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With the development of the society and its ecom@ystem, a need has
emerged to develop accounting as well. The incngasdle of social accounting,
which keeps records of for-profit, non-profit, agdvernmental organisations, is
associated with the complexity of the environmentwhich businesses and
organisations are operating and presenting repati®ut their social, ethical, and
environmental aspects. Organisations are subjecyreater transparency, and
many stakeholders are interested in and concerneautathe performance of
organisations within the context that is not refésl; to a satisfactory extent, in
traditional accounting. Traditional accounting emss reporting to the
shareholders or the state, whereas social accognpirovides information to all
stakeholders, including the public. Social accougtincludes all kinds of accounts
that go beyond the economic and for all the difierabels under which it
appears. This paper deals with the main issues otk of corporate social
responsibility, which is a very important preredtésfor organisations in order to
introduce the principles of social accounting.
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Introduction

Social accounting is an emerging trend in accowytamvhich takes into
consideration such non-financial aspects as saemlironmental and governance
information. This approach is important for a stamed and systematic dialogue
with the stakeholders, particularly considering ttiwersity of interests and
objectives. The literature research shows, thatynsanthors take stock of the past
forty years’ experience of the "social audit andcamting project” and its
contribution.

Traditional financial accounting systems cannotecegth the complexity of
modern governance requirements. To tackle thesbélgms, it is helpful to
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disclose the non-financial indicators, which is giatly defined as environmental,
social and governance information. These indicatomaracterize how the
organization takes into consideration the sociajrenmental, ethical and human
rights-related issues in its daily operations. Q@igations make a large influence
on environment and social matters, therefore tlae to be socially responsible.

Corporations, especially the larger ones, offeotaof information on their
environmental and social matters. It turns out tHa major reason for a
mainstream corporation’s interest in social accimgnand auditing is their wish to
cope with the increasing complexity of their sitoat and the associated
management processes.

The European Parliament Report on the Corporat@aSeesponsibility (CSR)
of 29.01.2013. expresses the opinion that muliedtalder approach should form
the basis of all initiatives supported by the EU,well as of CSR. CSR is an
enterprise’s responsibility for its effect on theciety. Active awareness of social
responsibility brings enterprises greater trust asmcial acceptance. The
Commission communications directly call for a larggumber of enterprises
engaging in CSR practices. Enterprises have alvimcome involved in the
processes of the society in which they operate, @8R can be implemented in
enterprises of any size (Report, 2013).

Business accounting sets out in an orderly way ttaasactions of the
individual business, provides a quantitative basiswhich the managers of a
business can work, and through budgeting for theiréy indicates potential
problems that the business will have to overcomeraer to flourish. Social
accounts are designed to meet much the same afjgctiot for an individual
business, but for the whole economic system (StGneft-Murray, 1988). Social
accounting tends to be concerned with issues afiatability in business and non-
business organisations, institutions, society, state.

The goal of the article is to examine the increasing rolesoial accounting
and its contribution to the society, as well as tiode of corporate social
responsibility (CSR). The authors explain the cphad CSR, identifies the roles
of stakeholders and reporting, and examines thetifums of social accounting.

The research methodsare following: the monographic method, analysid an
synthesis, induction and deduction method.

1. Corporate Social Responsibility

CSR is a sustainable development approach thatudaesl economic
development, as well as the social and environrhasfzcts. Its implementation is
characterized in a sustainability or social repdmnt.general, due to intensive
exchange of information between the stakeholdessQSR, preparation of social
non-financial reports and effective corporate comitation leads to an open and
transparent environment in the society, industry tiie whole country, as well as
promotes a more intensive development of the nati@zonomy (Kéanova,
2011).

In the current complicated economic and politidalation, the promotion of
CSR on a national level is an opportunity to createpositive business
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environment, as far as CSR is understood as tloet eff enterprises to increase
their positive impact and eliminate or minimize ithaegative impact on the

society and the environment by performing actisgitieat are above the framework
of the enterprise’s legal obligations. The Europé&arliament Report on the
Corporate Social Responsibility states that CSRudes also the compliance with
the legislative requirements in the field of phgsievork conditions, hiring and

laying off procedure development and policy, prttet of employee data and
privacy, as well as timely payment of salaries atiter remuneration. The Report
draws attention to these aspects stressing thatc@8me implemented only after
the existing legislative enactments have been dechplith (Report, 2013).

For example, Clarkson suggests that organizatidghtrononsider social issues
without making them the subject of legislation, lexer, it is an unstable situation
and legislation will need to be implemented in aglderm (Friedman, Miles,
2006).

Nowadays consumers are paying more and more aftetdi an enterprise’s
activities in the field of CSR, thus motivating argzations to select a transparent
approach, especially in activities related to ethisocial and environmental issues.
Such transparency promotes trust between emplayekthe organization.

Many critics of business ethics usually considat thusiness is disassociated
from social responsibility. According to M. Friedmait is not business
managers’primary duty to be socially responsible.afgues that it is irrational for
managers to be socially responsible, as they jetsh@cording to the logic of the
market. Business managers should pursue only thé afoincreasing profit for
their shareholders. His criticism is based on tesumption that business is a
separate field of society that is disassociatedhfthe morally concerned public
(Ulrich, Sarasin, 1995).0n the other side, A. Skaitinvisible hand” supposedly
guarantees that business managers’ actions wilitai#y contribute to the social
wellbeing in the best possible way.

Nowadays, responding to increasing concerns alswethical performance,
business community recognizes the value of ettics. instance, in the study
Tomorrow’s Companyonducted by the Royal Society for Arts, it wasmined
what kind of enterprises are likely to be succddsftomorrow’s business climate.
This study concluded that enterprises of tomorral farm deeper relationships
with key stakeholders as a means of achieving fiahssuccess.

Professor Henk van Luijk and others from the Euampmstitute of Business
Ethics (EIBE) supports this view by pointing ouatthigh ethics companies know
that their reputation — a reputation for fair degliwhich gains them the trust of
their customers, suppliers and the community afelar is crucial to their financial
success. Values-in-action that result in trusggrity and commitment are integral
to making long-term relationships work and hence also profitable (Starkey,
Welford, 2005).

In practice, CSR is implemented by only a smallcpatage of the large
enterprises. Small and medium enterprises (SMEspanajor component across
the EU in the drive for jobs, growth and compettiess, therefore they should be
involved in the debate about CSR, to ensure thatithplementation of such
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approach does not create excessive administrativeeh and that reporting of
their non-financial indicators does not incur dportionate cost.

The inherent connections between business andatmenanity must include
social dialogue and transparency. The differenkstasssociated with CSR are
numerous:

« from the organisational aspect — coordinating mdéistructures to fulfil
obligations regarding employees' wellbeing and tigraent;

« from the external stakeholder aspect — workindhaninterests of business

with shareholders, customers and other partneckjdimg public authorities

and communities.

- from the local impact aspect — assessing and wgrkinimprove the

impacts of business practices on the surroundingl loommunities and the

environment.

Enterprises should recognise these connectionaetnely adopt their CSR as
a core business objective, to achieve the maximmam¢ial and social value for all
community stakeholders.

EESC Employment, Social Affairs and Citizenshiptiees’ opinion about
The renewed EU Strategy for Corporate Social Resipdity for 2011-2014 states
that all statutory bodies — national, regional,aloand EU institutions — within
the Union must set out and follow a CSR strateggrtivide an example for other
sectors. Therefore it is necessary to develop lglefined internal CSR policies
(EESK, 2012). When implementing CSR, it is impottanconcentrate not only on
the environmental issues, but also on social stalsdaince these are essential to
re-creating a social climate that promotes econormgiowth and social
convergence.

2. Stakeholder Engagement

As stated by McGrath, traditional financial repogtiis failing to satisfy the
needs of business organisations and stakeholdeds,aa a result, stakeholder
expectations for transparency make organisatiopsvate and public, as well as
non-profit entities — adopt beyond-compliance réipgr of non-financial
performance.

Making an organization open to external stakehoddgragement can provide
an effective solution to problems related to itpresentativeness, transparency,
and accountability. CSR affects all the stakehalderolved in the enterprise’s
operation and its internal and external activitieall parties that participate in it
and all that are affected by this operation. Thegynbe the enterprise’s
shareholders or owners, employees and their fanileustomers, business
partners, trade unions, government institutionsigoeernmental institutions, the
media, the local public. The enterprise bears mesipdity before them all.

Deegan, Rankin, Voight, Nash, and O’'Donovan shoat thnotivations for
social reporting include: reducing adverse effeafscertain events, increasing
competitive advantage, managing pressures to astmirgocial and environmental
responsibilities, public image, and legitimacy.dmer to achieve this, social and
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environmental impacts must be recognised as elem@fit organisational
performance management and control systems.

Opening up the organisation to stakeholder corinlbuand scrutiny can be an
effective answer to the issues of representativeenesand
transparency/accountability. Engaging internal amxtiernal stakeholders in the
formulation of organisational strategies, policiesid actions that affect them
brings the concept of representativeness to a nuanecrete level. While
maintaining the integrity of their specific missiamd identity, organisations that
engage stakeholders in their decision process aesepted with needs and
expectations that might affect the outcome of tlganization’s activities, as well
as the way these activities are co-ordinated am@dnised. On the one hand,
Preston and Post stress that “internal and extgrawicipativeness raise serious
issues about the traditional legitimacy and autonofmmanagerial organisations”,
however such issues can be dealt with on the ludsghared definition of the
boundaries of participation and the rules that guidIn addition, participation of
stakeholders increases transparency. The adoptiademuate accountability and
assurance tools can produce reliable, complete, emséntial information for
evaluating the performance of any organisation.

Transparency requirements can benefit expert arsitdy enabling them to
access information about the performance of orginiss and their office-holders.
Transparency of such information helps experts igeothe wider public with
objective reasons to place trust in the trustwgréimd to refuse it to untrustworthy
organizations.

Transparency also benefits the organizations bywatly them to avoid or
transfer liability, thus reducing their risks. Inanmy commercial transactions,
disclosure is considered sufficient to transfebility, and thereby certain risk,
from those which produce goods and services teetidsch purchase or use them,
in other cases disclosure is seen as enough tsféracertain risks or liabilities to
the general public (Hood, Heald, 2007).

It is clear that enterprises’ responsibility is attar of ethics, since it is not
derived from any legal definition of what is gooddawhat is bad. Although the
content and extent of responsibility might diffesrh one sector to another, values,
organisational culture, as well as stakeholder gagent are the key elements of
this approach to organisational responsibility ket applied to private
enterprises, public agencies, or organisations.

Among the most significant driving factors that raadnterprises adopt social
responsibility tools are attraction of economicogges, continuous improvement
of reputation, and development of management syst@md quality. Social and
sustainability reporting and stakeholder engageroantgive accurate evidence of
the actions taken and of the relative figures. Thaegial accounting becomes a
fundamental tool to reduce information gaps betw#en organization and its
stakeholders (Citroni, Nicolella, 2008).

Stakeholders may be classified into groups based @arkson's
primary/secondary typology. This typology definesareholders, employees,
customers, and suppliers as primary stakeholdanpgtoas they will reduce the
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organisation’s viability if they withdraw from iSecondary stakeholder groups are,
for instance, media and special interests groups avk not engaged in business
with the organisation and are not significant feraperation.

Accountability in the public sector is much broader scope than
accountability in the private sector. AccordingBagnall, Modell, Klott, Martin
and Mayston, while the private sector focuses mpaom financial results and
wealth for shareholders, the public sector comprise diverse group of
stakeholders, which usually includes most citizamsl taxpayers, along with
accountability expectations. As Mulgan points dbe concept of accountability
has expanded beyond its core definition, whichudek internal responsibility of
public servants to professional standards, extaesdonsiveness to the needs of
customers, and public dialogue. For analyses ajatability in the public sector,
it is useful to identify and classify the stakelalsl to whom the organisation is
accountable.

Stewart defines accountability as a Ladder of Aotakility, i.e. several steps
(probity and legality, process, performance, progrand policy). He believes that
for an account to be beneficial, it has to be giiera manner that is easy to
understand and in other languages other than fiaane. a legal account and a
policy account. At the lower levels of Stewart'sldier, accountability involves
one-way communication in the form of audited finahstatements. Yet, at higher
levels, financial statements are supplemented wmibin-financial information,
therefore, the organisation’s communication witikeholders has to be carried out
in the form of involvement and collaboration.

According to Friedman and Miles, such stakeholdegagement can be
classified in 12 steps — the so-called Ladder aké&holder Management and
Engagement. As the ladder rises, stakeholder engage moves from non-
participation to stakeholder control, at the lowsttp, stakeholders are only
informed about decisions made, while at the higlsésp they participate in the
decision making process (Ball, Osborne, 2011). highest level of stakeholder
management techniques are consultation, involvenm&gotiation, collaboration,
and partnership.

3. The Tools of Social Accounting

Social accounting refers to organisational infoioratdisclosures (financial
and non-financial) which significantly extend theope of traditional financial
accounting (via the profit and loss account anchmzd sheet). An often-cited
explanation is that social accounting covers alin® of accounts which go beyond
the economic (Ball, Osborne,2011).

Traditional accounting is only one particular foaithe broader, richer social
accounting. The social accounting literature poiotg that social accounting
reports are usually prepared about certain areastofities — typically those that
affect the natural environment, employees, and madlgical issues which typically
concentrate on consumers and products, local aedhational communities.

R. Grey (2013) suggests that nowadays accountisgtd@nclude also the
functions of social, environmental, and sustaingbiccounting. Many authors
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regard social accounting as a generic term bedausss introduced long ago and
it is simple, thereby it is easy to work with.

Social accounting is not only a private sector eoncbut equally a public and
third sector (the voluntary or non-profit sectofiepomenon, although it has
developed differently in these sectors. In the atgvsector, it has nearly always
been a voluntary undertaking.

In the private sector, financial accounting was @&ndgtill seen as a tool for
seeing how the organisation is doing, for beingoaotable to one particular
stakeholder group — the shareholders. Auditing siaslarly seen as a means of
ensuring that the financial accounts reported tredtolders (and subsequently to
government for regulatory and tax purposes) wecerate.

In the public and third sectors social accountibgsed on a research
conducted by Gray, Dillard, and Spence, also knaarsocial economy (value-
based organisations, non-governmental organisat@mé community business),
has developed slightly differently.

Evans, Gray, Bebbington, and Collison believe thdhe private sector social
accounting is response by principally economic niggtions to demonstrate that
they are not purely economic, whereas not-for-profiganisations might be
thought to have developed social accounting tdfyutteir pursuit of social and
environmental goals in economic terms.

Social accounting, in the for-profit and not-foefit sectors, is concerned with
the control of the entity and its responsibilitydaaccountability to ranges of
stakeholders.

In developed countries, several standards are tesedovide information on
achievements in the fields of sustainable developnend corporate social
responsibility, stressing cooperation with stakdeod. Some commonly adopted
mechanisms/standards evident in the reporting igesciof organisations are the
Global Reporting Initiative (GRI), Social Accountiity 8000 (SA 8000; CEPPA
2001), and the Institute of Social and Ethical Aguability's AA1000
(AccountAbility 1999), etc. However, unlike in rada to financial information,
there are currently no universally accepted statdaegulating the disclosure of
non-financial indicators (Proposal, 2013).

Although there is an evidence of a positive tretite majority of large
enterprises in the EU do not fully meet the growdlegnand of the stakeholders
(including investors, shareholders, employees apdsbciety) for transparency of
non-financial indicators. The problems are relatedboth the quantity and the
quality of the available information. In Europeamith legislation, the issue of
official disclosure of environmental, social andsgmance information is currently
addressed in accountancy directives, however, gmmbar states employ different
approaches to disclosing this information.

Directive 2013/34/EU of the European Parliament ahdhe Council of 26
June 2013 on the annual financial statements, tidased financial statements and
related reports of certain types of undertakingserding Directive 2006/43/EC of
the European Parliament and of the Council andaleme Council Directives
78/660/EEC and 83/349/EEC states that the infoomairesented in management
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reports and consolidated management reports shoatidbe restricted to the
financial aspects of the enterprise, but there Ishdae also an analysis of
environmental and social aspects of the businessssary for an understanding of
the enterprise’s development, performance or mwsitHowever, having regard to
the potential burden placed on SMEs, it is appedprito provide that member
states may choose to waive the obligation to pevidn-financial information in
the management report of such enterprises (Dire@d43/34/EU, 2013).

The practice of more transparent reporting mightalieol that motivates the
organizations to increase and improve their CSRIlte®r to develop their first
CSR policy, which would have a positive effect b public opinion about these
organizations. Disclosure of non-financial indiaatavould also help with more
efficient distribution of assets. The most impottaaxpected benefits from
disclosing non-financial indicators would be thatreased transparency would
promote the society’s trust in enterprises and etarkdt would also motivate the
managers to increase their focus on social and hunghts issues when
developing the corporate strategies, as well aarethe labour relationships and
help in diminishing the risk and costs of conflicéssociated with labour
relationships. Disclosure of non-financial indiaatavill ensure easier and more
extensive access of investors to the most essamiluseful information, thus
enhancing the understanding of sustainability aersitions and long-term
activities. It will ensure enforcement of state mowthe operation of public
institutions and the diminishing of corruption sk

Considering the positive effect of social accouptiao organizations and their
stakeholders, it would be important to introducelegislative basis for the
disclosure of non-financial indicators and inclusiof this information in annual
reports.

Conclusions, Recommendations

1. With the role of corporative social responsibilicreasing in the modern
society, nonfinancial reporting becomes a recoghibesiness practice. The
demands of society are require integrating soa#hical, and environmental
aspects into organization reports. The solutionstrbe flexible and they should
not create disproportionate administrative obligagi and costs, especially for
SMEs.

2. Financial accounting in the private sector is sag tool for seeing how the
organisation is doing, for being accountable to pagicular stakeholder group —
the shareholders. Auditing is similarly seen as eams of ensuring that the
financial accounts reported to shareholders areurat& Social accounting,
however, includes also reporting to stakeholdetse-other internal and external
parties interested in the operation of the orgdioisa

3. On the whole, social accounting tends to be comekrwith issues of

representativeness, transparency, accountabiliteldtes to the fields of society
and government — the public, private and third (poofit) sectors.
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4. Social accountancy principles must be implementedall sectors of
economy, to ensure the disclosure of non-finannfarmation, which is useful for
decision-making, as well as for investors and othekeholders.

5. In order to make the disclosure of environmentakia and governance
information mandatory, non-financial indicators slib be included in annual
reports. The scope of non-financial informationcllisure requirements should be
established based on the average number of empglotfe= total assets and turn-
over.

6. It is necessary to improve the legislation thautates the disclosure of non-
financial indicators, because, unlike in regarddinancial information, there are
currently no universally accepted standards indbkfgect.

7. To determine the actual impact of an organizati@tsvities to the social,
environmental and human rights areas, it is recont®e to apply the UN
business and human rights principles, the prinsigiethe UN initiative “Global
Compact”, etc.

8. The most important benefits that organizations wogjain from the
disclosure of their non-financial indicators is reased transparency of their
operations, improved content and quality of thecldsed information, enhanced
evaluation and management of non-financial risksteneffective management of
resources (including human resources), strengtbeoincustomer loyalty and
growth of capital market efficiency.
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