversity in accounting terminology used in 
passing several laws and accompanying rules regarding accounting. Taking into account all these features, the main goal of the 
research is to perform the analysis of similarities and differences in the actual accounting normative framework in order to find 
out the most common used accounting terminology. In that context, the legal acts such as the Accounting Act, the Companies 
Act, acts regarding taxes and other related acts are explored. The corresponding vocabulary among the selected corpus is 
searched and the list of main accounting categories is formed. Further, authors perform the test of frequency in the interest of 
categorical discovery. The focus is given on principal accounting categories necessary to enact accounting rules. The research 
methodology includes the selection of the most significant elements of accounting normative framework that will be 
investigated during the research, making and processing the corpus of written texts and providing the frequency analysis of 
main accounting categories in the corpus. The results from the research can be expected in the form of the identified frequency 
of main accounting categories, the determined level of diversity in the used terminology with detected most common 
synonyms. It is expected that these results can help to improve the accounting scientific and professional literature and 
accounting normative framework in the Republic of Croatia.  
 
Index Terms: accounting corpus, accounting normative framework, Croatia, terminology 
 
I. INTRODUCTION 
 
The history of accounting profession in the Republic 
of Croatia reaches the beginning of the 90-ies of the 
last century. There have been a lot of changes in the 
Croatian accounting normative framework from the 
establishment of Croatia till nowadays. Those changes 
have been influenced and caused by many factors. 
Worldwide globalization processes haven't passed 
around the field of accounting, so correspondingly the 
harmonization processes of accounting have marked 
the accounting system in Croatia as well. Further, the 
International Financial Reporting Standards, as a 
globally accepted set of standards, have had the strong 
influence on the Croatian accounting regulation. 
Croatian joining the European Union and the 
alignment with the EU acqui communitare, such as 
accounting regulation and directives, has had an 
important impact on the accounting legal regulation 
in Croatia. Apart from the standardization of 
accounting language, there are some disadvantages of 
accepting the international accounting terminology.  
Finally, the specifics of Croatian accounting 
profession, the different setters of accounting 
framework and often changes of the acts have caused 

the diversity in accounting terminology used in 
passing several laws and accompanying rules 
regarding accounting. Taking into account all these 
features, the main goal of the research is to perform 
the analysis of similarities and differences in the 
actual accounting normative framework in order to 
find out the most common used accounting 
terminology. 

 
II. PREVIOUS RESEARCH - LITERATURE 
REVIEW 
 
For accounting it is usually said that it is a language of 
business. It presumes that accounting information is 
used in making business decisions but also that the 
users of accounting information understand that 
language. However, sometimes there is a difference in 
understanding accounting information from the 
accountant’s point of view in comparison to some 
other professions. A report of joint exploratory 
committee appointed by The institute of chartered 
accountants in England and Wales and by the 
National institute of economic and social research 
discussed about the difference in understanding the 
accounting terms between accountants and 
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economists. Accounting meaning can differ from 
economic terminology so they stress the importance of 
terminology for mutual understanding.  In line with 
this, modern economic concepts often include some 
terms that truly differ from accounting meaning. For 
instance, the accounting definition of capital does not 
include human capital. Furthermore, university 
teachers often teach accounting concepts based on 
accounting standards and formal normative 
accounting framework. Nevertheless, even accounting 
practice can sometimes for the same term use several 
synonyms. What the most widely spread term would 
be, it depends on many features, such as education, 
books, journals, legal acts, accounting standards, 
prescribed fill in forms, terminology implemented in 
accounting software (especially in chart of accounts) 
etc.  

In case where several regulations enact accounting 
issues, especially if they were issued in different points 
in time and were prepared by different institutions, 
there is an opportunity that the used terminology 
includes more synonyms. That is why, the whole 
spectrum of preparers, standard setters and users 
should be familiar with those synonyms.  
   The significance of accounting terminology is 
recognized in many accounting studies worldwide. 
Since the globalization processes influence the 
harmonization of accounting it is expected that the 
majority of studies is related to the translation issues. 
Problems with the translation of accounting 
terminology arise because ''the speakers of different 
languages also perceive and interpret accounting 
concepts in different ways'' [14]. However, Evans 
doesn't think that translation is impossible, rather it is 
incomplete. Moreover Evans, Baskerville and Nara 
(2015) find that the importance of translation in 
accounting is underestimated or disregarded. [13] 

Previous studies are often oriented in exploring 
accounting terminology through the dictionary 
analysis [15]. Even professional institutions have 
noticed the problems in translation of accounting 
terminologies. For instance, Arab Society of Certified 
Accountants (ASCA) emphasizes that usually ''more 
than one specialized translator is required to conduct 
the translation, which raises problems including 
maintaining the consistency of terms and concepts.'' 
This can cause further problems in implementing 
some new vocabulary in national language. In the field 
of accounting the most common translated material 
are the International Financial Reporting Standards 
because this is the most widely used set of standards 
worldwide. Besides, in the area of European Union, 
the European Union accounting directives and 
regulations have a great impact on accounting 
terminology of the Member States. However, Unegbu 
(2014) stresses that previous studies found that ''the 
standardization of the terminology used in defining 

the framework of accounting can contribute to 
increase the degree of understanding theory''. [28] 

Some studies deal with the recognition of 
similarities and differences between some terms. 
Norberg and Johansson (2013) examined the 
linguistic view of accounting terminology and 
translation issues, and tested the understanding of 
accounting term – income.[18] They conclude that the 
findings show that misinterpretations of accounting 
terms occur both on national and cross-national levels. 
The research focus of Elson, O'Callaghan, Walker and 
Williams (2013) was on the meta language of 
accounting.[12] They tested the students' level of 
understanding of the meta language of accounting and 
found out it is fairly low.   Other than accounting 
terms, the near affiliated area of auditing is also a 
subject of terminology research. In 1991 Olson and 
Woottoon explored semantics in the auditor’s 
standard report.[19] 

Gintaras (2011) examined in his research the 
problems of financial terminology in the field of 
accounting and concluded that ''the use of incorrect 
terms has a negative impact on the results provided in 
financial reports'' so as all the above mentioned studies 
indicate, it is of great importance to investigate the 
terminology in the field of accounting. [8] 

 
III. COMPARATIVE ANALYSIS OF 
PRINICIPAL ACCOUNTING TERMINOLOGY 
IN THE SELECTED ACCOUNTING LEGAL 
ACTS 

 
A. Research methodology 

The focus of this study is in Croatian accounting 
normative framework. There is a lack of research in 
Croatian scientific literature on this topic, and this 
area is recognized as very important part for science 
and accounting practice as well.  
The selected corpus of accounting normative acts 
consists of several regulations: 
(1) Profit oriented entities regulations: 

 Accounting Act, National Gazette 90/1992 [4] 
 Accounting Act, National Gazette 146/2005 

[2] 
 Accounting Act, National Gazette 109/2007 

[1] 
 Accounting Act, National Gazette 75/2015 [3] 
 The Rule On Annual Financial Statements' 

Structure 
And Content [24] 

 The Law on Amendments to the Law on 
Accounting 

120/16 [22] 
 Agreement on Amendments to the Law on 

Accounting 134/15 [5] 
 The Law on Audit [24] 
 Companies Act [9] 
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 Croatian Financial Reporting Standards. [11] 
(2) Non-profit organisations regulations: 

 Law on Financial Operations and 
Accountancy of 

 Non-Profit Organisations [17] 
 The Rule on Reporting in Non-Profit 

Accounting and 
the Register of Non-Profit Organisations [27] 

(3) Public sector (budget accounting) regulations: 
 The Rule on Budget Accounting and the Chart 

of 
Accounts [25] 

 The Rule on Financial Reporting in Budget 
Accounting [26] 

(4) Tax acts: 
 Value Added Tax [29] 
 Profit Tax Act [20] 
 Income Tax Act [16] 

(5) Other related acts: 
 Credit Institutions Act [10] 
 The Insurance Act [21] 
 Capital Market Act [7] 
 

Normative framework in accounting usually includes 
legal acts that lay down obligations and principles of 
conducting accounting and preparing financial 
statements. Other than that, financial reporting 
standards regulate the accounting principles and 
provide the basis for the selection of accounting 
policies. Since the process of issuing certain act 
requires a specific procedure where different 
institutions and interested public can have an impact 
on it, there is a presumption that accounting 
normative framework in the Republic of Croatia uses 
synonyms for certain accounting terminology. 
Additionally, Croatian accounting framework is 
particularly influenced by the EU regulations and the 
IFRS terminology. The main goal of the paper is to 
analyse Croatian accounting normative framework for 
main accounting categories in order to find out the 
equality in the used terminology. For the purpose of 
the study the corpus of acts for the study is selected 
(listed above). 
   The corresponding vocabulary among the selected 
corpus is searched and the list of main accounting 
categories is formed. Further, the test of frequency in 
the interest of categorical discovery is performed. 

B. RESEARCH RESULTS 
This paper analyse the frequency of used accounting 
terminology in Croatian laws relevant for business 
entities, including laws relevant for profit, non-profit 
and public sector. Chart 1 presents the frequency of 
used accounting terms related to annual financial 
statements in 20 analysed laws, where the most 
frequently used terms as well as their synonyms have 
been considered.  

Chart I Frequency of Terms Related to Financial 
Statements Occurrence in 20 Croatian Acts and Laws 

 
 
As can be seen in chart I, the balance sheet is the term 
mentioned in 75% observed laws and regulations, the 
profit and loss account in 65%, the cash flow 
statement in 45%, the statement of changes in equity 
in 30%, and the notes to the financial statements in 
50% observed laws and regulations. This points out 
that understanding accounting terminology is not only 
significant for accountants and auditors, but also for 
all business people, as accounting is often referred as 
the "business language". 
Table I The most frequently used terms and synonyms 
for financial statements in 20 Croatian Acts and Laws 

 
Table I shows the most frequently used terms for 
financial statements as well as their synonyms in 20 
Croatian Acts and Laws. Table 1 includes English 
terms and original Croatian terms for annual financial 
statements; Balance sheet, Profit and loss account, 
Cash flow statement, Statement of changes in equity 
and Notes to the financial statements. In Croatian 
regulatory framework, beside term “financial 
statements” we found term “financial reports”. The 
first one is more frequently used in the observed Laws 
and Acts. The term “Financial statements” appears in 
16 Laws, term "Financial reports" appears in 2 Laws, 
while only two observed Laws do not mention those 
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terms; The Income Tax Act and the Value Added Tax 
Act. These points to the importance of the accounting 
terminology related to financial reporting in Croatian 
regulatory framework and highlight the need for using 
understandable and uniform terms related to financial 
reporting. 
There are 2 terms used for Balance sheet in Croatian 
Regulation; “Balance sheet” and “Statement on 
financial position”. Balance sheet is a term that is 
commonly used in the analyzed laws and it appears in 
11 laws while the term "Statement on financial 
position" appears in 4 Laws.  
In profit sector beside the term “Profit and loss 
account”, the term “Statement on Comprehensive 
income” was found while in non-profit and public 
sector mostly commonly used term is “Statement on 
revenues and expenditures”. The title “Profit and loss 
account” was found in 10 observed laws, while the 
term “Statement on comprehensive income” was 
found only in 3 Laws.  Since public sector accounting 
is specific in relation to profit sector accounting the 
accounting principles are not the same. Profit sector 
uses accrual basis for recognition of revenues and 
expenditures while public sector uses modified accrual 
basis which implies the recognition of revenues only 
when charged, and expenditures when incurred. 
Accordingly, financial statements for profit and public 
sector differ, as well as its titles. In three observed laws 
terms "Profit and loss account" and "Statement on 
comprehensive income" simultaneously appear. 
The frequency of occurrence of the term "Cash flow 
statement" in Croatian laws and regulations is less 
than for the balance sheet and profit and loss account, 
and the title of this financial statement appears in 6 
laws and regulations. “Cash flow statement” and 
“Statement of cash flows” are most commonly used 
terms in Croatian Laws. Research showed that the title 
“Statement of changes in financial position” also 
appears but more rarely in Croatian Regulation. 
“Statement on inflows and outflows” is specific for 
non-profit and budget accounting.  
According to first Croatian Accounting Act (National 
Gazette, 90/192) “Statement of Changes in Equity” 
was not recognized as primary financial statement. 
Since 2005 it was included in the set of primary 
financial statements. The title of this financial 
statement is translated into Croatian language as 
“Statement of Changes in Capital”. “Equity” is term 
which is used in Croatian regulation exclusively in the 
context of loan repayment. However “Statement of 
Changes in Equity” can be found in domestic 
accounting practice. The term “Statement of Changes 
in Equity” usually appears in the accounting 
regulations for profit sector in Croatia. The 
appearance of this term in other analyzed laws is rare. 

“Notes to the financial statements” is most 
commonly used term and rarely appears as “Notes to 

the financial reports” in Croatian Regulations.  The 
term “Notes to the financial statements” is uniform in 
the Croatian regulatory framework, but less frequently 
appears in the observed Laws in comparison to the 
balance sheet and profit and loss account. 
Table 2 indicates a high level of terminological 
alignment of financial statements’ elements in the 
Croatian laws. Although in the English speaking area 
“Income” is synonym for the term “Revenue”, in the 
Croatian speaking area, only one term is used for most 
financial statements’ elements which is positive in the 
context of understanding the meaning of the terms 
itself. Minor fluctuations in terminology can be found 
at the term “Equity” which should be translated into 
Croatian language as “Capital”. The “Equity” is 
literally translated into Croatian language as “Equity - 
Glavnica” only in Croatian Financial Reporting 
Standards. Other regulation uses term “Capital”. This 
element of balance sheet can be found as term “Own 
sources” in laws regulating non-profit and public 
sector. 

Table II The most frequently used terms and 
synonyms for elements of financial statements 

Elements 
of financial 
statements 

The most 
frequently 
used term 

Croatian 
term 

Synonyms Croatian 
term - 
synonym 

Assets Assets Imovina - Aktiva 
Liabilities Liabilities Obveze - - 
Equity Capital Kapital Equity, 

Own 
sources 

Glavnica, 
Vlastiti 
izvori 

Revenues Revenues Prihodi - - 
Expenses Expenses Rashodi - - 
Profit and 
loss 

Profit or 
loss 

Dobit ili 
gubitak 

Result of 
business, 
Business 
result 

Rezultat 
poslovanja, 
Poslovni 
rezultat 

Inflows Inflows Primici - - 
Outflows Outflows Izdaci - - 
Cash flow Cash 

Flow/Cash 
Flows 

Novčani 
tok/novčani 
tijek 

- - 

     
Different terminology is used for “Profit or loss” in 
Croatian Laws and Acts; the following terms were 
found; “Result of business” and “Business results”. 
Also, the term “Profit or loss for the business year” 
and “Profit or loss for the current year” was found. 
 
Chart II Frequency of Terms Related to Title of 
Enterprises Occurrence in 20 Croatian Acts and Laws 
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The paper also analyzes the frequency of terms used 
for quotation enterprises in the acts and laws and it has 
been identified that the most commonly used term is 
“Trading company” or in Croatian language 
“Trgovačko društvo” identified in 70% of laws and 
regulations. Furthermore, the next most frequently 
used term is a “Business subject”, followed by the term  
“Company” and the term “Joint stock company” that 
only applies to a part of the company whose shares are 
quoted on the stock exchange, so as was expected, the 
frequency of occurrence of this term is lower (chart II). 
Furthermore, the paper analyzes the terminology 
alignment of basic accounting terms including; 
Business books, Bookkeeping documents, List 
(inventory) of assets and liabilities, General journal 
and general ledger, Chart of Accounts and Accounting 
period (table III).  The terms “Journal”, “General 
ledger” and “Bookkeeping documents” do not have 
synonyms in Croatian laws and regulations. 
Furthermore, the term “Business books” is most 
commonly used term while terms “Accounting books” 
and “Bookkeeping records” appear sporadically in 
Croatian Laws.  Inventory (list) of assets and liabilities 
is regulatory yearly obligation for business entities in 
Croatia. This term does not have adequate translation 
into English language where we found just term 
“Stocktaking” which implies just one part of the list of 
assets and liabilities. Croatian profit sector does not 
have unique “Chart of accounts” that should be 
applied by all business entities. This term appears in 
Acts and regulations for non-profit and budget 
accounting under synonym “Computing plan – 
Računski plan”. Different laws and acts use different 
terms for “Accounting period”, such as: “Reporting 
period”, “Business year” and “Tax period” specific for 
tax laws. 

 
Table III Basic Accounting terms and synonyms 
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CONCLUSION 
 
The language of certain profession depends on several 
determinants. When it comes to accounting than 
standard setters, legal regulations, EU directives, 
common practice, university and secondary education, 
different publishers of accounting books and journals 
are significant for making accounting terminology 
active.  
Authors explored the legal acts such as the 
Accounting Act, the Companies Act, acts regarding 
taxes etc. The focus is given on principal accounting 
categories necessary to enact accounting rules. The 
research methodology included the selection of the 
most significant elements of accounting normative 
framework that are investigated during the research, 
making and processing the corpus of written texts and 
providing the frequency analysis of main accounting 
categories in the corpus. The research results indicate 
certain level of equality of principal accounting 
terminology. However, our results show that there is a 
practice of using synonyms in the observed laws so 
terminology glossary or dictionary with accounting 
terms would increase better understanding of these 
terms, especially for non-accountants who are closely 
related to the accounting field, such as managers.  
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