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SOCIAL REPORTING AS AN INDICATOR OF THE ENTERPRISE DEVELOPMENT

Over the recent years, social activities have been a very significant index of the activity of domestic enterprises. These events do not
indicate only the development of an enterprise but also suggests the opportunity to provide certain benefits to the society. But in
Ukraine today there are no approved domestic standards which contain the structure of such reports and a list of issues that should be
covered in them. This requires a thorough study of the theoretical and practical aspects of social reporting, the characteristics of
foreign standards. The goal of the article is to study social responsibility, the aspects of social reporting, users, structure and indicators
that can be included in it. The study deals with scientific works of foreign and domestic economists on the issues of social
responsibility and accountability. The study is based on the combination of methods and approaches such as the dialectical method,
the method of synthesis as well as the comparative and systemic ones. The following results were obtained: the issues of social
responsibility of business and social reporting, the users of social reporting and their needs were investigated, international accounting
practices were considered, namely the international standards of social reporting, such as Sunshine; AA1000; ISO 26000, SA8000 as
well as the most famous and most commonly used GRI. The domestic practice of social reporting, problems and aspects domestic
enterprises face were analyzed. On the basis of the analysis of international standards and the structure of social reporting of
companies, the MLESQ indicator system is suggested, which can be applied for social reporting, taking into account the
characteristics of the social activity of an enterprise. Conclusions. It is proved that solving the tasks of social reporting requires
professional dialogue between social responsibility specialists, financial directors, accountants and auditors within the business

structure itself.
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Introduction

The realities of social development require reflecting
a wide range of information on the activities of an
enterprise  including information on the social
responsibility of business. In today's world, business
reliability is measured not only by the criteria of economic
efficiency and the quality of products and services but also
by the willingness to solve social problems. It should be
emphasized that in recent years a very significant
indicator of the activities of domestic enterprises is their
social activities. Such events do not indicate the
development of an enterprise but also suggest the
opportunity to provide certain benefits to the society. Such
activities should be presented in non-financial social
reporting whose goal is to provide information on social
activities to stakeholders. But in Ukraine today there are
no approved domestic standards that contain the structure
of such reports and a list of issues that should be covered
in them. This requires that the theoretical and practical
aspects of compiling social reporting and the
characteristics of foreign standards should be studied
thoroughly.

The analysis of recent literary sources

the sphere of sustainable development” are just some of
the terms used domestic researchers use in social
reporting.

The goal of the article is to study the essence of
social responsibility, the theoretical and methodological
aspects of social reporting and the demands of users, its
structure and indicators.

Materials and methods

The study deals with scientific works of foreign and
domestic economists on the issues of social responsibility
and reporting. A number of methods and approaches such
as the dialectic method, the method of synthesis as well as
the comparative and systematic methods were applied in
the study.

The results of the study

The issues of social reporting and social
responsibility were studied by such scientists as K.
Bezverkhyy [2], C Bezruchuk [3], A. Berganir [4], Zh.
Bogdanova [5], M. Bukovinskaya [6], T. Gilorme [8], T.
Davydyuk [9], V. Evdokimov, D. Gritsyshen [11], T.
Solovey [12] and others.

But in Ukraine today the structure and
methodological bases of social reporting have not been
defined, the concepts that explain the corresponding ideas
and the peculiarities of their usage have not been specified
and unified. “Non-financial reporting”, “Reporting on

social responsibility”, “Social reporting”, “Reporting in

First, the conception of “social responsibility”
should be defined. A. Andryushchenko believes that
“social responsibility is broadly interpreted as a set of its
various types — the economic, political, legal, moral ones
and so on” [1, p.134]. M. Bukovinskaya considers that
“the corporate social responsibility is the philosophy of
the company development and business achievements by
the ways that are based on ethical standards and respect
for people, communities, environment” [6, p.9].

Social responsibility should be considered as
indicators that fully reveals the activity of an enterprise in
this sphere. According to V. Vorobey, social (non-
financial) reporting is a set of written company data that
reflect the company environment, principles and methods
of cooperation with the groups of influence, the results of
company activities in the economic, social and ecological
spheres” [7, p.6].

Social non-financial reposting as any other
management tool has undisputed advantages — it increases
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the transparency of business, accumulates the trust of
stakeholders, strengthens business relations, facilitates
expanding sales markets, formalizes the processes of
ratification and implementation of social technologies. All
this makes it necessary to study the issues of social
reporting.

Today, the rate of developing and expanding non-
financial reporting in Ukraine lags behind the developed
countries of the world. Social reports are published only
by some companies including “Kernel”, “ArcelorMittal
Kryvyi Rih”, “Galnaftogaz”, “Metinvest”, “Obolon”,
“DTEK”, “Dneprospetsstal”, “Nibulon”, “Foxtrot”,
“UniCreditBank”,  “Nestle =~ Ukraine”,  “Kyivstar”,
“Carlsberg Ukraine”, “ViDi Group”, “Mondelis Ukraine”,
“Alfa Bank Ukraine”, “SCM”. Some of these reports were
prepared according to the new standard GRI 4.0
(“Kernel”, “Metinvest”, “Obolon”) or with elements of
GRI 4.0 (“Galnaftogaz”) [2, c.111]. The analysis shows
that in most of the mentioned companies social reports are
the brief descriptions of achievements in the social sphere.

At the international level, the issue of integrated
reporting that takes into account financial and non-
financial aspects is actively discussed. Demonstrating the
importance of social and environmental priorities for
managing, attention and efforts for solving social
problems give confidence that business is reliable,
sustainable and attractive to potential investors, corporate
clients, and, finally, for suppliers who are also interested
in permanent and reliable customers.

In the modern world, the “reliability” of business is
measured not only by the criteria of economic efficiency
and the quality of products and services but also by the
willingness to solve social problems. The addresses of
social reports are stakeholders. i.e. employees and
business partners, financial agents (creditors, investors,
donors), shareholders (owners fnd co-owners), consumers
as well as the state government and local authorities, non-
governmental organizations (fig. 1).

stakeholders

staff financial
agents
Non-financial
reporting non-
authorities governmental
organisations
business
consumers
partners

Fig. 1. The users of non-financial reports

Indeed, for the staff, social reporting is a significant
stimulus and the evidence of the job status that confirms
the social significance of their work. Social reporting also
contributes to creating the image of a responsible
employer, particularly among young professionals. Non-
governmental organizations, business partners, authorities
and consumers also form an attitude towards business,
taking into account the availability and content of social
reporting.

Simultaneous financial and social reporting provides
an opportunity to  fully inform  stakeholders
about social and environmental aspects of activities along
with  economic  results, which  allows them
to assess business risks (in particular, long-term ones)
effectively. So, social reporting enhances business
transparency.

According to the definition of the European
Commission, social non-financial reporting, as a tool of
social responsibility, is a concept according to which
business voluntarily integrates social and environmental

initiatives as well as interaction with stakeholders in
commercial activities.

The most common international reporting standards
are Sunshine standards; GRI; AA1000; ISO 26000,
SA8000. The most known list of quantitative indicators in
the world practice of non-financial reporting is the system
of GRI indicators, the application of which is
recommended for social reporting of an arbitrary format
as well as for Progress Reports.

Let us analyze these standards and determine the
differences in the definition and the list of non-financial
indicators.

As a rule, in the social reporting domestic business
give general information about irregular initiatives but do
not specify the quantitative indicators that measure the
efficiency of the implementation of projects. T. Davydyuk
believes that “in the domestic business community there is
no common understanding of how to deliver the
information about their social activities to the society” [9,
c.64].




CyuacHuti cmam HayKo8ux 00CaLONceHb ma mexnoao2it 6 npomuciosocmi. 2018. Ne 1 (3)

ISSN 2522-9818 (print)

ISSN 2524-2296 (online)

Table 1. The analysis of foreign standards of social reporting

Standard Adopted by The issues the standard covers
GRI Global Sustainability The reporting on sustainable development simultaneously covers the
Standards Board, since 2000 economic, environmental and social aspects of activities.
AA 1000 Institute of Social and Ethical | Social reporting takes into account:
Accountability, 1999 - social, environmental and economic impact and relevant indicators of
their activities as well as the views of stakeholders;
inquiries and needs of stakeholders and corresponding respond to them in
the policies and practices of the organization.
1SO 26000 International Organization for | Contains information on how businesses can work in a socially responsible
Standardization, 2010 manner. This means a transparent and ethical behaviour that promotes the
health and well-being of society.
SA 8000 developed by experts of The social reporting covers such areas as:
Social Accountability - the protection of employees' health, safety precautions;
International (SAI) in 1997 - the issue of discrimination;
- the use of children's labour activity;
- forced labour;
- work time;
- disciplinary action;
- control systems;
- the compensation of labour.
Sunshine The Stakeholder Alliance According to the standard, the following information is provided:
standards (USA) is an association that - information provided to customers (about products and services);
unites environmental and - Information for employees (employment, safety and health, equal
religious organizations as employment opportunities);
well as consumer protection - information for the local community (ownership structure, financial
organizations, 1996 indicators, impact on the external environment, the amounts of tax
payments;
-the number of jobs created, investments and charitable activities);
- information for the general public (trade with hostile countries, state
orders, fines, etc.)

The presented indicators are selective and non-
systemic and relate to point initiatives rather than to social
responsibility of business. However, the benefits of non-
financial reporting cannot be fully obtained without the
formalization of targets in specific figures (for example,
the level of remuneration, the reduction of emissions,
investments in modernization) and the quantitative
reporting on the progress towards achieving these goals.

While preparing for social reporting, domestic
business structures, as a rule, face the inconsistency of
internal accounting data with the requirements of
international practice, in particular, the GRI indicator
system. T. Gilorme considers that “a business entity that
follows the GRI requirements in corporate reporting
should disclose five components: the strategy and
analysis; the description of the organization; the
parameters of reporting, management, the stakeholders’
obligations; performance indicators (economic results,
environmental performance, labour organization and
product responsibility)” [8, ¢.674-675].

Solving these problems requires a professional
dialogue among social responsibility specialists, financial
directors, accountants and auditors within the business
structure itself. So, S. King thinks that “to ensure the
transparency of non-financial reports in free form, the
following activities can be recommended:

- conduct surveys of stakeholders who work with
this reporting to study their comments;

- design a plan of social events taking into account
specific needs of stakeholders;

- inform stakeholders about the implementation of
their requests and identified violations™ [10, c. 111].

The adequate system of indicators that would
characterize social projects is the most important for
assessing the potential and increasing the level of
confidence in Ukrainian enterprises. On the basis of the
study of the international standards of social reporting and
the structure of social reporting, the MLESQ indicator
system is suggested that takes into account the following
areas of social solutions (table 2).

The advantages of the suggested MLESQ system lie
in the fact that it includes the most important issues that
are interesting for stakeholders and can give the complex
character of the social activities of an enterprise.

Conclusions

Summarizing the mentioned above, social reporting
can be determined as a complex information system that
reflects the activities of the business entity in terms of
labour relations, work safety, the health of personnel,
charity, corporate management, the protection of
employees and social programmes. The quality of the
provided social reporting affects the opinion of external
organizations on the state of development of the enterprise
with all the consequences that come with it. On the basis
of the analysis of standards, the MLESQ indicator system
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is suggested. But every enterprise that has a public interest
and plans to enter the international level should develop
the system of indicators that most fully cover all aspects

most important areas of social work. In connection with
this need, studies in this sphere should be devoted to
updating the suggested to specify and detail the indicators

of the social responsibility of business and emphasize the

Table 2. The essence of the system of MLESQ indicators

that reflect the social activities of enterprises.

Area

Essence

Indicators

Management

Efficient corporate management is based on the principles and
practices of accountability, transparency, ethical conduct, respect for
the interests of stakeholders and the recognition of the rules of law
both in the process pf decision-making and in the process of their
implementation

Indicators of the efficiency and
risks of corporate management

Labour

Creating jobs, payment of wages and other payments provided by law,
providing safe working conditions, developing personnel and so on.
Particularly labour relations include such aspects as hiring and
promoting personnel; the termination of employment; labour
remuneration; disciplinary procedures; moving and appointing
employees; training and developing skills; the protection of health,
safety and industrial hygiene; any policies and practices that may
affect working conditions, in particular, working hours and rest
periods. Indirectly, labour relations include relations related to the
rights of employees to organize and conduct collective bargaining,
participation in labour disputes and social dialogue.

The costs an enterprise spends are
connected with:

- maintaining the personnel of the
enterprise; creating new vacancies;
- measures aimed at protecting the
health and education of employees;
- sports and other events.

Indicators that are related to the
movement of the labour movement.

Ecology

Preventing pollution, that is, not only meeting but also constant
excessing environmental standards, including the reduction of
emissions into the atmosphere, water, the amounts of solid or liquid
waste; polluting land and soils, using and placing toxic and harmful
chemicals and so on.

Activities and costs of the company
to improve the environmental
situation in the region, the state of
the territories.

Social investment

Social investments include philanthropy and charity, it should expand
the economic and social opportunities of the inhabitants of the
territory, for example, increase the amounts of purchases of goods,
works and services to support the activities of local producers and
suppliers, attract local specialists to outsource business processes,
implement programs aimed at improving social aspects of the life of
the territorial community and related to education, training, culture,
health, infrastructure development, improving the access to
information or any other activity that contributes to the economic and
social development of the local community or its individual groups

Activities and expenses for:
-charity;

- educational institutions;
-culture,

- sports,

- initiatives of
communities in any form

territorial

Quality Informing consumers about goods/works/services using honest and | Activities and expenses for:
transparent marketing  information, encouraging responsible | - improving the quality of goods
consumption, declaring and constant confirming in practice the | (works, services),
obligations for the production and sale of safe and quality | - quality control and so on
goods/works/services.
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COHOIAJIBHA 3BITHICTbD AK IHAUKATOP PO3BUTKY HIAINNPUEMCTBA

OcTaHHI POKH YK€ BaroMHM MOKa3HHWKOM JisIBHOCTI BITYM3HSHUX MiNANPUEMCTB € HOro comianbHi 3axoau. [IpoBeqeHHS Takux
3aXO0JiB € CBIAYEHHSM HE TUIBKHM PO3BHUTKY IiJIIPHEMCTBA, ajie i MOXJIMBOCTI HaJIaBaTH IeBHi Oyara cycHiibcTBY. Ajie K B YKpaiHi
Ha ChOTO/IHI He iCHY€ 3aTBEpKCHHUX BITUN3HIHUX CTAHIAPTIB, sIKi O MICTHIM CKJIQJ TaKoi 3BITHOCTI Ta MepelliK MUTaHb, SKi MOBUHHI
OyTH BUCBITJIEHI B Hiil. Ile Bce moTpebye peTeabHOro IOCHTIIKEHHS TEOPETHYHUX Ta MPAKTHUYHUX aCIEKTIB CKJIAQJaHHS COLiaJbHOI
3BITHOCTI, OCOOJIMBOCTEH 3aKOPAOHHUX CTaHAApTiB. MeTOI CTaTTi € JOCTIKCHHS COLiadbHOI BIAMOBINAILHOCTI, AaCIEKTIB
CKJIaJIaHHS COLIIaJIbHOT 3BITHOCTI, 11 KOPUCTYBAYiB, CKJIaAy, a TAKOX IMOKA3HMKIB, 1[0 MOXKYTh OyTH BKIIIOYEHI 0 Hel. B mocmimkenHi
BUKOPHMCTaHI HAyKOBI IIparli 3apyODKHUX Ta BITYU3HSIHUX €KOHOMICTIB 3 IMTaHb COLIAIBHOI BiAMOBIAaILHOCTI Ta 3BITHOCTI. Y CTAaTTI
BHKOPUCTAHO CYKYITHICTh METOAIB Ta MiIXOIiB, TaKWX SK MiaJeKTHYHHUHA, CHHTE3y Ta MOPIBHIBHHUH, cucTeMHHH. Pe3yabraTm:
JIOCTI/DKEHI TMHTAaHHS COIiaJbHOT BiMMOBIZATBHOCTI Oi3HECY Ta COMIANBHOI 3BITHOCTI, KOPUCTyBaui COI[iaJIbHOT 3BITHOCTI Ta iX
moTpebH, po3MITHyTa MiKHAPOIHA MPAKTHKA CKJIQJaHHsS 3BITHOCTI, a caMe MIXXHAPOMHI CTAaHIAPTH COIATLHOI 3BITHOCTI, Taki sK
Canmaitn;  AA1000; ISO 26000, SA8000, a Takox HaiiOinbln Biomuii Ta Haifuacrinie 3acrocoBanuii- GRI. TIpoaHamizoBana
BITUM3HSHA MPAKTUKA CKIIAJaHHs COLIAIBHOT 3BITHOCTI, TPOOJIEMH 1 aClieKTH, 3 SKUMH 3iIITOBKYIOThCS BITYM3HSHI mignpuemcTsa. Ha
TMiCTaBl aHANI3Yy MD>XKHAPOJAHUX CTaHAAPTIB Ta CKIAIy COLIaILHOI 3BITHOCTI KOMITaHiil 3armponoHoBaHa cucrteMa moka3ankis MLESQ,
sKa MO)Ke OYyTH 3acTocoBaHa Migyac CKJIQJaHHS COILIadbHOI 3BITHOCTI, BPaxOBYIOYM OCOOJHMBOCTI COIAJbHOI aKTHBHOCTI
mianpueMcTBa. BucHoBkH. BcTraHOBIEHO, 10 BUpIOIEHHS Mpo0iIeM COLIANBbHOI 3BITHOCTI BUMAra€ MOJAIBIIOTO MpodeciiftHOro
Jianory Mix (axiBISIMH i3 COLIaJIbHOT BiAMIOBINANILHOCTI, ()iHAHCOBUMH JUPEKTOPaMH, OyXTrajaTepaMu 1 ayTUTOpaMH B Mekax Oi3Hec-
CTPYKTYP.
Koarouogi ciioBa: dinaHcOBa 3BITHICTB, COIliaNbHA 3BITHICTh, COIliaJbHA BiIMOBIAAIBHICTH Oi3HECY.

COIMAJIBHASA OTYETHOCTDb KAK UHIAUKATOP PA3BUTUSA ITPEAIIPUATUA

[locneanue rOABI OYEHb BECOMBIM II0Ka3aTeNeM JAEATEIbHOCTH OTEUECTBEHHBIX NPEANPUSATHH SBISETCS €ro COLUaIbHbIE
Meponpustus. [IpoBeneHre Takux MEpONpUATHH SIBIISIETCS CBUJETENHCTBOM HE TOJIBKO PA3BUTHUS NMPEANPHUSITHS, HO U BO3MOKHOCTH
NPEIOCTABNIATh OMpeeacHHble Onmara o6OmectBy. Ho B VYkpawHe Ha CErogHs HE CYIIECTBYET YTBEP)KICHHBIX OTCUECTBEHHBIX
CTaHJAPTOB, COJCPIKAIINX COCTAB TAKOW OTYETHOCTH M TEPCUCHb BOMPOCOB, KOTOPHIC JAOJKHBI OBITH OCBEINCHBI B HEH. DTO BCE
TpeOyeT TINATEJILHOTO HCCIIEAOBAHUSI TEOPETHYECKUX U MPAKTHUYECKHX aCIEKTOB COCTABJIEHUS COIHAIBLHOM OTYETHOCTH,
0COOEHHOCTEH 3apyOeHbIX cTaHmaptoB. Lleablo craTbu SBISETCS HCCICIOBAHHME COIMATIBbHOW OTBETCTBEHHOCTH, ACIIEKTOB
COCTaBJICHUSI COLMANIBHOM OTUETHOCTH, IOJIb30BaTEIeH, COCTaBa, a TAaK)Ke MOKazaTelel, KOTOphle MOTYT ObITh BKIIIOYEHH! B Hee. B
HCCIIEJIOBAHNU HCIOJIB30BAHbI HAyYHbIE TPYABl 3apYOEKHBIX M OTEYECTBECHHBIX HSKOHOMHCTOB I10 BOIPOCAM COIHAILHOM
OTBETCTBEHHOCTH M OTUYETHOCTH. B cTaThe UCIOJIb30BaHBI COBOKYITHOCTh METO0B U TO/IX0/IOB, TAKMX KaK JUAICKTUYCCKUN, CHHTE3a
Y CpPaBHHTEIBHBIN, CHCTEMHBIA. Pe3yabTaThl: WHUCCIEIOBAHBI BOIPOCH COIMANBFHONH OTBETCTBEHHOCTH OW3HECAa M COLHAIBHOMN
OTYETHOCTH, TIOJIb30BATENM COLMAIBHON OTYETHOCTH M HMX MOTPEOHOCTH, PaCCMOTPEHA MEXKIYHApPOIHAs NMPAKTUKA COCTABIICHHUS
OTYETHOCTH, & UMEHHO MEXIYHAPOJIHbIC CTAH/IaPThl COLMANILHONW OTYETHOCTH, Takue kak CanmaiH; AA1000; ISO 26000, SA8000, a
Takke Hambosiee W3BECTHBIM W yame Bcero mnpumeHseMslii- GRI. IlpoananusupoBana oTedecTBeHHas NpPaKTHKa COCTABICHUS
COIMATLHON OTYETHOCTH, MPOOJIEMBI M aCTICKTHI, C KOTOPHIMHU CTAJIKHBAIOTCSI OTCUECTBEHHBIC TIPeANpUsATHs. Ha ocHOBaHWH aHaM3a
MEXTyHapOIHBIX CTAHJAPTOB U COCTAB COIMAIBLHOW OTYETHOCTH KOMIAHMW MpeaioxkeHa cucreMa nokasateneii MLESQ, koropas
MOXKET OBITh TPHUMEHEHa BO BpPEeMsl COCTaBJCHHS COLMAIBHON OTYETHOCTH, YYHMTHIBash OCOOCHHOCTH COIMAJIbHON aKTHBHOCTH
MpenpusaThsi. BoIBOABI. YCTaHOBIEHO, YTO peIIeHHE MpoOJIeM COLHUATbHOW OTYETHOCTH TpeOyeT MpoQecCHOHAIBHOTO IUaiora
MEXIY CIEIHaIHCTaMH 110 CONMAIBFHON OTBETCTBEHHOCTH, (PMHAHCOBBIMH JAUPEKTOPAMH, OyXTaitepamMu ¥ ayJUTOpaMH B IIpeeax
caMoii OM3HEC-CTPYKTYPBHI.
KiroueBbie ci10Ba: prHaHCOBast OTYETHOCTD, COLUAIbHASL OTUYETHOCTD, COL[MANIbHAS OTBETCTBEHHOCTh OM3Heca.
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