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Abstract

Accounting process consists of four basic components, i. e. recognition,
measurement, recording and reporting. Recognition, measurement and re-
cording found the accounting database, while the accounting reporting proces-
ses data in the database and puts them out. In that process, recognition is the
first step. It determines the contents, categories and volume of data entering
into accounting database, and confines the contents and processing mode of
reporting, and the volume of output information provided by reporting as well.
Therefore, recognition, which limits maximum volume and contents of input
and output of accounting information, is reasonably considered as “the bottle-
neck” of accounting information system, and thus it plays a very important
role in the accounting process. However, attention to research on recognition
is far from enough, comparing with that to measurement and reporting, there-
fore many practical problems relating to recognition can not be explained theo-
retically. In the current social economic activities, distortion of accounting in-
formation is serious. Recognition is often taken advantage of as a break-
through to produce false accounting information. Many frequent profits manip-
ulation methods are closely interrelated with recognition, such as listing more
or less assets, recognising revenues in advance, listing less expenses and con-
cealing liabilities etc. . Why recognition is taken advantage of by manipulating
profits and producing false information lies principally in the uncertainty of the
recognising activities and the lag in research on the recognition theories. All
these matters demonstrate that research on recognition and its related issues

play a very significant role in theory and in practice.




