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Abstract
It is required currently from enterpeneurs to run their business according to the principles of sustainable
development. As a result the rapid growth for corporate social responsibility among business owners is
commonly observed. They started noticing that being socially responsible can help improve financial
results and competitiveness���������������������������������������������������������������������������
. In order to achieve these goals company involving in corporate social re�
sponsibility should disclose accurately and credibly information on the social and environmental effects
to both external and internal stakeholders.
The research was aimed at indicating the limitations of traditional accounting and the benefits of inte�
grated reporting. The research problem concerns the informative gap between data being reported in
traditional financial reports and stakeholders’ requirements which appears as a consequence of existing
accounting procedures and traditional financial reporting frameworks. According to hypothesis adopted
in this paper integrated reporting helps diminish the information gap. On the basis of the conducted
analysis it has to be said that, integrated reporting as a communication tool enables the company to build
social trust and serve as a differentiator in a competitive environment. That is the reason why, despite
the lack of a globally accepted integrated reporting framework, companies are more prone to prepare
reports voluntarily.
Key words: corporate social responsibility, social responsibility accounting, intangibles, integrated re�
porting.

		

Introduction

The idea of corporate social responsibility (CSR) is gaining more importance in a global
economy. In the context of financial crises, climate changes and social problems it is obvious that business should take responsibility for its activities which affect the society and the
environment at large. It means a completely new business approach, intrinsically linked to the
concept of sustainable development, which puts stakeholders’ expectations at the heart of business strategy. One of the most famous definitions of CSR presents the document “Green Paper
on Corporate Social Responsibility” developed by the European Commission (Green, 2001). In
the light of this definition “being socially responsible” means not only fulfilling legal expectations, but also going beyond compliance. CSR encourages business to take responsibility for
its operation in economic, social and environmental spheres. There is no clear-cut CSR definition, neither in subject literature, nor in practice. The majority of authors stress that in the face
of global competition and rapid changes in business environment it is not possible to maintain
competitive advantages without social responsibility implementation. However, the main aims
of business activity are profitability and economic development, its impact on society and quality of life cannot be ignored.
The CSR strategy seen as a voluntary choice made by the management of corporation
gives rise to the need of the disclosure of information about benefits and incurred costs during the implementation of this concept. Taking it into consideration, social accounting can be
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perceived as a product of the early social responsibility movement of the 1960s (Gray, Kouhy,
Lavers, 1995; Mathwes, 1997; Medley, 1997). Along with that, the accountants started noticing
the need for the application of double entry book-keeping to socio-economic analysis (Zaidi,
2012, p. 8).
There is a common consensus among scientists and practitioners, that effective presentation of activities identified with CSR is one of the necessary prerequisites for achieving advantages from being socially responsible. Social responsibility accounting as operational tool
plays a particular role in the process of communicating the social and environmental effects of
organizations’ economic actions and requires the changes in accounting policy. For that reason
the issue of the implementation of a new integrated model of reporting is the main subject of
deliberations in this paper.
The Concept and Functions of Social Responsibility Accounting

CSR accounting is a process used to identify, measure, and present the state of CSR
risk management and activities related to the improvement of CSR performance in monetary
terms based on financial statements. Thanks to it both external and internal stakeholders can
make assessments and decisions while having an awareness of phenomena identified with CSR
issues as a risk. According to International Federation of Accountants which rather uses the
term sustainable accounting, CSR accounting is applied to methodologies designed to financially quantify the impacts of enterprise activity on the natural environment and the social
stakeholders’ community. The majority of scholars perceive social accounting as a mechanism
aimed at enhancing corporate accountability and transparency to a wide range of external stakeholders, addressing the environmental, social and ethical concerns and values of individuals
upon whom a business has a non-economic impact (O’Dwyer, 2006, p. 220). It can be said, that
CSR accounting embraces a part of accounting which tackles with the registration, analysis and
reporting environmental and social effects of the influence of a given entity on its surrounding,
as well as with the measurement of connections and interaction between economic, environmental and social issues which constitute three dimensions of sustainable development. One of
the Polish researchers of this concept suggests social responsibility accounting focusing on: the
identification of social costs and benefits which appear as a consequence of running a business,
indicating the places of their generating and the ones which are responsible for it (Gabrusewicz,
2010, p. 60). To put it in a different way, social accounting concerns the collection, recording
and evaluation of information on social and environmental performance of the company to
particular interest groups within society and to society at large. Many authors describe social
accounting as an extension of disclosure into non-traditional areas such as providing information about employees, products, community service or reduction of pollution. It allows enriching the information enclosed in traditional financial statement which is presented not only in
a monetary but also in a descriptive form. Conversely to conventional method of accounting
which measured the performances from the perspective of organization itself without trying
to inform all the stakeholders about the externalities and the impact of the organization on the
external environment, CSR accounting adopts here the completely different approach. To sum
up, the main characteristic of CSR accounting can be summarized in the following three points
(CSR, 2007, p. 12):
− a CSR accounting system is designed on the assumption that the majority of business activities are statistically measurable and expressed in some quantified form.
− CSR accounting focuses on the company’s CSR management system and performs
from a monetary perspective the identification and measurement of activities related to planning, implementation and management, monitoring, and revaluations.
CSR accounting evaluates processes to determine whether the CSR management
system operates effectively. What is more, it uses monitoring and feedback to improve management activities. From the perspective of managers, the gathered in-
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formation seems to be helpful in the minimization of CSR risk and the appropriate
execution of business activities.
− the implementation of CSR accounting is treated as a tool that supports all kind
of activities and efforts in the area of corporate social responsibility.
On the basis of the characteristic of CSR accounting discussed above, it is worth stressing, that social accounting can serve three main objectives. Firstly, it provides a complete picture of the organization and its resources. Secondly, this part of accounting system is perceived
as an instrument the purpose of which is to prevent socially irresponsible behaviors. Finally,
CSR accounting motivates and encourages companies to take up socially responsible activities
(Krasodomska, 2013, p. 14). In conclusion, taking into consideration that social accounting
consists of environmental, human resources and ethical accounting, each of these areas has its
own major objectives. Environmental accounting focuses on the identification and measurement of the costs and the effects of the environment within the conservative accounting systems. As a part of the managerial accounting, it aims at developing new financial accounting
and accountability systems performing the information and control functions in management.
Human resources accounting concentrates on incorporating in the financial statements information regarding inputs and outputs which occur in the process of knowledge creation. The
gathered information within this area refers to knowledge, competences, abilities, professional
training, skills and talents in a given organization. In turn, ethical accounting comprises data
concerning the organization’s ethical values and behaviors in relation to consumers, business
partners, natural environment and local community.
The Business Benefits of Reporting on CSR

CSR reporting is used by companies to measure, disclose, and be accountable to internal
and external stakeholders with regard to their environmental, social, economic and organizational performance. These issues are presented within documents such as annual reports or
sustainability reports. It is worth noticing, that this term can be regarded as synonymous with
sustainability reporting. According to the most recent statistics, the number of global reports
changed from almost zero in 1992 to an expected 4000 in 2010 (von Wensen, Broer, Klein,
Knopf, 2011, p. 22-23). The growing popularity of CSR reporting observed over the past two
decades encouraged the author to analyze the main reasons for companies to disclose information on their sustainability performance. The study, carried by Klynveld Peat Marwick Goerdeler (KPMG) in 2010, indicates the most important reasons for the disclosure of information
on CSR, such as (von Wensen, Broer, Klein, Knopf, 2011, p. 19):
− comply with regulations;
− account for sustainability performance and activities;
− improve internal processes to enhance sustainability performance;
− promote achievements in sustainability to stakeholders;
− engage with stakeholders about sustainability performance or to meet their expectations;
− demonstrate management of sustainable performance.
The similar reasons for reporting were also shown in the survey conducted by Boston
College Center for Corporate Citizenship and Ernst&Young LLP in 2013. Firstly, it turns out
that more than 50% of respondents stated that sustainability reports help to improve firm reputation and consumer loyalty. It is in accordance with the opinion of many researchers, who have
claimed a key role of CSR reporting is to legitimize the actions of the company, what makes the
corporate vision and strategy more credible. Information about corporate social and ecological
expenses causes that consumers, who appreciate mitigate externalities, are willing to pay more
for a product or service of the company. Secondly, CSR reporting contributes to the increase in
the loyalty amongst employees. It is a tool of communication with them by which the comprehensive presentation of information on the incurred expenditure and the obtained results in the
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area of CSR is possible. This information allows for better understanding of company’s core
values and connections between the undertaken activities and its economic performance. As a
result of it, CSR reporting increases employees’ confidence, improves internal cooperation and
encourage them to innovation. From the point of view of managers, CSR reporting enhances
efficiency of internal processes and production. In a 2012 global survey of sustainability reporting almost 88% respondents indicated that it helps with decision making process. CSR reports
provide firms with knowledge necessary to reduce their use of natural resources, increase efficiency and improve their operational performance. It turns out that CSR reporting allows enterprises to avoid or mitigate environmental and social risks that might have material financial
impacts on their business while delivering better environmental, social and economic value.
Above 60% of sustainability managers claimed that risk management is one of the top three
reasons for their companies’ sustainability activities. CSR reporting is perceived by managers
as the form of monitoring long-term risk and improving long-term risk management and what is
more, helps the organization to take measures to increase long-term profitability (Value, 2013,
p. 3). However, it cannot be forgotten that CSR reporting serves a broad range of stakeholders.
Information about CSR performance affects equity pricing indirectly by reducing uncertainty
and information asymmetry between investors and a given company. Many investors are interested in investing in companies that engage in social responsibility. Recent research found,
that one of the most important benefits of CSR reporting is easier access to capital because of
the greater awareness of external stakeholders about the undertaken activities for the idea of
sustainable development.
The Implications of CSR Idea on the Accounting

The growing interest in CSR idea forced the need of the extension of the scope of information, which traditional accounting system delivers (Solomons, 1974; Guthrie, Parker, 1989;
Unerman, O’Dwyer, 2007). The purpose of CSR accounting is to identify, collect and measure
costs and effects ascribed to CSR activities in accordance with the existing conservative accounting practice. It is a huge challenge, particularly if the majority of social and ecological
accidents, which take part in an entity, cannot be understood as business operations from the
point of view of accounting standards (Adams, 2002; Adams, Frost, 2007). Moreover, it is
worth stressing, that traditional financial reporting, which focuses primarily on business activities, does not report much CSR-related information and is limited in terms of its role as a system
of information disclosure and in aiding internal information management (Bebbington, Gray,
2001). However, not only professional and regulatory bodies but also academics are conscious
about the rapid erosion of relevance of published earnings information. It can be confirmed
by the increasing gap between market value and book value which have been observed since
1980s. In the face of growing importance of intangibles which are the major value drivers in
the knowledge economy, the existing measuring conventions, including historical cost accounting seem not to be very useful in case of the need to disclose additional information related to
intellectual capital and CSR. It is commonly known that the International Accounting Standard
(IAS 38) criteria devoted to intangibles are very restrictive. The uncertainty regarding future
benefits from intangibles, their uniqueness in certain occasions and the importance of reliability
over relevance in current accounting systems narrows the list of items that are recognized as
intangible assets. As a result, the traditional financial reporting framework presents an incomplete picture of a firm’s value. Investors complain about today’s financial reporting requirements because: they neglect to make connection between company’s strategy and significant
short- and long-term risk and opportunities, ignore significant sustainability challenges and
opportunities facing companies, which may cause serious financial repercussions, tend to focus
on past, short-term performance and omit significant liabilities that are contingent and difficult
to quantify (Integrated, 2013, p. 1-2). Taking into consideration the broader group of stakeholders who are interested in the overall business activities and its potential impact on society and
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environment, it seems to be obvious that CSR issues cannot be ignored in the contemporary
accounting system.
The design of CSR accounting framework is supposed to assure the identification and
measurement of CSR activities in quantitative terms which can additionally be supplemented
by nonfinancial indicators related to social, ethical and ecological issues (O’Dwyer, Owen,
2005). That is why, these CSR accounting guidelines should be constructed with the emphasis
on the following three points (CSR, 2007, p. 19-20):
− identification - company management structure must recognize CSR issues as “risks”
that have a major impact on corporate value.
− measurement- improvement in the reliability and transparency of financial data requires from managers to extend its scope and also to prepare descriptive information
(Kaplan and Norton, 1996). In order to achieve it, the implementation of new measurement tools in accounting seems to be inevitable. They can be useful for efficient
management of social and environmental risk, enabling the company to have a more
holistic approach to sustainable development, measuring process and defining the
strategy and targets for improvement. What is more, it is worth stressing that providing accurate and transparent information is a crucial key to build good relations with
external stakeholders, in particular investors.
− present and evaluation - it is important to analyze and evaluate all kind of obtained
information, coming from both CSR accounting system and financial accounting.
Taking into account social and ecological effects triggered by the company, not only
the changes in calculation forms but also a different, holistic approach to accounting
system is needed.
It is worth underlying, that the key issue facing CSR accounting is how to adopt or rearrange the existing costs and calculation results. Because of mutual permeation of information
produced by management accounting, the convergence between management and financial accounting is suggested (Samelak, 2013, p. 110-111). Apart from that, the presented in financial
statements information on economic, social and ecological performance is supposed to be useful for the evaluation of the effectiveness of the management, as well as serve for prognostic
purposes.
Integrated Reporting as a New Model for Corporate Reporting

The lack of uniform, global, financial reporting standards causes many implications
which appear as a consequence of their inconsistency, incomparability or poor understanding
of information coherence, complexity and mistrust towards drafted reports. Integrated reporting, as the latest evolution of corporate reporting, gives the real chance to avoid these problems
and helps fill the information gap by providing a basis for companies to explain their value
creation more effectively to the capital markets. In September 2011, the International Integrated
Reporting Council (IIRC) as a global organization, consisting of accountancy bodies, reporting
standard setters, investors and etc., prepared a discussion paper “Towards Integrated Reporting”. The main objective of this organization is to establish guiding principles and to create
globally accepted integrated reporting framework (Monterio, 2013, p. 7-8). Integrated reporting
is a holistic approach to enable stakeholders to understand how an organization is really performing. According to IIRC, integrated reporting brings together the material information about
an organization’s strategy, governance, performance and prospects in the way that reflects the
economic, social and environmental context within which it operates (Integrated, 2012, p. 128).
To put it in a different way, integrated reporting seeks to communicate how an organization’s
business model affects the multiple resources and relationships which are used by company to
create value in the short-, medium-, and long-term.
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Figure 1: Bridging the three perspectives on business performance and value
together.
Source: Integrated, 2013, p.7.

It is worth indicating the main objectives of integrated reporting. Firstly, it supports the
information needs of long-term investors, showing the broader and longer-term consequences
of decision-making. Secondly, it shows the interconnections between environmental, social and
economic factors, not only making clear the link between sustainability and economic value
but also enabling decision-making. Thirdly, this way of reporting provides the necessary framework for social and environmental factors to be taken into account systematically in reporting.
Integrated reports allow better explain the process of value creation in the broader socio-economic context, focusing on the quality of relationship between a given entity and its external
business environment. Finally, by a properly designed set of performance measures, the report
is intended to increase the understanding of the company, its management, strategy, operations
and prospects (Integrated, 2011, p. 1-2). Collecting within the report data about strategy, risk
and opportunities, environmental and societal impacts is particularly important for managers
and investors and contributes to more efficient resource allocation. In order to ensure the best
quality of information included in reports, the IIRC prepared several principles on which integrated reporting should be underpinned. The most important among them are such as: strategic
focus, materiality and conciseness, stakeholder responsiveness, information coherence, comparability, reliability and completeness (Monterio, 2013, p. 9). In spite of the continuing debate on
integrated reporting, a globally accepted solution has not been found yet.
Conclusions

Along with the growing popularity of social responsibility, there is an urgent need to
incorporate the CSR policies in the accounting records. The majority of initiatives undertaken
in the social, environmental and ethical areas can be attributed to intangibles. However, the issue of measuring, evaluating and presenting this data in financial statements in accordance with
restrictive accounting principles causes many problems. Apart from that, the further changes
within accounting system should be introduced because of the increasing gap between data being reported by companies and the stakeholders’ requirements. As people are more and more
aware of business impact on the natural environment and the whole society companies must
improve their communications with key stakeholders. A strong social and investor’s pressure
on companies to disclose their performance, including social and environmental aspects means
a general shift from traditional reporting to integrated reporting. In this context social responsibility accounting and its product in the form of integrated reporting are perceived as the next
stage of accounting development.
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On the basis of the conducted analysis it can be said, that CSR accounting as a communication tool, is addressed to the internal and external stakeholders. It allows the companies
to have a more systematic approach to sustainable development, measure processes and define
the strategy and targets for improvement. Thanks to transparent and accurate information on
company’s performance CSR reports provide benefits, such as attracting new investors, building public relations and enhancing competitiveness. They can contribute to the efficient social
and environmental risk management and additionally enhance overall business effectiveness.
Unfortunately, in spite of many guidelines on good practice in integrated reporting, a globally
accepted framework that brings together financial, environmental, social and governance information in a clear, concise, consistent and comparable format has not been created yet. That is
why the debate on integrated reporting is still being continued by many international organizations such as the International Integrated Reporting Committee (IIRC) involved in works on
creating guiding principles and standardizing reporting framework.
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