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Significance of Recognition and Disclosure in Accounting:

Linguistic Approach
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Accounting has been perceived as the language of business. This paper discusses the significance
of recognition and disclosure in accounting by linguistic approach. A naive interpretation of market
efficiency suggests all that matters is that the information is in the public domain. However decisions
about what to recognize in firms’ financial statements, and what only to disclose in footnotes to state-
ments are fundamental to financial accounting. Linguistic approach suggests recognition versus dis-
closure matter. If so, it is important to understand the implications of the differences for users of

financial statements. We conclude that these are tested by empirical researches.

[#—7—F] accounting information, recognition, disclosure, linguistic approach, market

efficiency
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