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ABSTRACT

A contenporary topical issue in accounting is the inter-
rel ati onshi p between busi ness and the society. Hi therto, nost
managenent experts believed that the main, if not the sole
obj ective of a business enterprise was to maximse profit. This
assertion is, however, no longer a universally accepted view
Rat her than seeking to maximse profit for its stockhol ders, the
nodern corporation should be one that aims at generating an
optimum level of profit while at the sane time, discharging its

responsibilities to all 'stakehol ders'.

The research work was aimed at enpirically determning the
rel evance and desirability of adopting a 'general user' approach
to the accounting task of corporate financial reporting. The
premse is that published financial reports are at present too
constrained in scope and fornmat to adequately reflect on the

activities of business corporations.

The research procedure was evaluative and involved the
anal ysis and evaluation of both primary (questionnaire responses)
and secondary (published financial reports) sources of data. It
was established that the criteria for socially-responsive
financial reporting should be relevance to user requirenents,

neutrality in the face of diverse interests, understandability by

Vi



the audi ence and conpl eteness in content. The findings have
reveal ed that there exists the need and opportunity for expanding
the scope of the conventional accounting reports to reflect the

needs of their diverse audi ence.
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OSSARY OF TERMS

Cartain terms which appear frequently are used in a parti-
gular gontext for the purpose of this research. These are listed

and explained as follows:

1. Social responsihility accounting or social accountipsm or

corporate soclal agcounting or soecietal accountinsg - these are

used interchanseably in this write up in the manner defined by
Fstes (197%) as 'the measurement and reperting (internal or
external) of information eoncerning the impact of an entity and
its aectivities on society.' 1In a clearer sense it should be
conceived to mean the determination and reporting of enterprise
activities thaving greater significance for their sceial impact,

than for thelr finaneial effect on £the company,

2. Financia)l Statements -~ These aroc the means of communicating
to interested parties, information on the resources, oblipations
and peoerformances of the reporting entity or enterprise. They
usually consist of the followines: Nalancee Sheet, Itcome State-
ment or Prolit and loss account, lNotes on the accounts, Statement
of souree and application of funds, Value-Added Statement and the

TMiatorical financial summaries.

3. Accouptineg Tnformation or Finaneial Accounting Infornation:

These are used interchangeably to refer to the data contained in

xiv



financial statements,

N, Fipancial reporting or Corporate financial reporting -
These are used interchanreably to mean the accounting function of
stewardship i.e., the periodic preparation and presentation of
financial atatements to shareholders and other interested

parties.

5. Yalue=Added Statement - This is a report of the additional

wealth c¢reated by an enterprise during the period covercd by the
finaneial astatements. It also reveals how this wealth i
distributed among various interest pgroups (e.g. enployeaes,

government, creditors and sharceholders).
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Chapter 1

Financial reporting has been traditionally associated with
the stewardship function whieh the accounting proceas had served
from time immemorial. Stewardship reporting is based on the
premise that corporate sharcholders, being the owners of capital,
are the persons to whom information should be disclosed and
consequently, financial statements (comprising primarily the
annual income statement and the Balance Sheet) are prepared
taking their information needs to be paramount., The situation is
further reinforced by the fact that companies are deemed to have
discharged their legal obligations (as per the Companies Decree)
by the mere submission of the conventional Profit and Loss
Account and the Balance Sheet to the shareholders annually. over
the years, however, there have developed three different view~

points of the financial reporting function as follows:

(a) e S i

It is based on tne traditional stewardship accounting view
of financial reporting. Its characteristie features being the

safeguarding of assets and their proper management as well as the



accountability of the steward to the shareholders for the manage-
ment of the resources entrusted to hin. Hence, it has laid

particular emphasis on feedback or ex-post information.

(b) The Decision-making concept

This view extends the stewardship function to include the
recognition that ahareholders and investors (i.,e., potential
shareholders) are decision-makers who reguire accounting
information for that purpose. This school is of the view that
the predominant interest of sharesholders in companies is the
receipt of dividend income and capital appreciation. Since
prediction is an integral part of decision making, uasers of
financeial reports (shareholders and investors) are concerned with
the ability of finanecial reports to prediet Tuture events which

may affect their own decisions.

(¢) The General User Concept

This is a modern view which contends that companies should
report to a larger class of general users rather than merely to
shareholders and investors. A number of researches conducted in
recent times tend to support this concept, which indicates a
drastic departure from the traditional stewardship view of
financial reporting. For instance, a studyconducted by the
Accounting Standards Steering Committee (ASSC) {(London, 1975) and

published in 'The Corporate Report', recoznized the following



neven groups as having a reasonable ripght to information which

should be considered in financial satatenents:

(i)

(ii)

{ii1)

(iv)

(v)

(vi)

The ecuity investor group which includes existing and
potential shareholders and holders of other kinds of

securitien,

The loan creditor mroup including existing and potential
holders of debentures and providers of other short and long

term loans,

The enplayee groun ineluding ex’atine, potential and past

amplovees,

The analyst-ndviser group ineluding financial analysts and
journalists 23 well as other provider:s off pusiness advisory

sarvices,

The businecn contact group conprizine trade creditors,

supdliers as wall as buainess competitors,

The government; inoluding tax authorities, and other super-

visory and repulatorv apgencies.

Tha publie, inplvdipn tax nayvars, consumers as well as

othaer pressura Troups.

This modern outloal ~f {finaneial reports has also been
advocated by the ligerian Accounting Standards Board (1JASB)

in the Statement of /ccounting Standard (SAS) No. 2



%3

(ii)

1111)

entitled 'Tnformation to ba dizelosed in financial state-
nents' issued by it in 19735, The firsl Luo parasraphs of

the introductory part of this Standard state thus:

tecountineg information about a buriness entily 2» enter-
prise i3 reguired ~y a variety of wsers. This need
dintates the Pfurlamentzl ebj :Lives of accountinz and the

mede of reportirg iafarastion

Firms, organizations o~ enterprises ecarry on business
activities in a pgiven -conomnie, social and political
environment and there is publie interest in their

operations.

The standard went on to provide zpecific instances Dy

statinz that:

Tndividuals, financial institutlons or group of Investors
need acrounting ‘nlormat’on Lo determine the liquidity,

profitability and viabiliny ef the enterprise,

Managers in an enterprise need acecountineg information to

measure performance, plan and control operations.

Fmplovees and custouers of ar anterpriss need zecounting
information in eorder to :nocess the abllity of the
enterprize to produce pgocis or Lo render nervices on a

eontinuous basis.



(vi) Governments and regulatory bodies need accounting
information in order to be able to impose and collect
taxes, to regulate certain business activities and to plan,

execute and evaluate government projects.

(v) Quasi-government establishments need accounting information

in order to meet their statutory obligations.

Thus, the information expected to be provided in financial
statements should be both quantitative and qualitative in nature

to aid their users in making informed decisions.

To further buttress the point that enterprises have a
responsibility to other groups apart from sharehclders, Dobbins
and Fanning (1981) were of the opinion that even a casual view of
the conventional Profit and Loss Account should suggest that
enterprises have responsibilities to various interest groups in
addition to the providers of funds. This view can be supported

by the table on page 6.

The user decision-oriented approach or general user concept
of financial reportinc is therefore the basis upon which social
responsibility in corporate financial reporting can be discussed.
And this implies that corporate bodi~s should provide relevant
quantitative and qualitative accou:ting information to the
general publie on their pursuit of social policies alongside
economiec gains. Thus, the tralitional view of stewardship

accounting which had served accunting so well and since time



Table 1.1: Companies responsibilities to various interest groups

Profit and Loss Account for the year ended 21-12-108X (Conventional)

N'0O00
Sales (Loecal) 250 Nigerian consumers
Sales (Export) 90 340 Foreign states
Less: Cost of Sales 60 Suppliers (Loeal &
- Foreign)
280
Less: VYages 60 Enpoyees
Salaries 30 Yenazers and Directors
Other expenses 30 170 Loczl commnity
110
Less Interest payments 10 Fanl/Debenture holders
Net Profit before taxation 100
Less taxation € 40% 4o Migerian povernment
Profit after tax 60
Less Dividends 25 Shareholders
Profit retained 35 Shareholders, mananage-

—— ment. and staff, govern-

ment

Source: Adapted from 'Handbook of Financial Planning and Control' by
Pocock, If, A, and Taylor, A, H. (eds.) - Gower Publishinc (1981) Page
325.



immemorial needs to be reappraiscd and restated. Accordingly,
the stewardship acecounting concept should be conceived to mean
that enterprise managers have a responsibility to the society as
stewards of the social assets entrusted to them, This view of
social stewardship implies an obli ;ation for discolosure of
accounting information which will serve the needs of several
groups that require the information since the enterprise is

considered as a societal reportinm entity.

The research is basically geared towards determining the
desirability and feasibility of employing the user decision
oriental approach as a basis for finaneial reporting and
enhancing disclosure practices in modern day financial state-
ments, In effect, social responsibility can only be meaningful
in the context of corporate financial reporting if the general
user concept is adopted., It is then assumed that enterprises
have an obligation to provide information that is relevant to
other interest groups apart from investors, and that the scope of
financial statements as presently constituted is too narrow as to

be of the desired relevance to interested audience.

However, it is not the purpose of this research to design
or advocate for a full scale social reporting system at this
stage for obvious reasons. For instance, the fundamental issues
involved such as underlying concepts and measurement techniques
are still largely debatable and certainly the Nigerian socciety is

at present not quite prepared for that. Therefore, little more



than a research of this nature is required at this point.

Neverless, the research findings are expected to provide
the necessary impetus for further research in this area and most
importantly pave the way for remarkable improvements in the
information content and disclosure patterns of financial

statements of business enterprises in Nigeria,

1.2.1 Research Background

2ocial responsibility accounting is an entirely new phase
in accounting development which owes its birth to the social
revolution which has been undervay in the western world in
the last few vears. Tt has been realised that large
business enterprises do pose =2cute political, sogial and
orpganisational problems not only &o their immediate environ-
ments but 2lse to the entire socio-economic set up of the
country. Public exprezsion of concern about this issue of
buziness csoeial responsibility bepgan as far back as the
1960's, In western FEurope and the United States of America
(USA) for instance, sueh public opinion and pressure have
led to the formation of multifarious movements to
pressurise governments and corporations to do 3something
about apecific problems. Such movements that have sprung up
over the paat one or two decades include the Consumer

protection movement, Ecology movement, Egalitarian movement,



Public interest movement; Nuclear Movement, ete. (Glautier and

Underdown, 1976).

The concern of these movements for the quality of life has
resulted in an attack on the traditional values held by the
industrial societies of the West. In the wake of these pres-
sures, corporate executives have on the other hand been finding
it difficult to accept society's growing demands and reconcile
them with their traditiocanl view of the corporation. They have
nevertheless reluctantly responded in certain ways though not
without facing another dilemma - that of determining what
precisely is expected of a 'soecially responsible' corporation.
In this regard, several researchers such as Estes (1976),
Ramanathan, (1976) and Gambling, (1977) have written eloquently
on the concept of social accounting and have made significant
contributions on its implementation and problems. Professional
associations have also made commendable efforts. For instance,
the report of the Study Group on the objectives of f{inancial
statements commissioned by the AICPA in 1973 contains the follo-

wing statement:

'An objective of financial statements is to report on those
activities of the enterprise affecting society which can be
determined and desecribed or measured and which are important to

the role of the enterprise in its sceial environment.'

The demand for ruecial accounting information has continued

to be on the inerease =nd the pressure being brought to bear on



cerporations in this regard appears to be getting unbearable.

In certain developed countries such as Japan and France
appropriate governmental agencies have gone to the extent of
promulgating regulatory legislations on the responsibilities and
obligations of corporate bodies vis-a-vis the society. In other
countries such as the USA the issue is left to the initiatives of
independent instituticns and private organisations, Whatever be
the case, it is obvious that the problem is one that demands the
collective efforts of both the aceountants and private buslness

organisations for workable solutions to be found.

1.2.2 HRegearch Signpificange

The purpose of the research was to test empirically, the
relevance and feasibility of adopting a societal appreoach to the
accounting funetion of finaneial reporting., Meaningful research
in this area iz indeed very negligible particularly as it relates

to the Nigerian environment.

Accountants the world over are re-exanining the scope and
objectives of published financial reports in the light of
presenting day needs and conditions, This is because there is a
growing consenaus that fraditional financial measures of
performance derived from Income Statements and Balance Sheets are
too narrow to fully reflect what enterprises are trying to do.

The re-examination is aimed at establishing a basis for financial

10



reporting by identifying wuser groups for whom financlal reports

should be prepared and their information needs,

The entire phenomenon is a manifestation of the
objectionable pattern of atatutery financial statements which
inadevertently, overemphasise the information needs of share-
holders to the detriment of non-shareholders and the general
public. Recause of this serious lapse, a good majority of
members of the sacciety, particularly those in the so called
developing economies are ignorant of their rights and responsi-
bilities vis-a-vis thelr corporate neighbeoura. There is also a
strong sentiment that corporate bodies in Nigeria have been
exploiting the resources and people of the country without
showing concern and sympathy for the social problems of the
soclety. This is apparent if one considers for instance the
extensive ecolegical damage caused by the oil producing companies
in the country's mineral-rich areas. The researeh is therefore
appropriate and timely if it is considered that the entire
accounting process is rapidly undergoing a transition by moving
away from its traditional procedural base towards the assunption

of a role that emphasises its social signifiecance.

1.3 Research Aims and Cbjectives

The requirement for and diselosure of accounting
information in corporate finaneial reports has been witneasing

some cautious improvements in Nigeria for some tine now, The



demand for acecounting information has piven rise to the quest for
enterprises to disclose the extent to which the soeiety has
benefited from their presence. It has now been recognised and
accepted that enterprises have a social obligation te various
individuals and groups and that the respective intereats of these
groups should be recognised in the preparation of financial
statements. This view has been accepted by the NASR and bas been
echoed in the SAS No, 2 entitled 'Information to be disclosed in
financial statements' issued by it. Information disclosure in
financial statements has in the practical sense also benefited
from this shift of emphasis. For instance, corporate accountants
in Nigeria are now willing to publish financial statements other
than those statutorily prescribed by the Companies Decree of

1968,

However, it is disturbing to note that due to lack of
meaningful research and guidance in this repard, the entire issue
and the approach adopted by companies could best be seen as a
futile exercise. Enterprises on their own initiative determine
the nature and extent of their social responsibility and then
employ the pirocedures or methods they prefer in diseclosing
vhatever information is most convenient for them. Someof
the channels employed for the purpose of disseminating informa-
tion of this nature include the Chairman's annual report, Press
bulletina and conferences as well as in-house journals amongst

others. There is indeed the need for elaborate studies to bring

12



about some uniformity and professionalism, as well as establi-

shing the principles that will guide the whole exercise.

In perspective therefore, it is the aim of this research to

explain the phencomena behind the following basic research

questions:

(1)

(i1)

(iii)

(iv)

(i)

What is Social responsibility in the context of corporate

financial reporting?

WYho are the target audience (i.e., user groups) for
financial accounting information and what are their

respective information requirements?

To what extent have current financial statements provided
relevant and understandable information that suits the

reguirements of the users?

What are the improvements required to make financial state-
ments more meaningful and relevant so as to command the

response of a larger audience?

Tt is then expecied that the foliowing major objectives

could be attained:

To generate the dcoire and need fer widening the seope of
the traditional financial reporting funection of incorpora-
ting social stewardship into the main frame stewardship

accounting function,

13



(ii) To enable the presentation of financial statements based on
a reneral user concept so as to make them more relevant and
meaninisful Lo a larger pgroup of existins and potential

audience.

(iii) 7o make corporate organisations more conscious of the
social role vhich society expects them to play in pursuing

their primarily economic aspirations.

1.4 Research Methodology

The purpose of the research was to determine the relevance
and feasibility of employing the general user concept as a basis
for corporate financial reporting. The premise is that financial
statements as presently constituted are too narrow in scope to
reflect on what corporate bodies are actually doing. The section
explains the research design as well as the population and sample

drawn therefrom.

1.4.1 Description of the Research Methodolomy

ITn line with the stated research poal, a descriptive
approach to the research study was adopted. This is a research
technique which specifies the nature of a given phenomenon. It
is therefore an evaluative proc¢ess. Tvaluative research is 'a
special form of applied research vhose primary moal is not the

discovery of knowledge but testing the application of knowledge!

14



(Suchman, 1968), Henee it is a systematic process whose primary
roal is that of discovering the facts and characteristices of a

riven population.

As usual, the investigation of any problem should bepgin
with a 'survey' of its nature before it can move into the more
atructured and rigorous phases (in this case cvaluation). It has
therefore been found logieal to apply the survey research method

in order to determine the status of the problem situation,

The purpose of survey research is to accurately assess the
characteristies of a whole population. This is made possible by
the selection and study of a representative sample chosen fron
the population which enables the researcher to discover the
relative incidence, distribution and the inter-relations of
certain variables. The survey research also enables the identi-
fication of problems and the making of comparisons and

evaluations.

Strengths: The relative strength of the survey research
method inelude givine an overall picture of an entire population
ac well as pointing touvards possible solutions to the problen.
It also provides the basis for assessing situations as a

prerequisite to inferences and generalisations.

Weaknesses: The possibility of having a lopsided sample or
set of respondents cannot be ruled out., This is because only

thoce that are acecessible and willing to cooperate could be

15



utilised in data rathoring., Surveys are also vulnerable to
under-rater or over-rater bias, i,e. the tendenecy for some

respondents to give consistently low or high ratings.

Choice of Survey Methods: The two primary methods of
survey - mail questionnaire and personal interview, were chosen
to facilitate the process of information gathering., Thus the
primary instrumentation tool employed for the study was the
questionnaire. This was to allow flor wider coverage at 2 minimum
expense both in terms of noney and effort. The questionnaire was
divided into four sections (A, B, C and D) to facilitate
gathering the required data. Iach section of the questionnaire
touched on cone of the four research questions outlined in Section

three of this chapter.

Tt is an important ingredient of survey to establish the
validity of a questionnaire before its use. There are two stages
of validation., At an elementary level, it is necessary for the
questionnaire to have face validity - i.e. each question nust be
related to the problem under investipgation and givings an adequate
coverage of the subject, among other things. The more crucizl
validation however, requires checking the responses vhich the
questionnaire elicits against an external eriterion. However
since this study will invelve asking questions of opinions and
attitudes, the moat effective way to ensure validity of responses
received is to fellow the questionnaire with an interview of a

sample of the respondents to see whether their responses tally

16



with their views on the subjects discussed, Hence the decision
to combine both the questionnaire and interview methods of survey
study, Also in order to aveid a situation of high percentage of
non-returns of the questionnaire, follow up trips as well as
reminder notes were used to ensure that data was obtained from as

large a proportion of the sample as possible.

1.4.2 Selection of Subjects

Since the approach to the study was evaluative, it is
necessary to establish a basis for comparison or evaluation of

the reaponses received from the sample.

The population can be classified into two - the corporate
organisationz on one hand, and the various user groups for
financial accounting information on the other., A non-random
sample of the first population (about 10 ecompanies) was drawn and
their financial statements were used as basis for evaluation., A
stratified non-random cample was alsc drawn from the second
population. This is necessary because users of financial
accounting information are of differing characteristiecs each with
peculiar information requirements, For the purpose of this
study, five user-groups were targetted. These comprise of
investors, company employees, accountants in academies and in
practice, customers and pgovernment apgencies. They form the
sample drawn from the second population and they are those to

whom the questionnaire was administered, Their responses were
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analysed on the basis of the financial statements of the
companies “hat form the sample for the first population. Mo
attempt was made to stratify or group the sample companies since
the research was merely interested in evaluating their financial
statements and these are usually prepared adopting the same
accounting concepts and conventions. lHowever, thesample was
selected from companies involved in different lines of business

activity such as manufacturing, trading and service.

1.5 Research Limitations

Social responsibility accounting still remains a relatively
undeveloped phenomenon with much subjectivity in its inter-
pretation. Hence, the tendency for most companies to decide for
themselves the nature and extent of their social
responsibilities. The conecept may, therefore, be broadly or
narrowly defined. This research employed the underlying
assumptions of the concept of business social responsibility in
shaping an approach to the accounting task of corporate financial
reporting. Thus, the research cannot be completely devoid of
some of the limitations of the concept itself, notably the

subjectivity aspects.

The research employed the survey method of acquiring data
involving the questionnaire and oral interviews. Practical
problems related to these methods of gathering information were

encountered, These include among others, failure of some sample
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reapondents fo answer certain gquestiona in the queztionnaire and
outripht refusal to even accent the gueationnaire. Also, the
possibility that some respondents have refused to give their
sincere viewe or opinions ecannot be ruled out, In the case of
oral interviews, there exist the added problens of inability to
get accaess to some respondents, the possibility of pre-empting
the respondent's views by the manner in which a question was
posaed, or even the poasibillity of annoying the respondent thereby

affecting his final response or lack of it,

Severzlprecautionary measurcs were, however taken in order
to minimiss the impaet of these fzctors on the final research
data, These include continuous follow up interviews and
reminders to respondents that either failed to answer sone
guestions or the entire questionnaire, and reassuring them of the
confidential treatment which their responses will receive., The
problem of categorizing the sample into groups namely share-
helders, 2mployees, custeomers, government institutions and
professional accountants was overconme by making use of the uniens
or assocliations to which these people belong such as labour
unions, ICAM, the Stock Exchange, etec., Thus, the limiting
factors were not so overwhelming as to jeopardize the validity of

the research findings,

1.6 Research Plan

.l

To facilitate the conduct of “he research as well as
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coverage of the areas designed, this write up is classified into
six ochapters. Raech chapter is further divided into sections

which deal with specific aspects of the chapter.

The statement of the problen to be investigated together
with the aims and objectives of the study and research procedure

are contained in this first chapter.

The remainder of the write up consist of the review of
relevant literature on the researeh area, which forms the content
of chapter two. Chapter three provides a conceptualisation of
the research topie by critiecally examining the concept of
corporate social responsibility in the context of corporate
finaneial reporting. Chapter four evaluates the financial
statements of the sample companies based on cartain selected
oriteria. An analysis of the data gathered Lhroush the responses
received on the questionnaire and personal interviews as well as
the findings made therefrom was taken up in chapter five.
Finally, a summary of najor research findinss togaether with some

recommendations form the eontent of chapter =six.



Chapter 2

The research was aimed at discoverinpg enpivically, the
relevance and feasibility of employingzg a user decision-oriented
approach to the acounting task of corporate {inancial reporting,
The approach involves a consideratior of the ability of

alternative accounting nmethods to provide useful input to users!

decision models.

Being a social responsibility-based approach, the research
literature examines the corcept and methodolosy of social
accounting in relation to che research problem. The chapter has
been accordingly classified into five other sections. Section
two reviews the objectives of corporate financial reports as well
as the accountinrs concept of adegquate disclosure. Zection three
examines the conceptual interpretations of business social
responsibility while section four analyses strategic areas of
social concern., Section five reviews various approaches to and
some selected formats for corporate social reporting, and lastly

section six sumnarizes the salient points treated in the chapter.
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2.2 ial i ormati
and Disclosure Policies

There is no doubt that accounting is undergoing a rapid
transition by moving away from its traditional procedural methods
(involving record keeping and other related aspects like
budgeting and final accounts) towards the assumption of a role

which emphasizes its social orientation and relevance.

The changing environment in whieh accounting now perforns
has inevitably extended its boundaries to such an extent that
there is now a problem of defining its scope. Invariably this
has led to a situation whereby the definition of accounting
continues to change with time. For instance, Littleton, 1953,
wrote that 'the central purpose of accounting is to make possible
the periodie matching of costs {(efforts) and revenues
(accomplishments), This concept is the nucleus of accounting
theory and a benchmark that affords a fixed peoint of reference
for accounting discussions.! The Committees on Terminology of the
ATCPA (1961) inteprets acecounting as 'the art of recording,
classifying and summarizing in a significanc manner and in terns
of money, transactions and events which are, in part at least, of
a financial character and interpreting the reuslt thereof!',
Finally a more recent and liberal interpretation, defined
accounting as 'the process of identifying, measuring and commuhi-
cating economic information to permit informed judgements and
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decisions by the users of the information (A.A.A., 1066).

This definition though not comprehensive enough to reflect
the present social signifiecance of accounting is however closer
to the theme of this write up and to the attainment of the role
of' accounting as an inforuaation sciencae. It is also possible to
define the =s=cope and boundaries of asccounting from this

definition by implying that accounting is concerned with:-

(i) Identifying and seleceting the information whieh intended

users will need,

(ii) ©Evaluatinz that information in the manner whieh is most

useul to the intended users;

7iii) Comsunicating the ialorzation selected and processed in the

Jerm noat appropriate te the requirements of its users,

(Clautier and Underdown, 1976).

‘nint an information-based descipline, it is only logical
that the provision of irfornation to suilb the reguirements of
users of acoounting indormation should determine the objectives
of an accounting infornmation systen. Thus the basie eriterion
for judring the effectiveness of an accounting information system
should be the relevance cof its infornation output to users'

decision modoels, This ericaricn (orms the basis upon which the
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objectives of financial accounting were established, The most
outstanding piece of research conducted in this regard was
produced in 1975 by the A.I.C.P.A.'s study group on the
Objectives of Financial Statements (Popularly known as the
Trueblood Report)., In developing the objectives of financial
statements, the Study Group was principally required to consider

the following posers:

Who needs financial statements?

What information do they need?

How much of the needed information can be provided by the

accounting framework?

Ithat framework is required to provide the needed informa-

tion?

The Committee reported that 'The basic cbjective of
financial statements is to provide information useful for making
economic decisions'. It then went on to list other additional or

subsidiary objectives as follows:

(1) To serve primarily those users who have limited authority,
ability, or resources to obtain information and who rely on
finaneial statements as their principal source of informa-

tion about an enterprise's economic activities,

(ii) To provide information useful to investors and ereditors
for predicting, comparing and evaluating potential cash

flows to them in terms of amount, timing and related
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(1i1)

(iv)

(vi)

uncertainty.

To provide users with information for predicting,

comparing, and evaluating enterprise earning power.

To supply information useiul in judging management's
ability to utilice anterprise resources effectively in

achieving the primary enterprise poal.

7o provide factusl and intarnretive information about
transactions =nd otha» events whieh is useful for predie-

tinz, comparing and evaluating ~nterprise earning power.

To provide . statement of Tinaccial sasition useful for
predicting, comparing and evaluating enterprise earning

poyear,

To nrovide a statement of neriodie earninzs useful for
prediotin:, conparins and evalnating enterorise earning

nower,

(viii)To provids 2 staterent of financial nectivities useful for

¢1x)

(x)

predicting, comparing and evaluating enterprise earning

power,

™n provida information useful for the predictive process.
Financial forecasts should be provided whenthey uill
enhance the reliability of users' predictions.

For pgovernmental and not-for-profit organisations an
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objective is to provide information useful for evaluating
the effectiveness of the manapement of resources in

achieving the organisation's goals.

(¥i) To report on those activities of the enterorise affecting
society which can be determined and described or measured
and which are important to the role of the enterprise in

its soeial environment,

The committee concluded that the objectives set out in the
report could be attainable in stages within a reasonable time
period, and are vital for continued improvements in accounting

standards and practices.

2.72.3 Disclosure Policies in Financial Statements

The concept of disclosure in financial reports has been of
primary significance in both accounting theory and practice. 1ts
scope is in fact '...broad enough to encompass almost the entire
area of financial reporting...” (lendriksen, 1970). The
sipnificance of the concept is further established by the efrorts
currently neins nade by several groups to enhance the scope of
accounting diselosure, For example the issuance of SAS Ho. 1
'Disclosure of Accounting Policies’. and SAS lo. 2 entitled
'Information to be disclosed in financial statements' by the NASB
in 1985 coulid pe seen in this light. Other similar reports

inelude "The Corporate Report"™ of the ASSC (1.7, 1975) and t he

previously discussed Trueblood Report on the objectives of
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financial statements,

It is worth mentioning that this is the aspect of
accounting where governments play a key role. In Higerian for
instance, the Companies Decree of 1968 specifies the kinds of
financial statements whieh companiea should present to members at
annual peneral meetings, as well as the rights and obligations of
the shareholders in relation to the company. These requirements
however, suffer from two major defects. First, companiesg are
considered to have fulfilled their lemal obligations in respect
of accounting information disclosure by the mere submission of an
Income Statement and a Balance Sheet together with the appended
notes, Second, companies are only legally responsible to provide
accounting int'ormation that suits the needs of shareholders,
notwithstanding the diverse audience for finaneial accounting
information. Tt is due to these situations that reports of the
kind mentioned above were published reflecting this new outlook
of aecounting disclosure (now nore appropriately termed as

adequate disclosure),

2.2.3.(1) Definition of Adequate Disclosure

Several interpretations have been given on what consistutes
adequate disclosure, but the substance is essentially the same.
It has been stated that 'Accounting reports should disclose that
which is necessary to nalke than not misleading' (Moonitz, 1961),

Tlaborating on this, Meonitz opined that the anncept of
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diselosure should be conceived in terms of (a) what should be
disclosed, (b) to whom, and (e) how diselosure should be made,'
Also in discussing the adequacy of informative disclosure, the
committee on Auditing procedures of the AICPA (1973) stated thus:

The flairness of presentation of financial statements

in conformity with generally accepted accounting

priciplea comprehends the adequacy of disclosures

involving material matters. These matters relate to

the form, arrangement and content of the financial

statements with their appended notes; the

terminology used; the amount of detail given; the
elassification of items in the statements; the bases

of amounts set forth... 7This enumeration is not

intended to be all inclusive but sim ply indicative

of the nature and type of disclosures necessary to

make finaneial statementsa sufficiently informative.

It is obvious from the foreroing that neither the nere
submission of Talance Sheet and Income Statenment nor the
disclosure of accounting information required by only the zhare-
holders ocould give any oeredibility to the accounting conecept of
adequate disclosure. The trend at present therefore is towards
the provision of accountin: information that considers other user
rroups alongside the shareholders. A study that picked on this
issue was 'The Corpo :te Report' of the Accountinm Standards
Steering Comnmittee o; the ICAEV. The Iteport reconmended the
provision of six other supplementary reports apart from the
traditional Profit and Loss Account and Balance 3heet. These
could be prepared without much difficulty by most firmas and
consist of (i) A statement of value-added (ii) An employment

report (iii) A statenent of money exchanpes with the government

(iv) A statement of transactions in foreipgn currenny (v) A state-
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ment of future prospects (v) A statement of corporate objectives,

It is common logic however that certain characteristics
should be present on an objecet for it to be conasidered as having
acquired a special quality or attained a perticular status.
Similarly, corporate financial reports should possess certain
characteristies in order for them to be sufficiently informative,
The Corporate Report cited above states that the reports should
be (i) Relevant (ii) 'Indersatandable (iii) Reliable (iv) Complete

(v) Objective (vi) Timely and (vii) Comparable.

And in a slight variation from this, the APB (1970)
indicated that 'financial information that meets the qualitative
objectives of financial accounting also meets the reporting
standard of adequate disclosure'. The qualitative objectives
which must be met according to the Noard are:;- (i' Relevance
{ii) Understandability (iii) Verifiability (iv) Neutrality (v)
Timeliness (vi) Cormparatibility and (vii) Completeness. These
represent a fairly complete list of the desirable attributes of

financial accountins information.

Buzby (1974) was of the view that a full understanding of
tha rationale and implications orf the coner )t of adequate
disclosure requires seeking arswers to five interrelated
questions as follows: For whom 1is the information to be
disclesed? Yhat is the purpose of the information? !ow much

information should be disclosed? Fow shoul! the infornmation be
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digeloned? and '™hen should the information be diseloced?
1. Por vhom is the information to be diselosed?

Tt is an established fact that there are a nunb:r of
potential user pgroupns with a direet or indireect interest in
finaneial aececounting infeormation, and the adequacy of infornation
diselesure can only be deternined on the basis of the needs ef
the usern it is intended for. I% is 2lso impartant to identify
thasga user elassas and their charactaristics because different
ucers have different purpeses and thin will go a long way in
doternining the speeifie tynes of infurmation to be presented as
well as tﬁé rnanner cof presentation. Tha adequacy of accounti:is
diselonure is also seen in relation to user competence - the
ability of the user to inteprsrat and understand the acecounting
datz oresented in the financial ronort, The Trueblood Connitten
has recn-ecnded that finaneial reports sibould serve prinarily
those users with linmited authority, ability, or resources to
obtain information and whe rely on Tinanecinl atatenents as thaeire

-~

nmajor source of information about the activities of an

enterprise.
2,  What is the purpose of the infarmation?

The identiflication of the n ‘'pose for which accountin-
infornation is reqguired is neeecss oy in order to satisfy thae
aceountiny objective ol 'raleveonce', Tho AP has indicated that

relevance is the nrimary qur . "Lative objective of finaneial
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accounting information, and therefore the purpose for which the
information is to be uased nust firat be determined hefore the
relevance of particular kinds of information can be deterninad.
Henoce information that is relevant for one purpose may not be

relevant for another purpoce.

2, How much information should be disclosed?

information presented in asccounting reports are as
econtained in the conventional baiance sheet, income statement,
value-added statement and scurces and applieations of funds
statements. Moonitz (19571) has also stated that accounting
reports should disclose whatever information that is nccessary to
malte them 'not mnisleading". Pecause of thesn, numerous sujLes-
tions have been put forward for the extension of accounting
diselosures. TFor example the Trueblood Comnittee report has
recommended several expansions in accounting diselosures covering

current value accounting and social accountins amongst others.

4. FHow should the Information be disclosed?

The accounting aoncept of adequate disclosure requires that
information should be nresented in a manner that fosters under-
standability., If ineffective or misleading methods are enployed
in disseminating accounting infornation; then the eriterion of
understandability will be lackins. Jnpirieal studies have shoun
that a high level of ecducation was required te couprehend

financial statements. Therefore therc is the need to place
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enphasis on deaerving points as well as the logical organizing

and groupins of' the presented information.

5. When should the information be disclo=ed?

The qualitative objective of timelinesa requires that the
disclosure of accounting information should be timely for it to
be effective. This view is surported by the APR when it stated
that 'timely financial accounting information is comnnunicated
early enough to be used for the ecnonomic decisions which it
might influence ané .0 avoid delays in the making of those

deecisions.'

2.3 Conceptual Approaches to Corporate
Social Responsibility

2.3.1 Varying Interpretations of business
social responsibility

Inspite of nuch debate, however, there is nec universally
aceepted concept of business social responsibility. Threa
conceptual views of corporate social responsibility are however

L]

predominant in the literature:

2.3.1(a) Maximisation of profit

The first viewpoint is based on classical economic theory
an expressed in the poastulate that a firm has only one

objeetive, which is to maximise profit or shareholders' yealth.



Tt is presumed that by so doinm the firmn will be maximising its
contributions to socicty. In responsa Lo the eall for
enterprises to forpgo part of their profits in order to serve
social nroals and aspirations, some liberal econonists even
anyitend Lhal there are no =nongh nrofits to forsges to nake much
gaifferance, Thiz vicu vhieh alro concewrns Lhe contention that
anterprises have o recoontibility ho seeinl rovpn zther than

shareholders van steonzly adveente. in the folloviine Lerns:

The view has been pgainivs, widespruad acceptance that
corporate officials ... hove £ 'roeial responsi-
bility' that goes beyond serving the interest of
their stockholders... This view shows a fundamental
nizooneertlion of th-= characier nad nature af 2 free
econony. In such an econonmy, there is one and only
one noecial responsibility of Susinesy - to uig its
resources and engage in activities desipgned to
inereasa its profits 30 lany as ic sleys vitoiln the
rules of the game, which ip to say, engages in open
and free conpeiition, withont decepiionn or Iraud...
Few trends could so thoroughly undermine the very
foundations of our Frae 3neliziy .o i acempranre by
corporate officials of a social responsibility other
than to make as uuen 1roney for their sonzzrol =rs as
possible.

(Friedman, 1962)

2.2.1{b) Equity Concent

The asecord approae” (2l-z rerferrsd e a3

[

-1e eqguity
concept) was developed 1 the severtiesn and it recoznizes the
airnificance of 2ttaining ~one soei-l objectives vic-a-vis the
prirary objective of p~2fit amaxini-atien, This vieoy therefore
advoecates Lthat cernorate exzautives should male Zecisienn which

naintain an equitable bDalanee Hatyern the d-nands of
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sharcholders, employees, customers, suppliers and the general
publie. Thus the corporation is viewed as representing a pool of
diverse interests. Hence it is emphasized that these varicus
interests should be properly considered in order for the
corporation to attain its long-term objectives of income

maximisation.

2.3.1(e) Socie roa

The third view represents the societal aprpoach and regard:
income as a2 means to an end, and not an end jn itself. Tn thi=s
view the chiefl executive of a larse corporation has Lhe problen
of reconeciling the demands of employees for more wapges and
improved benefit plans, customers for lower prices and greater
values, shareholders for higher dividends and greate: canital
appreciation _ all within a framework that will be constructive

and acepetable to scciety" (Comnmittee for T“conomiec Developnent,

1971).

llence organisational deecisions should be peared towards the
sclection of soeically desirable alternatives. Therefore,
instead of seeking to maximise income generally, the objective
should be a satisfactory level of income which is compatible with
the attainment of a range of social smoals. In the efforts being
nade tc adopt this approach, researchers are of the opinion that

the modern corporation will be faced with a twofold dilemna:

(i) The organizational innovations enablinz it to manage
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nrowing product diversity ard to adapt to technological,
acononic and competitive chance may inhibit effective

responses to societal concerns.

(ii) The need or desire to absorb a ~“rowing array of societal
demands into it+ operations - affecting product desipgn and
marizeting policy, to name just two - may reduce its
effectivensss as a producer of goods and services,

(Ackerman, 1973).

Tt nas therefore been pointed out that when a company fallz
vietim of either of these delicate snituations, the challenge lies
in che difficulty of the management tashs involved, rather than
rioral or ideclogical intransicence. Tn the long run however, the
more successful cornorations will be those that can achieve both
social responsiveness and commendable econonic perfornance. The
gradual shift to the third conceptual approach of businses social
reaponsibility is interpreted as a move from a concept of
business corporation based on the ‘stockholder' view (as
adveoeated by Triedmnan and others) to one based on the
'stalkeholder' view, The forner concept views the businesa
enterprise as having a zole objecetive of malking profits for its
stockholders and regards the clains of other groups like
custoners, employees and the community as con: .raints on this
objective. The latier concept on the other hand acknowladpes
that a corporation is socially responsible to all those within or

outside the orsanisation who benefit or sui'fer by the decicsionn
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and activities of the enterprise.

2.3.7 'The Social Contract

The stakeholder view of the corporation was eveolved to
broaden the outlook of norporate ohjectives, apparently bhecause a
seneral consensus seems to have heen reached that: (i) The
active and willing invelvement of private busienss concerns is
required for solntions to he found teo nmost of the current zoeial
nroblems, and (ii) To the extent that current financial reports
do not serve their intended purposes adequately, a broader scheme

of rorporate napformance measurement is necessarv,

The l2e¢k of a broader basis for assessing corporate
nerformance mav partly be due to the fact that societal concern
over cornorate social impact is a recent phenonenon and partly
dya to the absence of a working definition of the societal role

of 2 corporate arcity,

The clements of such a definition is enoodied in the notion
of n foecis: contract - o company palormns certain soelall;
deasirable functions in anticipation of some reuyards from the
society., This notion of a social contract has been succintly
exprassed thus:

A 7 soeial institution - and business is no exception -

opaerates in society via a soccial contract, expressed or
implied, wvherebv ite survival and growth are based on:
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L5 the delivery of some socially desirable ends to soeciety in
meneral, and

(ii) the distribution of economiec, social, or politiecal benerits
to groups from which is derives its powvers.

Tn a dynamie society, neither the sources of institutional
powar nor the needs for ita sarvicas are permanent., There-
fore, an institution must constantly mcet the twin tests of
lepgitinagy and »elevance by demonstrating that society
requires its services and that the groups benefiting fron
its rewards have noeiety's approval.

{Shocker ard Sethi, 1974).

This idea of a social contract is erucial for a elearer
understanding of the interaction ol a ecorporate entity with the
society based on the stakeholder approach., Ilnder this view a
firm has both a productive role and a distributive role, and its
mandate covers the entire society anc not just restricted to its
stockholders. Ramanathan, (1976) opined that the developnant of
a set of social performance criteria is essential for bringing
the social contract notion from the level of ideas to the realn
of operationality and to provide explanations to typical

questions such as:

(i) Yhal asc the afovic-nad dimensiens Irplisl 42 tha aoecial

cmbeoact”

(ii) W“hat is soeially responsible por’ormnann?

(iii) Yow is it to be measured and avaiuated in the appgrazate

social context?
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Thus, the conception of business social role has gradually
developed in stapges up to the present stakeholder view and the
incorporation of the notion of social contract which povides a
broader scope for corporate performance assessment, Prior to the
attainment of this status, advocates of busineas social responsi-
bility were on weaker ground as crities refer to the entire
concapt as ‘a fundamentally subversive doctrine' pointing out
that *If business do have social responsibility other than making
maximum profits for stockholders, houw are they to know what it
is' Can self-selected private individuals decide what the social

interest is?' (Friedman, 1962).

Yith inereasing awareness about corporate social role and
intensified research associated therewith problems of
inatitutionalizinr corporate policy on social objectives as well
as determnining the nature of those objectives are being

effectively tackled.

2.4 Major o ial Perfo e
2.0.1 Catepories of Social Concerns

Social Perfornance of Corporations hac been of inecreasing
concern to managenent, invesators and the ~eneral public, but this
performance is not beinm measured and reported in a systematic
manner, A vital prerecquisite for the orderly measurinsg and

reportinT of soecial performance iz the proper identification of

18



areas of soecial activity. This will undoubtedly assist manape-

nent in:

{13 Establishing poals, objectives and priorities,

(ii) Planninz the use of monetary, physiecal and human resources,

and

(iii) Measuring progress,

A very useful categorization of the variables present in
social accounting measurenent has been advanced by the Canadian
Yational Association of Accountants (CNAA). Social concerns are

divided into the followins four major componenis:

(i) Community Tnvolvement: This ineludes those socially
oriented activities which tend primarily to benefit (or

disadvantage in some cases) the general publie.

(ii) Tuman resources stewardahip: It involves activities

directed to the well being of employees,

fiii) Physieal resources and environmental stewardship: This
comprises corporate activities direeted towards the
conservation of resources and the protection of the

environnent.

(iv) Product or Serviee contribution: It deals with the impact
of a company's products and services on scciety and its

relations with consumers.
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The classification of items under each of these four major
headings identifies typieal examples of soeial aetivity. See

Table 2.1,

Uithin these areas, a corporate entity should identify
standards and objectives, whether from sovernmental legistlation
and regulation or fron societal preasures ana demands or fron

internally perceived norms of social reaponsibility.

n an identieal rescarch vor's conducted to facilitate an
analysis of business accountability, Brummnet (1973) has
identified five possible areas in which coarporate social

objectivan may he found. and thav are na follows:

(i) et income contribution.

(ii) TMuman resourcas contribution,
{iii) Publie eentribution.

fiv} Ppvironrmental eontribution.

() Prodint or zervice econtribution.

Tne tern ‘'contribution' is used in this context Lo inelude
both benefits and costs assceiated with an organisation's
antivitianag, An elaboration of each of these five arcas ol social

sicnificance are presented thus:

2.0 Met Tncome Contribution

A business organisation cannot survive without an adequate
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Table 2.k

‘i) Community Tnvolvement

Major Soeial Concerns

L A S S A SO - B S ) S W

- T ———

i ———— —— -

1. General philanthropy 1. DPmployment practices
2. Tranaportation 2. Training programmes
3. Health Services 3. Promotion policies
4, Aid in personal and . T'mployment security
business problems, 5. Remuneration and retirement
5. Tousing henefits
5. Community Plannirs and 6. t'orkins conditions
involvement 7. ilealth and safety
T. Volunteer coramunity 7. Job satislfaction
activities . Communications and
4. Opecialisad food and participation.
wvelfare programmes
9, Tduea*ion
(ii) Physieal resources and (iv) Product or service contri-
environmental stewardship butions
1. Adr 1. Labelling and packaring
2, Uater 2, larketing representations
3. Sound and product clains
4, laste creation and 3. fMuarantee and varranty
disposal nrovisions
5. Searse rezources usage 1, Consuner satislaetion and
and ecnservation conmplainte procedure
5. Aesthetic conniderations 5, Consuner cducation
of desirn and presence 5, ¥roduct quality and suit-
ability
T Product safety
. Constructive resesreh and
development
0, Advertisin~ and pronotion.
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financial surplus and as such the pgrowing attention being siven
to other social objectives doas not in any way dininish the
gipnificance of the income objeetive. On the contrary, it adds
meaning to the sipnificance of corporate net income by drawing
attention to the eircumsatances under whiech it was produced. Thus
there is a clear correlation setuwcen Income and a2ther social
objeatives, ['or ingstance, the failure te identify a soecial
probler naoy in due courae advercely affect worzers!' abtility to
maintain the level of profitable output. Inadequate attention to
produet quantity and consumer's unfavourable reaction could

ultimately affect sales and hence inconme.

This is a measure of the inpact of organisational
activities on the people who conatitute the human assets of the
ecmpany. i'mployee recruitmeant, hiring, traiping and promotion,
Jot enrichreaent, transfers, refirenchiment, uaion duties and self
actualication are all govered by hunan resourse contribution and

management.

2.4(21i2) Public Contribution

This is reflected in the external effects of enterprise
decisions and activities. It involves such things like
philanthropie contributions to secience, <eduecaiion, health,
cultural development and charities; training and employment of

the handicapped and payment of the required amount of taxes.
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2.40(iv) PEn n Co u

Jocial objeectives in this perard are to boe found in the
abatement of the nepgative external effects of industrial
production such as pollution of air and water, necise,

despoilation and loss of irreplaceable resources,

2.%(v) Product or Service contribution

Soeial responsibility in this context poes beyong what is
advantageous from the marketing angle. It covers product

utility, 1ife durability, safety and serviceability.

The forepoins analysis would hopefully, help an enterprise
to determine the extent of its commitmant to social objectives
and consider plans for their attainment. The folllwing

subsection examines a proecedure that could be adopted in

implementing a social action prosgramme.

The interdependence of social and econemic goals is best
appreciated hy an intesration of both social and economic
ohjectives in the planning process. Bauer and Penn (1972) have
recommended a four stapge aporoach which accountants can adopt in

planning social propgrammes for business enterprises:

2.M.2(a) The Soeial Audit

This involves nalking an inventory of all ceorporate
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activities having a soeial impact, The inmpact ef a conpany's
activities can be analysed into threa major eategories: (1)
impact on the public (ii) impact on consumers of the company's

products and (iii) impact on the company's employees.

The impact of corporate activities could be determined by
the company's policies on such matters ac employment of the
handicapped and women, charitable donations, honest
adverstisement, product safety, employee wares and perquisites,

job enrichment and safety.

2.4.2.(b) is of t

The objective of this exercise is to shed further light on
the nature of the social problems towards which corporate soecial

policy should be directed.

2.4.,2(e) Evaluating and selecting social programmes

The organisation's current social performanes and poliecies
associated with that performance will influence the selection of
future social programmes. One approach to tarling this problem
is to earry out 'attitude surveys' which will 2llow the firm to
monitor and possibly forecast changes in attitudes among
employees, customers, sharenolders, rovernment officials and
public institutiona about the conpany's current social

procrammes.
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?.1.2(d) Iutegratin: soeinl and pusiness programmes

» Final ntane iu evolving a Jons=ranne suciuy policy iz
to tranaiate plans into soeial accion projrammes, The projranmnes
provide a means of =zllocatiny corporate resources to the
attainmenc of particular social poals. Controli procedures should
be designed to ensure that such 7oals are achieved efficiently.
Budgetary control techniques would enable social and business

programaes ¢o be joincly Laspleneated.

Althousgh it has been proposed by PBauer and Fenn that social
programmes should be designed so as to mateh corporate objectives
with those of society at large, it is evidant that sucir a
surgestion is bound To pose very complex problens and therefore
it is merely seen as providiig a theoretical blue princ for
fucure researen in developim; analytical Lools in this field.
This is because at best, ‘corporale amanagers will be able to
place their own interpretation on the objectives of society at
large, Thoese chjcectives arc nob all knoun aad oi'ten appear as
part of a shift in publie opinion, they are nultiple, they often
confliet and frequently overlap', (Glautier and Underdown,

Corporate social accounting az beinp underiaken today cales
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various forms ranging from the simple and inexpensive to the
conplex and costly, The rance may for inatance talte the nathern
of any of the folowing approaches depending on the degree of

commitment of the firm:

(i) TInformal reviews of social reaponsibility activities at

neriodic meetings of management groups or connittees
(1ii) An inventory (or audit) of social performances
(iii) Cost=benelit analysis of sceial progranmes

{(iv) An impact analysis of social costs and benefits brousiht

about by enterprise activities.

{v) L eomnrehongive avaluation of the soeial impaet of the

comrpany.
{vi) Public disclosure of any of the foregoins results,

Howaver, even though public concern anout the cocial role
of business corperations has for lonns been a topieal issue, the
acecounting implications of thia role in nadern snnciety have only
recently been the subject of debate. An impetus towvards
corporate social reporting wvas msiven wnen in reporting on the
objeetives of [inancial statereuts, a committee of the AICPA
atated that 'an objective of financial statements is to report on
those aclivities of tihe enterprise aft'ectingg society wvhich can be

detersined and deseribved o measared and whieh are important to
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the role of the enterprise in its social environment' (The

Trueblood Report, 1973).

3ince the publication of this report, researches have been
conducted to determine the extent to whiech corporations have pone
in implementing the recommendations contained therein. For
instance Beresford, (1974) has carried out surveys in the USA and
has found that social disclosures have increased significantly
over the years. These surveys pointed out that the most commonly

applied methods of presenting social data were an follows:

(i) Separate sections in annual reports usually ~eferred to as
'social reports'.

(ii) ©Separate sections in the President's letter %o share-
holders, veryv often addressed to shiarehol.iers and
employees,

(iii) Coverame of social! natters a3 part of major topics of

interest in apecial reports.

Tt has however heen noted that 'A comprehen:ive analysis of

the soecial impact of private enterprises suffers, at the present

time fronm the -~eneral ajlsenen of relinble data on a: rerate
social costs and benefits of business and how these are sharaed
amons various sceietal groupns.” (Ramanatharn, 1975). llever-
thelesa significant promress has been nade in recent tines in the
gathering and reporting of data on corporate soecial perfopmance,

both as a result of the internzl initiatives of prograsaive

companies and in responze to external influences. Thus, in

]



analysinng the reporting of social impaect by the Fortune 500
industrial conpani 3, Beresford (1974), found out that 298 of
then disclosed somc form of social performance data in their 1973
annual reports. The majority of these disclosures were in the
envirconmental control category. Other disclosures came under the
broad categories of minority employment, responsibility to
employees, comnunity activities and produet improvement.
Diseclosure practices varied c¢onsiderably as regards scope,
format, use of quantitative and financizl neasures and
significance of items diselosed. The trend now appears to be
towards greater disclosure, Apparcntly this is as a result of
the inereasing concern shown by firms about their soecilal
responibility as well as their attempts to institute some form of
social audit., Tt has become evident that 'many comnpanies are
presently involved in sceial acecounting frameworls of different
varieties, and it appears that these companies have progressed
subastantially further than the literature.' (AAA, Committee on

Soeial Costs, 197R).

The social accounting framevorks ccmmonly adopted by
companies are of two categoriez - Tntaernal cocizl accounting and
Fxternal social reporting. The former is not publicly reported
and is carried out on experimental basis prior to the time when
the corporation can publiely report its sceial performance. Tts
main objective therefore gcens to be sinply to find out what the

company in actnally doinr, indieatinsg that cornorate information
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systems do not presently provide relevant infoermation on costs
and effects of corporate social! saetivities., Nxternnl soeial
reporting on the other hand, appears prinmarily in the annual
report, but a significant number of companies use a zeparate
special report., llevertheless 'both approaches are usually
characterised by an optimistic tone, little or no mention of
detrinents to society, inadequate nquantification and no baces for
eomparison and evaluation in the form of norms, averases,
standards or ratios." (Naotas, 1976). Typieal exaaples of such
efforts in external social reporting include these of the Quaker
Oat= Co,, TB™ Corporations, the Chase lanhattan Corporation,
feovill Manufacturing Conpany, Abt, Assoeiates Ine., anmonn

others,

Jewover, even when an orcanisation has developed a
presentation format for its social aceounting report, there are
two singnificant dinensions that are likely to affect the final
published report: cpecificity of disclosure and focus of

iselogure,

At least three different dernreez of specifieity are
currcntly in %he literature. Tirat ia the gualitative fornat
vhich nrevidez purely dese~iptive commentary on the firn's
cocial activities. Tt ia the most commonly uscd and is often
supplementad by {llustrations and sporadic quantitcliive data.

Second is the guantitative Tormat vhich depends on the use of
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opecifie data to summarise performance. Lastly is the nonetary
format which requires the convernion of activities to nonetary
amounts and accounting statements reflectins the social costs and
benefits of a conpany's activities. Tt is a rare and atill
oxparimantol noproack. The ovaerriding prohlen in all the three
approaches i=s that of quantification. flahorating on this
constraint, Shanks (1978) ctated thus:

Objectives of a sccial nature can be set, and

soma.,, 2an be quantified, p»artisularly those that

deal with employees. But they do not have the

heanty, the nrecision and the clarity of the

traditional numerate objectives of financial

marketing, 2nd4 production targeting, and it is very

hard to see that this will ever change. It seen:

that this area of soccial responsibility will alway:z

be a much fuzzier area than that of finaneial.

marketing or production accounting.

The problem of quantifying sccial objeetives is indeed
overbaarinT, but acecountants and financial managers do rozsess

the necesaary gkills for the task, notwithstanding the little

interost they display in the matter.

2,5.1{(1i) PR i r

The foeus of diselosures ecould bhe either input-orianted, in
which @ase the renort will concentrate on the firn'as efforts and
expenditures iy ~peeific apeas, or nerformanne.oriented, in whieh
ecase it will attempt to measure the outmut of s9nial astivities
and their impact on society. Comparison with exnlieritf defined

company ohjeetives ir logizsally easier than comparicon with
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reneral societal pgoals and most social aneccounting statenentos

issued so far have monerally taken the sasicer course,

2.5.7 Proposed Models for Corporate Social Reporting

Developments in the field of social accounting have broucht
about the desimning of new reporting formats suitable flor
discharging the sceial reporting funciion. This is beecause there
now appears to be a general consensus that conventional financial
statements appear too constrained by foraat and tradition to
accomnodate the kinds of soecial infermation required. The social
reporting formats proposed range from the relatively simple to
the highly conplex. Fstes (1976) sunmarized the major proposals

for social reportins as follows:

(i) Marrative diseclosure, in footnotes to financial statenents,
of information evcerning environmental problems and
efforts, (AAA Conmittee on environmental effects of

organisational behaviour).

(ii) Txtension of t aditional financizl statements to include
cartain aceounts related to cnviconmental matters (Peans;

ARA),

(iii) MNon-monetary information on pollusion control facilities

ani enissions (Martin).

(iv) Severs) schedules covering pollution, occupatinal health

and nafety nnd equal empleoynment opportunity inforiation,
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non-nonetary except for a sehedule of oullayve in these

arcas (Nilley and Ueysnndt).

(iv) A report of inputs and outputs, both human and physical, as
well as amounta of taxes paid and contributions (Corcoran

and Leininrer).

fvi) TInformation on voluntary expenditure made for the welfare
of employces and the public, offset by the avoided conot of

socially desirable actions not talien (Linouwes).

(iv) A complex 'social audit' with sections dealing with the
company and stockholders, employees, clients and the
general publie, and the community; all anounts monetized,

(Abt.).

(vii) A comprehensive report of all benefitz and costs to society
resulting from an entity's activities, with money neasures

recomaended, {Seidler).

For the purpeose of illustration the forneztzs proposed by
Seidler for a publie institution and a private corroration as
well 25 the conprehensive soeial reporting model proposed by
Tstes were found to be adequate and are therefore detailed out ac

follaous:

3 |5 “eidler's Soeial reporting formats:
fa) Social inceme statement for a University (Illustrating a

public institution). (Sce Table 2.5.2(A).

52



Table 2.5.,2,F0 Social Incone Statement for a Publie Institution

i — . S

Conventions! Tnecme Statencnt

fNocial Tncome Statenent

Incoma:

Tuition Tees

KAX

Research ~Trants xxx

Governnent aid

Pxpenditure:
Teachin~ costs

Mosearch costs

Administration

Coats

(Peficit)/Surplus

XXX

Bxxx

(xxx)
{(xxx)

(xxx)

23

Benefits: B
Tnoreaned value
of students XXX

Value of recearch xxx

Hxxx
Costs:
Tuition fees {xxx)
Research zrants (xxx)
Governnental aid (xxx)

ther (xx)

Soeial profit/{loss)  Hxxx




Tt has been observed that from a practical viewpoint, 'the
conztmetion of a 3ocial accountine statement f'or an institution
such as @ University vould have wider usezs than the siiple prati-
fication of those rernonsible for the increased soesial value!'.
(Nobbins and Fanning, 1981)., For one, the statement iuould place
the institution in a better footing when seeking financial
assistance fron the pgovernment or raising Tunds from philan-

thropie or researeh-supporting bodiiss,

Indoubtedly, the case of a publie institution like the one
above is less complex than that of a conmercial cranization.
Seidler desimned 2 nocial ircoze statewnat Tor a2 conmnereial
copern veing the convon”ional valuae-o "'ed as a startirs base a=

shown in Table 2.5.2(R).
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Table 2.6.2.(7) Floeial Tneome "tateuent “or 2 cammareial orrani--

zatien
i H._-___;__

Value-addec Yy productior of -n antarprise XX
Add: Sceially deairsan™i. ontputs nob z0ld:

Job trafning; XX¥%

Health improvement of uorkers XXX

Fmployment of diszadvantasad ninoritien XXX

Nther XXX XX%
Less:; Seeially undealirabie effects not pzid for:

Mir mollution oo

Vater pollution LUK

Mz:] th problems caused by products XxX

Nther xxx  (xux)
let Soeial profit (or loss) o (;;;)

It 13 beljieved that the social nroTit or lons resgultin~ fron the
above kind of ircorc statoement iz liliely te be o mer~ realistic
neasvye of o corvosntionty role and innmet in the  ceizty than
the econventional financlal acecounting neasures of value-adied,

o~ - e
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2, Pates' Comprehensive Soeial reporting nodel

Maszed on the conventional incona atatenent, tstes (1976)
propused a sveial accouncing statement that is desisgned to take
inte account nll the socinl benefits and costs arising from the
inpaet of an antily anu ius activivies on soeiety. The forngt

for this soeizl rcporting model is as shown in table 2.5.2(e).

The constituents of the model vere defined and explained as

followsa:

Social benefits:

(i) Products and services provided (the present value of the
entity's output, tosgether with the value of facilities or

services provided to other elements of society).

(ii) Paynents to other elements of sociecty

-
| &

oo
e

additicnal suployce bensllis - Lie vaiue of fringe
Yonatits, tiaining preoqrannces, recrcaticnal or social
Yenefits,  Yhis shouid Le thie salue to tuc ens.oyee, and

not the gent to tho conpany, which is siiown 'separately,

(iv) Jdonations to the comnunity - Loth in money aad i liind

(v’ environnental improvements - eovatruction of access roads,
recreational facilitice cr provision of company bus service

for instance.
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Table 2,5.2,.(C) Social Reportine !odel

XYZ Ltd - Soeial account

Social benefits
Products and services provided
Payments to other elements of society:
tlares and salaries
Payments to suppliers
Taxes and rates,; ete.

Dividends and interest

Adiiitional enployee benefitn
Ponations to the community
Environnental improvenmentn

Ancillary benefits

Total social benefits
Social costs
ioods and materials acquired
Fixed asset purchases
Labour and services used
Public services and facilities used
Payments to other elements of society:
Customers
Tnvestors

Lenders

"oriz-related injuries or illnesses
Diserimination and disadvantane
Pnvironmental dar.are

Other costs

Soecial prodit (or loas)

XXX

XXX

AXX%

XXX
XXX
XXX
XXX

-

AXX
XXX
XXX

XXX

LXK

XXX
XXx
XXX

XXx

{xxx)

- —— s T -
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(vi) aneillary henefits - a,n publie education and enlizhnment,

facinl ecosta:

(1) rmoods and materials acquired

(ii) frixed asset purchases

(iii) labour and serviees used

(iv) publie services and facilities used - the company's shire
of the costs of publie Yacilitics provigded suen as police
and f'ire services or road netuor':s.

(v) Payments from other elenenta of soolevy

(vi) work-related injuries an? illnesses - the present value of
lost income

(vii) diserimination and disadvantare = tne present value of lost
income in the eanse or digserinination, aad Lae oxtra cost
causad bv disadvantameous treatnent

{viii) environnental damare

(ix) other costs - for exampls product defacts

Furthermore, it is apparent that muen or the data needed
for the conmpilation of a soeial account of this niture will
already ha available to the conpany's mana-eneni in conventional
financial aceounts. The rest o the inrornation can be acquired
with nminor modifications to the conpany's dava prceessing
systems, Some data may be difficult to obtain and even harder to
quantify or express in monetary vaiuves, Thia :1ay also prove
expenaive for the cerman.zation at the initial stare., rouever thae

assence is that the information networlk will only need to bde
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egtablished once, JSubsequent replication of the process

reqularly will considaerably reduce the unit costs,

Finally, it is important to note that 'with any social
account there is obviously room for, and a2 need for, deseriptive
analysis of items which cannot be quantified or of items whieh
reflect social concerns or chansing public standards.! (Dobbins

and Fanninm, 1981},

2.6 Sumnary:

The roessarch literature lhuas ravealzd th> increasing
prominence beirng given to the eecncept of 'maineszs soeinl respon-
sibility in rmodern acecounting theory. In prurticular, the stalie-
holder wiew ct' Lhe corporation as yell as the notion »T 2 social
contract bindinz the corporation with the society provide sound
thecireticsl Laskground to the concept of =nveial recnonsibility
accounting.,  "me principle of adequaie diselosurz and the nmodern
“ay objeetivaen of finaneial statanents havae develoned and
erpandad thec seape of conventional finmaneial reportine by taliing
into foeus t{he rizht Lo finaveial accountipg infornmation of

saveral interest aroups.
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Chapter 3

3.0 THE CONCEPT OF SOCIAL RESPONSIBILITY

CORPOR 2

The rescarcelh was ained 2t empirically detorninln~ the
desirability cf adoptinzg a stakeholder az opposed to a
i

stockholder zpproach to corporats firancial resorting.

This chapter provides a zeneral conception of the research
problem covering four other seetiona - Zection tyo mives a
critical examiration of Lhe theory of busiress soeiad) c2zponsibi-
1ity in relation to corocorabts financial reporting. Section three
provides an undate of thne countiryt's lagislations havinz Learing
on corporate financial reporting, while the fourth section
dizcusses vhy the iszus of business zoeial rvassonaibil it should
be of much concern “c the ascovnting 2izeiplise in pariicuiar and

to soaiety in pener~l. Lastly, Techion Mlyy sunaarines the

eritical 1iasues raisced in the ceaapter.

3.2 Criti 1

31.2.1 General Conception

Thera is a <eneral haliaf{ that the nmain, if not the gole
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objective of a business enterprise is to make profit for its
owners, .onsequently, the accounting funetion of financial
reporting is premised on the stewardship concept which explicitly
states that the steward is to be accountable to the owner for the
management of the resources entrusted to the former by the
latter. Presently, however, this view is beinpg challenged.
There is a popular contention that a company has social
obligations to the community and environment within which it

operates,

As the society develops technolozically and the production
pattern becomes more capital intensive, increased corporate
profiits can only be achieved at high social costs in terms of
atmospheric pollution resulting from the emission of poisonous
gases from factory plants, disturbances resulting from factory
noice, water contamination as a result of wastage disposal, ete,
Enterprise managers are therefore expected to consider and
integrate the interests of the larger society when they make
business decisions or inplement policies. 1llence this view of
social stewardship (or social accounting) seeks to examine and
report on the overall social impact of the entity on the environ-

ment.

According to Ramanathan (1976), social accounting is 'the
process of selecting irm-level social performance variables,
measures and measurement procedures; systematically developing

information useful for evaluating the firm's soeial performance;
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#nd cornmunieatine sveh in“oaration ta connarncd soeial zroups
hetl: vwithip and ouvtaide e (irn.t Alsas ir 2 wore concian
interpretation, Rstea (1074A), defined soeial acesuntine ar 'the
measurenent and reportinT, internal or external, of infornation
concerninr the impaet of an entity and its activities on

society.'

Thase deli:iliun o aaneeivad to mean that soeial

resnoneibility accounting dinvolves the determination and
roporting of enternrisze netivitian whiah haye graater pcirnifi-

eannn fopr thelr secial impaet then for theip fincneiz)l affact on

tha company.

The reportinz of enterprise activitiesn falling in that

catezory which is presently being advocated is in respect of':

($) hov companies nay for the aont of danaze (for a.n. by way

0" air or water nollntinn) te the environnent,

(ii) how companies conpenzate socicty for the exploitation of

har human and ~paroce material rasourcas,

(iii) th

rele enterprises play in connunity activities,

(iv} howr compania2s enhanea the auality of their nroducts or male

them safer for Fuman eonsunntion, and

(v) hou enterdrisas amnbasise and eneowrads the utilisation of

1neally produced ray naterials and other inputs,
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On closer observation the above list of areas of social
responsibility ean he further subdivided into tiro activity rroups
- the real or fully social activities and the quasi-eommereiai
activities. The {irst three activities listed above fall under
the former group. The latter are these activities that have an
indirect effect on the profitability of the firm, such as the

last two aectivities listed above.

A suitable frameworc for definins the nature and scope of
business sccial responsibility is embodied in the extended
stakeholder view of business enterprise. This view externalises
the effects of a company's activities because it assumnes that a
corporation is socially responsible to all those within and
outside the firm who henefit or suffer by the effects of a
company's decisions and activities. Fxternalities arise uvhenever
a corporation's activities have a positive and negative effect on
society, TFor instance an external benefit arises whenever the
society rather than the sharcholders derive a soeial benefit,
vhile an external cost is a social coct borne by the society.
Tnternal sceial responsibility on the other hand is in conncetion
with the management of' human resources within the firn, and this
has to do mostly with enployee recruitment, training,
remuneration and promotion, enployee participation in decision
malking as well as the provision of ideal physieal working

conditions.

On the premise of the extended stakeholder view of business
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enterprize, the traditional atewnrdship accountine function could
be ro-exaninod and -estated in torns of a menepral user approach.
This will in effec mean that enterprises have a responsibility
to provide accounting information to other user pgroups apart fron
investors and that the information should ba capable of serving

as inputs to user's decision models.

3.2.7 Underlying Assumptions

Tt is notawerthy howvever that thiz notion of husinecs
social responsibility is a relatively undevelopzd phenomenon in
"igeria, Apparently business enterorises deliberatly shy away
fron delving into this issue and the situation is lilrely to
continue for some tine. This may not be unconnected with the

following basic assumptions:

3.2.2(i) Soecietal awareness

Tt has been observed that the response of business firms to
the demand for social accounting iz a direet reflection ef the
strength of special interest rroups and the vociferousness of
their demands, In "igeria, the overriding interest of an average
investor is the reeeipt of an annual dividend an his investament.
BEven then, most investors seem unaware of their entitlement to a
share of the declared dividends. This explains why unclainmed
dividends amounting to millions of naira have accunulated with

most companies over the past years. Prescure groups such as
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trade unions are ill-organised, and usually restrict their
demands for better workings from their employers to salaries and
fringe benefits, neglecting other cqually important aspects like
industrial safety and job asecurity. Consumer awareness is yet to
reach a stage where consumer interest protection groups will

be formed,.

3.2.2(11) Economic realities

Niperia is generally perceived by economie analysts as a
seller's market in the 32nse that it appears there is a ready
narket for alnast any n~onmodif%y nroduead or brought into the
country, The situation is such that there is often an excess of
demand over supply and the demand for nost commedities is
inelastic. In such ciroumstances, enternrises find it both
axpedient and convenient to excleit the situation by shuning
rocially desirahle nerformance bSzcause the societal pressure and
demand necessary to maks these ectesprises responsive enough will

be palpably lackinr.

3.2.3 Pattern of Information disclosure

Tt has been observed that the most widely used media for
discloaing information pertaining to social responsibility by
companies are through company bulletins and press releases,
These are mainly done for- the purpousc of beoosting corporate image
or as a mere advertisement ginmiek. Ir the absence of a clearly

defined copnarste sonial rele (e.g. by movernmental legislation
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or repgulation) individual companies determine the extent of their
nocial reaponsibilities, A eloser look at come of these bulletin
reports will reveal the lack of some fundamental precepts of
accounting such as objectivity, verifiability, timeliness and
comparability. lHowever one may pardon such lapses on the zrounds
that the bulletins are primarily intended to serve public
relation objectives than to meet acecounting reporting standards.

T™vwo examples are cited bhelow:

The Shell bulletin Veol. 29 lo. # of April reporlts that

The Bendel State Government and the communities in
3hell areas of operation have profoundly expressed
appreciation for the conmpany's magnanimity in
providing various amenities fer the people In its
areas of operation. The most recent of such
amenities include the Agbarna-Otor town road tarred
at the cost of ¥104,000, the %djeba town road at the
cost of ¥140,0N0 and the Olomoro town recad tarred at
the cost of 114,000, Other contriosoutions were the
sinking of water boreholes ..., at a total coat of
about H100,000.

Simiiariy, the nation'’s largest corporate nouse - linited
Africa Compaay, Vig:ria Ltd. (UACY) in oae of its numerous

corporate laage canup: ins saial

As a corporate citizen of Tipgeriz, UACT is involved
in ways that na'te Hipgeria a bevver plaee to live in.
In the field of education, the company's contribution
is impressive .,. Under the companv's higher
education scholarship scheue, open scholarships are
avarded to two studentsa every vear at each "'icerian
niversaity. A lot of rood has accrued to whole
communities and institutions throuph the resnonse of
ITACH to charitahlie causes and national appeal {unds.
The conmpany has made donations of money and/or
materiala to some univerasities for the developaent of
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their faculties, In both the public and private

sectors, the knowledge and experience of IACHN

employees has been made available for the country's
henefits ... the company helns guarantee enmployment

for many Yigerians in other companies through its

vast network of business transactions with Yigerian

companies .., through all the activities enumerated

ahove, UACN is helping the nation achiave a healthy,
peaceful, viable socian and economie order.

Tha trend ia identical with other ecompanias, For instance,
advertisement pimmicke ouch as "the more profit we can bring to
our eustomers, the more Mnhil profits", are also ranpant, All
these misdirected efforts stem from the zbsence of 2 resulstory

framework that will gnide socially-responsible financial

reporting.

Acoording to a nanel of discussants during a manageneat
development course organized by the Pigerian Tnatitute of lionapge-
ment far divectors and chief eyscutives of narivata and nublic
sector orgapisations held in July 1984, '"Corporate bodiez vhiech
have paid serions attention to thair sceizl rasdoncibilitiesz have
done 80 in enlipghterad gelf-interast.! Tha nanel alzo quickly
pointed out that ‘oreanisations vwhieh for avprple huilt hosnitals
and cehools, improved drainame, cleared off nil apills, financed
academio nhairs or eatablighad farme panally derive subztantial

direet and ipdirect hepafits from such ndertalzings.!

In certain countries such as the USA where some companies
inatitute some form of scocial roporting in corporate erxternal
reporting, the reports are often characterised by similar

vagueness and lack of basie aceounting concents., [Fop exanple the
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tieneral Motors Corporation's 1973 Report on progress in areas of
publie coneern contained seetions on automabile safety, nollution
control, energy con:.rvation, research, employee development and
oroduct quality (Estes, 1975). One of the several descriptive
commentaries in the report stated that 'C!t plants salvapge about
120,000 tons a year of cardboard and paper,' The report did not,
however, state the quantity not salvaged or the total quantity
used 5o as to find a basis for comparison, Instead the company
was on the defensive when in reacting to criticisms it said 'The
role of the autoncbile in air pollution is frequently nisunder-
stood. It is not thie sole contrib tor as some ecology buffs
would have you to believe. For too long, the businessman has
been maligned and misinterpreted and mistaken for an exploiter of

society instead of a contributo  to society.'

Due to the varying interpretations of the nature of
husiness social responsibility given by both individuals and
orpanisations, some companies tend to ignore the significant
social impact of their basie day to day operations, believing
that this aspeet is ecconomiec rather than social. If, however it
is to be comprehensive enourh, 'social aceounting must taize into
account all effeets of an orzanisation on society, attempts to
separate the economie and non-economie effects are usually

arbitrary and often futile. (Fstes, 1976).
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3.3 Existing Legal Provisions

An overbearing obstacle hinderins sipnifieant developments
in the area of corporate financial reporting is to be found in
the absence or obacleteness of appropriate legislations and
regulations. In Yizeria, the concept of busgsiness accountability
is used in relation te certain lesally binding requirenments
placad upon huainena antovpricses, These requirements include the
auditing of annual financial reports, the declaration of
financial information and the filing of returns with the
Registrar of Conpanies. The relevant provisions for these
requirements are contained in the Companies Decree 1968 which is
the prineipal law governing the conduct of corporate financial
reporting in the country. There are also some quasi-lepal
requirements relating to finanecial information disclosure such as
those imposed by the ligerian Stock Exchange and the Securities
and Fxchange Commission for companies wishing to have their
shares quoted or retain their publie quotations in the stock
market, In addition there are various recommendations put
forward by the professional bodies such as those contained in the
SAS issued by the HASE and other similar publications. !owever,
e provisions of the coumpanioes Dacran 19562 overides all other
raguairemznts and raconnmendatiens because the latter lack tha

naesazary lessl bacxine for propar onforcament.

The provisions of the Companies Decree 1968 particularly

sections 140-156 dealing with accounts and audit provide the
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legal mandate for corporate financial reporting by detailing out
among others, the nature of f{inancial reports to be prepared and
presented as well as the persons entitled to receive the annual

financial reports and for whom the information was intended.

Sections 141 (1) 2and (2) of the Decree apecifies the
financial reports required, Section 141(1) of the decree stated
that 'The directors of every company shall at a date not later
than 18 months after the incorporation of the company and
subsequently once at least every calendar year, lay before the

company in a general meeting, a profit and loss account ,,.'

Section 141(2) states 'The directors shall cause to be made
out in every calendar year and laid befeore the company in general
meeting, 2 Balance Sheet as at the date to which the Profit and

Loss account ... is made up.'

Schedule B parts I-IV of the deoree provide in detail, list
of itens for inclusion in the profit 2nd loss account and the

Balance Sheet together with their proper interpretations.

Furthermore, section 149{(1) =ztates that 'The Profit and
Loss Account and so far as not incorporated in the Balance sheet
or Profit and loas account, any rmroup accounts laid before the
company in general meeting, =zhall be annexed to the Balance
sheet, and the auditors' report shall be attached theretec. While
section 149(2) said 'Any accounts so annexed shall be approved by

the Board of Directors before the PBalance sheet is signed on
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their behalf.'

Thus bv these provisions, companies are considered to have
mat. their legal obligations regardin;; the disclosure of
accounting information by the presentation of the audited Profit
and loss account and Balance sheet., Sections 150(1) and 151(1)
of the d-2ree provides for perscons entitled to receive the annual
accounts, Section 150{1) stated that 'there shall be attached to
every Balance sheet laid before a company in zeneral meeting a
report by the directors with respect to the state of the
company's affairs, ... Seetion 151(1) went further to specify
persons entitled to receive these annual accounts by stating that
'A oopv of every Talance Sheet, inecluding every document required
by law to be annaxad thereto, which is to be laid before a
compzny In peneral macting, torether vith a copy of the auditors’
report shall, not less than 21 days hefore the meeting be sent to
evary menber of the company (whether he is or iz not so entitled
to receive notices of zen2ral meetinpgs of the company), every
holder of debentures of the conpany (whether he is or is not so
entitled) and all persons, osther thzar members or holders of

dabhentures of the company bYeing nersons zo entitled.

All the above provisions of the decree were essentially
designed to secure corporate accountability in line with the
protection of the interests of shareholders and corporate
ereditors at the expense of other categories of users of

financial statements. 7his situation may be interpreted to nean
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that in Nireria, the notion of business soeial responsibility is
hooked on the classical hypothesisz that the only social responni-
bility of a company is to operate within the laws of the land to
inerease the wealth of its owners. This indeed has been a most
serious obstacle towards adopting a form of general user approach
to finaneial reporting. Most companies are reluctant to disclose
finaneial information further than meeting the requirements of
the Companies Decree 1968, i.e, the presentation of the Incone
Statement and Balance sheet in a manner that is peared towards
sarving primarily the interests of only the shareholders and

creditors.

However there are a host of othar lesal pronulrations and
regulations designed to secure some measure of corporate respon-
siveness to societal values., Amongst them are for exanple the
statutory disclosure by companies on the extent to which they
have ocomplied with the guideliness of the Productivity Prices and
Incomes PBoard (an anti-inflationary measure) and the rather
obsolete Factories Act of 1658 (modelled after the United Ningdom
Factories Act of 1937). This Act which is administered by the
Pederal Ministry of Employment, Labour and Productivity, contains
laws governing workers' safety, health and environmental welfare
as well as the installation, use and maintenance of industrial
machinery so as to avoid hazards and accidents. !ost of the
requirements contained in this Decree have gone out of tune with
modern day realities of industrial and labour related practices.

There is also the added problenm of its effective enforcement
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conaidering the opportunities talien by some industrial establish-
nenta to exnleoit the various loopholes in the decree because of
the ineffective penalties enforced for any violations of its
provisions, This has led to renewed calls for the promulgation
of a conmprechensive Organisational Safety lealth and Environment

Welfare (0SHF) decrea,

Tt is apparent from the foreroing that existing laws are
inadequate for the purpose of securing corporate reaponsiveness
to the desire for a user-decision oriented aporoach to financial
reporting, In particular, the provisions of the Companies Decree
1068 have to be re-examined not only to consider other user
proups for financial aceounting information but also to make it
mandatory for enterprisces to prepare and present other forms of
finaneial statements (such as value added statements and fundsz
flow statements) in addition to the current Income Statements and

Ralance Sheets.

A1 e Co (s

)

It is now quite evident that the single financial objective
of profit maximisation which has been attributed as the sole
criterion for Jjudging corporate peformance is no longer a
universally accepted doctrine. A certain school of thought

advocates that rather than seeking to maximise profits only, a
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firm should seek to optimise profits alongside a plurality of

other objectives.

This modern view of corporate social responsibility
involves extending the accountability of organisations beyond the
traditinal role of providinm a finanecial account, It
incorporates hoth the social and economic dimensions in the sense
that it is a process by whieh the overall social impact of an
organisation's economie actinons is communicated to interest
grouns within soecietvy and to the society at large. Hence there
is the need to expand the sacope of oconventional financial
statements to reflect this modern outlook due to the fact that
these financial reoorts over-enphasize the doninance of
shareholders and to some der ree corporate creditors as the sole

parties for vhom finaneial accounting reports were meant,

3.k.2 Ethical considerations and SAS

The SAS Heo, 2 lists out the components of an annual
financial report as comprising of the TFalance Sheet, Incone
Statement, lNotes on the accounts, Source and Application of Funds
Statement, Value-added statement and the historieal finanecial
sumnary. However due to the explicit provisions of Sections
151(1) and (2) of the Companies Decree -19Af, moat enterprises in
Higeria 1limit their financial information diselosure only to the
satisfaction of the minimum legal recuirements which mandates

companies to present only the Balance sheet and Profit and less
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account. This han been found to be rroasly inadequate for most
user proups of finaneial statenent. Additional reports sueh =
the Value-added statement., Flow of funds statement, amongst
others, as recomnended by SAS No. 2 serve very useful purposes in
highliting and guiding the audience on several aspects of the
orpanisation's activities. llence the standard in pararraph 9
takes the view that 'diselosure which goes beyonpg minimum lepal
requirenents is useful for a more meaninpgful inderstanding of

financial statements.'

Furthermore, the outspoken demands lfor corporations to be
aocially responsive has been supported by several contentions,

significant among which are:

(i)  The compensation argunent
(ii) The stakeholder view

(iii) The socio-econonie information argument

3.4.3.(1)

This view is based on the observation that business
enterprises especially the multinationals have been exploiting
the resources and pecple of lligeria with reckless abandon for a
very long time, They bring to bear several social costs upon

society such as environmental and ecological problems of
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pollution and conpgestion as well as the systemmatic erosion of
indipgenous jobs and skills. They also engane in several
unethical activities such as price policy and exchange control
manipulations, abuse of expatriate quotas, ete. Tt has therefore
been argued that social accounting should aim at highlighting
these anti-sccial agpects of enterprise actions and report on the
alforts, if' any, being wmade to rectify them as well as the manner
in whieh enterprises coupensate society for taese acute incon-

venienceo,

2.0.30ii) The Stakeholder Afgument

Tt is Dased on the assumption that tne prioary objzctive of
air enterprise has shifled from scrving the iantarast of the
fatockholder! i.e., navimising aharahalderst realth, to %he
broader objective of servine a pluratity of interests of all
tatakeholdars', Stakeholders will therefore encompnass all those
within and outside the crganisation whe 3tand to gala or los2 by
its dacicions and acticons. Thiz will undoudtedly cover groups
1ike employees, aoverament ar-neies and custorers anonyst olhors.
lance zocially-oriertsd financial r=aporting should Le po=red
towards nroviding additicnal information for the benefist of all

atalkaholdars,

3.4.3(iii)

Thi=s i3 rcelated to the paesnd view above but with Lbe added

responsibility on the acccuntant o5 an information expert to
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supply the required socio-economic information relevant to a
particular user and f'or a particuiar purpose. This 15 necessary
50 as to avoid or mwinimise a situation of inter-group and intra-
group confliets, Situations apound where for exanple the
interests of management and shareholders confliet with that of
the government, hence enterprises falsiry their accounts and tax
retuns while the auditors out of sheer expedien~y rubber stamp
such reports. Therefore a social responsibility approach to
corporate r'inancial reportings should provide a medium by which
socio-econonic data can be made available to all interested

audience wilhoul any resdgrveliuns,

It is noteworthy also that business social responsibility
is a dynamic concept reflecting the society's ever-changing
perception of what is good and bad about corporate activities.
According to Aziz (1980}, the government also tend to react to
society's demands on corporate organisations in a variety of

ways, the most common being by:

(a) Lazislation, whieh outlaus certain undesirable social
inpact of business such as environnental protection and

industrial safety repgulations.

(b) Taxation, which mervea a compensatory purpose and sometimesn
used as a punitive neasure ar~ainst certain unethical

business behaviour.

Tt is felt that there is the need for government to malze
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more effective use of these and other means in tackling the
numerous socio-econonic problens emanating from business

activities,

3.5 Summary

The isaue of what constitutes socially-responsible finan-
cial reporting is hooked on to the stakeholder notion of business
enterprise., This implies extending the accountability of
corporations beyond the conventional task of providing the
statutory financial reprots. However, any effort to progress
along this line is likely to be hampered by the nature of the
country's governing lepgislations on finaneial reporting which
tend to support restrictive financial diseclosures in favour of
shareholders and corporate creditors. There is however a
rmeneral feeling that najor segments of society having an interest
in financial reports have important roles to play in this regard.
In particular, greater societal awareness and pressure fron
special interest mroups backed by appropriate rovernmnental

lerislations will do a lot of rood.
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Chapter 1

The accounting funcetion of corporate finaneial reporting
has suvffered from the lack of elearly specified objectives with
the resulting conflicting views over reporting alternatives.
Prominent among the fundamental objectives of financial reports
are the stewardship objective and the usefulness or relevance
objeetive. The fornmer advocates that {inancial statements should
report on the stewardship of corporate resources, while the
latter states that the financial reports should provide
accounting information useful to investors and other interested
parties. Due to the faet that corporate activities have both
enonomic and social impact on the society, it is important to
interrate the two objeectives into a doninant objeetive that

reflects the socio~ecconomie nature of corporate activities.

The dominant objective upon whieh the objectives of
financial reporting vere established wazs the usefulness of the
system's information output to users' requirements. The steward-
ship eoncept can then be conceived in terns of the unefulnecs

objeetive to mean that enterprises have a stewvardship responsibi-
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lity to report financial accountins i~foramtion that is relevant

to the needs of all users.

The remainder of this chapter is organized into five other
seotions. Section two spells out the standards adopted for
corporate financial reporting., The third section evaluates a
sample of financial statements based on the selected standards in
section two while the implications resulting from the evaluation
are discussed in section four. The fifth section takes up the
role of the professional accountant in taking up the challenge
for social responsibility reporting. Finally section six

summarizes the major issues discussed in the chapter.

It is important from the onset to pose certain questions
that will guide the selection of suitable ecriteria for financial
reporting based on the general user approach, It iz therefore
felt that the eriteria to be established should be directed at
providing solutions to the following four questions concerning

financial statements:

(1) What information should be disclosed?
(ii) For whom is the information to be disclosed?
(iii) How should the information be disclosed?

(iv) How much information should be disclosed?
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Four primary criteria for evaluvating financial reports can
therefore be established, each in linc uith one of the preceding
questions. Financial reports that fail to coumply with all the
following four c¢riteria should be considered unacceptable.
Related to each of the primary criteria, there could be
established a secondary criterion whose compliance should be
viewed as very desirable but not nandatory. These criteria are

enurmerated as follows:

h.2.1 Relevance

This answers the first question by advocating that the
information to be diselosed should be relevant or useful to the
needs of users. Thus information that is immaterial should be
excluded and only relevant or material data should be reperted.
The secondary criterion to this is timeliness since in nost cases
the usefulness of financial data may be lost if it is not

provided at the appropriate tinme,

4.2.2 Heutrality

Thia second eriterion is d_r~eebca at gho tha aullence for
financial accountiag inflormation are, Tt iz in recognition of
the fact that several particc have a rcasonable right to the
accounting information that should be provided in published
financial reporta. Riased and distorted reporting in favour of

certain elass of uacrz %o the Ju*rincat of others is certain to
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be misleading and generate odd responses from users. Thus
financial reports should be as fair as possible to all concerned
in order for the information they provide to be reliable. The
secondary ceriterion in this case is verifiability of the
infermation. To be verifiable, the finaneial reports should as a
matter of poliecy be independently attested by an external auditor
30 that the ideals of fairness and reliability could be

established.

4.2.,3 Understandability

The manner of presentation of financial statements should
be guided by the primary criterion of understandability. This is
because the financial statements will be valueless if they cannot
be understood by their users, The format should neither be so
complex nor obscure, To forster understandability, the secondary
eriteria of comparability and conaistency need to be observed,
Finaneizl werorts sheuld be comparable as regards format,
underlying concepts and procedures. Also consistency in the

application of accounting nolicies is quite desirable.

4.2.4  Completeness

The last criterior explains the magnitude of accounting
data to be disclosed in finanecial statementa. Adeguate and
complete information should be provided in order to avoid any

omicsiones and consequent misrepresentation. Howevar it is vital
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not to averleck the sacondary eriterion of concicior or
in®armation optinication. Onptimisation a7 information will
gna»e golectivity and the omizsisn of trivial and excesclve

details in order to aveid information coverload,

A sample of financial statements from ten companies engaged
in different lines of operation was drawn. This sample is
considornd adequate for the purpose of evaluation since in
virtually all cases, accounting reports are prepared by adopting
identical concepts and conventions. The ensuing evaluation of
the sampled financial reports is based on the four criteria

enumerated in the preceding section.
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Table h.3 DNata outlay

Harufac~ Tradine, saryion

Turdiyy
Group Group Group Total
Maber of campanies in the sample Y 3 3 10
Haber of quoted camanies 2 2 2 6
Content, of finanaial statements:
(i) Statemnt of accounting polieies 4 3 3 10
(1i) Balance sheet 4 3 3 10
(ii1) Profit and loss acommt Y 2 3 10
(iv) lotes on the accomt I 3 3 10
(v) Statemant of source and applica
: tion of funds 3 3 3 9
(vi) Value-Added statements -2 2 2 6
(vii) Five year historicai {inancial
SRy 1 2 2 5
(viii)Other corporate information 2 matis~ 2 matis- 3 satis~

factory fhctory factory
1 partial 1 partial

1 nothing
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The relevance of anything is a funaetion of its utility or
usefulness for a particular purpose or purposes. The financial
ntatements provided especially the Balance OSheet and Profit and
loss aacount together with the accompanying notes are drawn up
taking into focus the stewardship raesponsipility of enterprise
managers, to the shareholders and other providers of capital,
The financial reports provide accounting data relevant to the
needs of mainly the sharcholders as well as corporate creditors.
This is done invariably at the expense of other classes of users
of finanecial reports such as employees, custoners and the
commmity. The timing aspect of the statements examined could be
considered satisfactory in that they were all exanmined by the

Directors, avdited and reported upon within periocds not exceeding

thrae montha,

The profit and loss account and DRalance Sheet are drawn up
to determine the liquidity, profitability and viability of the
reporting entity. This, of course is the main interest of
investors and creditors in the activities of the enterprisec.
Hence there is a bias in financial reporting in favour of these
groups to the neglect of other less prominent groupsa of users
like employees, povernment agencies and customerzs., It has

hovever been observed that one element of the finaneial state-
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ments - namely the value added statement stands out prominently
as an effort at establishing neutrality among the major users of
accounting statements., It reveals how the wealth ereatced Ly the
company is shared among employees, providers of funds, government
amongst others. Verifiability of the information is established
by the fact that all the statements examined were statutorily

audited by public auditors,

%.3.3 DUnderstandab‘lity of Published financial reports

Tt has been ahserved that a high level of education is
required for a meaningful understanding of the contents of
financial statements due to their sophistication. Unfortunately,
not many users of these statements posaess the required knowledge
and skill to fully comprehend them, This situation is further
compounded by the fact that the methods underlying the prepara-
tion of these statements vary greatly, i.e. dependins on the
accounting bases and policies adopted by individual companies and
whether there is some consistency in their application or not.
Purthermore, the data contained in financial statements is too
condensed and the accompying notes are largely too technical for
the majority of users who are not so skilled to understand. The
only probable exceptions appear to be the VAS as well as the
reneral corporate information provided by most enterprises.
These are devoid of most of the problems highlited above and are
therefore most likely to be understcod and appreciated by the

less previledged users,
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R | etene

Two vital inpredients for determining the completeness of
accounting statements inelude the number and types of statements
provided as well as the extent of information disclosure in those
statements. CGeoing by the recommendation of the NASE contained in
its SAS YNo, 2 as rerards the seven components of published
accounting reports, it was observed that companies differ on the
extent to whiceh they provide the required statements. The
comprehensiveness of the reports also vary greatly. UYherecas some
do provide all the recomended reports and make significant
disclosures of relevant data, several others not only restriot
their disclosures to the statutory minimum, but also condense the
data in such statements so much to the extent of redering their

relevance and understanding quite negligible,

4.4 FPindings and Implications

The foregoinz analysis has hipghlited some of the strengths
and inadequacies of current trends in financial reporting
practices, A significant milestone has now been attained due teo
the fact that a majority of enterprises in lligeria now go beyons
the statutory requirement: in the types of accounting reports
they provide in their annunl reports. Illowever, the performance
of finmancial reports when viewed in relation to the four

eriteria earlier enume 1ted in this chapnter, is quite unsatisfac~
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tory.

This is beeause all along the fundamental objective has
been to discharge the function of stewardship -~ based on the
premise that only the providers of funds have a stake in the
continued existence of the corporate entity and therefore
finaneial reportinm should he carried out with the objective of
serving their needs, Therefore if the stakeholder concept of
business enterprise is to he meaningful, further improvements in
finanecial reporting are inevitable so that the interests of other
users of accountinm reports could be more adequately taken care
of, thereby enabling the statements to meet up to the established

ceriteria.

Seyeral recommendations have been made over the past years
for an expansion of the present financial reporting provisions
mostly by professional accountaney bodies. One of these is
contained in the 'Corporate Report' of the U,K.-based ASEC which
advocates the publication by companies of additional reports such
as value-added statements, employment report as well as
statements of noney exchanges with the zovernment, transactions
in foreign currency, corporate objectives and future prospects.
™o of these reports, namely the 1 lue-added statement and
statament af ennnarate nhiantivae (- hinh aan asomplement the
corporate information presently provided by some companies) have
been observed to be suitable for the expansion of financial

renortinzg oractices by firms in Higeria basically due to the
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following two reasons:

(1)

(ii)

o
LS

""oat enterprises do at present provide a value-added
statement (VAS) in their final accounts packgage and
therefore only certain modiciations need to be made in

order to adopt some measure of itandardization.

The information required to produce a VAS is readily
available and it can be de::pned in such a way that most of
the data to be found in c-er statements such as foreipgn
currency transactions and money exchanges with the
government can be made readily available in the VAS,
Similariy, the current practice by some conmpanies in
providing a seccion on other corporate inflormacion in the
annual finaneial reports (where information on the
background and nature of business undertaking among others
are provided) could easily be expanded and modified to
contain more vital information on corporate objectives and

future prospects.

The Value Added Statement

The potentials of the VAS as a medium for soeial r2snonsi-

bility disclosures are evidently unmatched by any of the other

traditional financial reports. Several other researchers such as

Lee Seidler have rocornized these qualities and have desipgned

social reporting modelis incorporatine the VAS, Tt nrovides an

avenue for incorporating the activities of the soeially
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responsive firm into the eonventional reporting framework, This
will be a simnificant achievemaent in wvieu of the fact Lhat nost
companies now disclose information partaining to their inter-
actions with the society either in the annual report of the
Chairman or in preas releases and bulletins, Such a practice is
conaidered improper since it merely portrays a descriptive
commentary of events devoid of fundamental aceounting precepts
such as verifiability, materiality and consistency, However, the
VYAS will be more meani ~<ful if the following recommendations are

adopted:

B.4.201) The recommendation of the HASR requiring companles to

publish = YAS ar part of the total pacliace of annual financial
reporis should ba giver a statuetory backing. This ia to aheek
the tendency wherebr several convaniss fail to publishk this
statement in their annual reports due Lo the fact that it iz not

in the catemorr prescribed by the Companies Decrce of 1953,

W,4.2(11) An accounting standard snovid be issued which will
prescribe the format and method of preparation of tne Vi3, But
this <hould a&lloyw 2 measure of flexibility o wszet varyineg -ceds
of differcent typ2s of business (e.5. baaks and insurance
comranies for whieh there are special disclosure requircuents).
Such upiformity when adopted will malie possinle the audit of the

WAL together yith other reports in the final acecounts package.

In line with the above recommendation for a prescribed
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format and having observed the absolute lack of uniformity
different companies, a proposed format for VAS is provided below.
Thias is arrived at after a careful study of the VAS contained in
the sampled financial statements. The VAS's of three companies
from the sample investigated are shown as Figures 4A, 4B and IC
below, while the proposed format is given as Figure 4D so as to

allow for comparison.

Note:

Tn Table 4D The contributions made to the society were

catepgorized into two -~

(i) S = i : These have an indirect
bearing on sales and hence profitability e.s. product or
service contributions involving the improvement in the
quality and safety of product or service provided and human
resoruces stewardship which may involve enhancing the

quality or skill of personnel as well as job satisfaction.

(ii) So r - this is to enable the conpany
report its endeavours in comnunity involvenent aetivities,
compensation to the community for environmental incon-

veniences amonrst several others.

The proposed format is certainly nore conprenensive than
any of the several other formats being used by enterprises in
Higeria, It is designed in such a way that it extends the scope

of the conventional financial reporting franework by allowing a
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Table 4.4.2(A) VAS for a Manufacturing Company

- - - - — - T

Prime cost (raw materials input): %
To Nigerian farmers for tabacco leaf 1h.0
To Nigerian suppliers for goods and services 16.3

To overseas suppliers for goods and services 5.2 35.8

Value-Added (wealth ereated by the eompany):
To employees' salaries, wages and allowancez 15.8
To rmovernnent - Company income tax 10.1

- excise on cigarette

nanufacture 23
To shareholders - dividends payable 7.2
To provide for replacement of assets aad
growth 7.9 64,1
T

Source: Ilimerian Tobacco Conpany Ltd.

1986 Annual Report and %iccounts (p.6)
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Table M.1.2.{N) VAS for a Tradinm Company

—————— T o o T . o o 2

Our Group sales of productc and services were

e deduct outside purchase of noods and services

To obtain what we earned

These earnings were used as follows:
Emplovees
Waces, salaries, welfare, company's
share of pension schemes and other

personnel-related costs

Tax
Levied by the government on company's
profit for the year

Tnterest

On borrowings made by the conpany

Dividends
Distributed to shareholders

Invastments
To prepare f'or the future and Lo lLacrease
our production and manapement efficiency.
'e replaced worn-out machinery and
purchased new equipment and alleeated funds

to the launching of new projeetea.

- - ] T S W0

Source: SCOA Mireria Ltd. 1984 arnual renort

(p.11),
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Per ¥ Total HI!

50k 30.5
10k 6.3
9k BB
8k |

23k 1.0

100 1.8
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Table 4.4.2(C) VAS for a service sector company

_..-..--—no.-—--.-------—.-—..-.—-———_.—--—....-———-—————----—-——— -

H'000 ¥'000 b4

(‘ross earnings 560,172 100.0
Tnterest paid {236,924) 41.6
Rought in materials and services (63,984) 332.248 58.14
Pad and doubtful debts (57,793) (121,777) (10.2)
VALUE ADDED 210,471 37.0
Applied in the followins way:
To pay enployees
Salaries, wages & fringe benefits 91,930 16.2
To pay providers of capital:
Dividents to shareholders 16,339 2.8
To nay rovernment:
NDiroot taxation 32,238 5.7
nontribution to national economic
recovery levy - -
To provide for maintenance of assets
and expansion of business:

Danreciation 12,650 2,2

Retained Profit 27,314 fn, 0RY 1051

210,471 37.0

======= =====S

——— ———

Source: WUnited Bank for Africa Ltd.

1987 annual report and accounts, p28.
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Table 4.4.2(D) Proposed Format for Value-Added Statement

. —— — - -y

Turnover (or Gross earnings): ¥ H 7
Fxport Sales/earninga X
Loecal Sales/earnings X X X
Add other incones X X

Less bought in materials and services:

Imported X X
Leeal X X X
VALUE=-ADDED A XX

Applied irn the followines way:-
To pay employees:

Expatriate staff salaries

Mirerian staff salaries and wages X

v

Staff welfare and frince benefits s X X
To pay nroviders' of funds:

Dividends repatriable in foreipgn exachanpe X

Dividends to Nigerians X

Interest on debentures and other loans X ¥ X
To pay the government:

Direct tavation (Corporate income tax) X

Indirect taxation (Execise duties, ete.) ¥

Other levies X X X
¥To the soeciety:

i Socio-econonic X

ii Social responsibility ¥ ¥ X
To provide for maintenance of assets and
future expansion and prouth of business:

NDenreciztion 4

Deferred taxation X

Zatained eavnings K1 X

v XX

—— o —— e e e -

Source: Adapted from Odiocngenyi, 0.T. 'llow to make cesial respon-
aibility aeccounting ip Nirerla more funebional unpu-
blished seminar paper (1987)
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company to incorporate information partaining to its interaction
with the soeciety, The user of the VAS can also be able to know a
company's utilisation of foreipmn exchanpge fron inmports as well as
its peneration of same from exports. The format also shows that
both depreciation, deferred taxation and retained earnings are
available for maintenance of existing assets as well as for new
investments, The VAS can also serve as a database for regulatory
agencies to monitor foreign exchange repatriations from dividenda
and the emoluments of expatriate technical or management staff.
The format is ecertainly more inclined to the 'stakeholder' as
cppozsed to the 'stockholder' orientation of the conventional

accounting statements.

1.4.3 Statement of Corporate objectives and future
proapects

This statement is basically intended to cover three major

areas:

4.4,.3(i) Gene r e

This section should provide information dealing with:

(1) the background and nature of business undertakings

(1i) orpganisational structure and hierachy as well as the
functional strueture

(1iii) Holdins, subsidiary or associated companies (if any) and

the extent of econtrol.
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(iv) Board of Directors and general manamement.
(v) Dther supnorting or:;unisstiona lile bankere, auditoras,

solicitors, ete.

h.4.,3(11) Corporate Objectives

This might inelude:

(i) Coneise statement of the general philosophy or poliey of
tne company.

(ii) Prineipal and/or other objeetives or aims. For instance,
the principal objective may be the optinisation (or
maximisation) of shareholders' funds (or profits), while
the supporting objeetives may inelude the enhancement of
the quality of its produets {throurh research} and the
s5ikiil of its persuvnnel {(inrough trainang) or even the
icprovement of the living standards of its inmediate

community.

h.4.3(ii1)

Since Lne fuibure vannoit be predicted with much certainty,
it is desirable that only the expectations of the feollowin; year
should be reported particularly in areas like profitability
level, investment and employment levels. This should however be
supported by a statement of' the principal assumptions upon whiech
the expectations were based, Consequently report of the next
year =should explain the important deviations between the

precedinm year's projections and the actual results and then the
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projections and asgumptions should be updated whenever necessary.

The professional acecountant's role can be yicwed from two
perspectivea: first in his capacity as a publle auditor and
then, in relation to his professional calling, i.e. hlc position
in relation to the professional bodies lilize ICA! and NIASE to

whieh he belonrss.

h.5.1 Role as an auditor

In the first situation - as an auditor - the accountant's
role has not deen encourasing, This may be because Lhe powers
and duties he exercises are governed by the statutory provisions
of the Companies Decree 1963. The auditor Lherefore finds a
ready scapegoat by emphasising that he has iittle or no room for
using initiatives and exercising discretionary powers. The
Companies Decree makes it mandatory for all companies to publish
their accounts annually. This provision seems to be complied
with by the mere audit of the conventional profit and losas
account and balance sheet. Just as 1t is not binding on a
Company to publish other accounting statements lilie the Vi, so
is it not mandatory for the auditor to audit such statements.
However nothing stops the auditor from extending the scope of his

andit to cover such areas, but rather the trend so far is that
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auditors tend to exploit the situation to suit their convenience.
They simply overlool: the audit of othar stotenents apart fron the
profit and loss account and balance sheet whiech are the only two
usually mentioned in the final audit report. To further compound
the situation, most audit firms also insert a form of alibi in
the value-added statement part of the financial reports that says
'these schedules do not form part of the statutory financial
statements.' This explains the differences in the way comparnies

present their value-added statements in the annual repo»ts as

revealed in some of thoas presented in this chapter.

The lack of concern shown by auditors for social
responsibility reporting is further proved by tie fact that they
have often insisted that financial statements should be devoid of
social responsibility disclosures, thus disregardintp the fact
that corporate activities have both economic as well as social
impact. 7Tn the opinion of most professional accountancy firns
separate media should be deaigned for conmnmunicatinz social
reaponsibility information instead of incorporating it into the
conventional finaneial reporting media, This sentiment came out
clearly in a report entitled 'Objectivea of financial statements
for businesas enterprises' published by Arthur Andersen and

Company, an internatiocnal firm of professional accountants, The
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report said that "the information necessary for proper ethical
enforcement and accountability to these broader social pgoals (of
corporations) should not he intengrated with the information
needed for economice decisions. Aceountability in these other
areas should be established by separate reports designed
especially for these social responsibilities". Apparently, this
view will not augur well for the development of social responsi-
bility reporting because the manner in which financial reports
will be presented will make it impossible for users to appreciate
the interdependence of econonie and soecial objectives in

achievinr the long term ~oals of an or~anisation.

The professional accountant has however been relatively
stronger in the theoretical or intellectual sense. Accountancy
bodies the world over have been conducting a lot of research and
several opinionz and preonouncements are coming up by way of
Accountinrs Standards, Desearch Pulletins and so on as to how
financial reporting could be improved. Dnterprises have
continued to show some reluctance in implementing the
reconmendations in acecountins standards mainly because they do

not have any statutorv backins.

Finally an interesting revelation from the financial
reports examined is that that bigprer companies tend to provide
more comprehensive financial statements and slse make more
extensive dislosures than their smaller counterparts. The

logical explanation for this is that they have aore competent
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accounting personnel than the smaller companies whose accountants
are mainly those without mueh formal training apart {rom the
usual on-the-job kind of training. The foriier being better
trained than the latter are likely to be more broad minded in

accepting changes and adapting to new challenges.

4.6 Summary

The chapter has, by evzluatins a samnl2 of financial
statements, hishlirhted some of the outstandinz charaacteristies
of the present day {inmneial rewnorting svzsten, It was
established that the major standarde for judnminyg the quzlities of
any financi2l reportine zvatam are relevonoe to user
requirements, neutrelity 3in the face cof diverse interests,
understandability by the 2udience and ecomnpleteneps in content.
Pinaneia! reporting 2o presently conducted iz less than
satisfaci>ry in the context of tkese standards. The value-added
statement could provide the starting point for companies to make
far-reaching disclosures of accounting information relevant to
and understandable by a larse eross-section of users. However,
professional accountants need to be less conservative especially

in the discharge of their audit funetions.

101



Chapter 5

This chapter analyses the responses received through the
questionnaire administered. The analysis was made by using
simple percentages, Tt is worth noting however that the findings
resulting from the analysis were based on the interpretation of
both the questionnaire responses as well as the oral interviews

which were conducted to complement the questionnaire,

The analysis covered four sections of the chapter (5.2 to
5.5) organized according to the seetions into which the question-
naire was divided, 7Tt is pertinent to remember also that each
section of the questionnaire was tailored towards finding answers
to the four researech questions which constitute the major aims of
this research. 3Section 5.6 sets out how the results of the
analysis can be applied in explaining the research questions.
Finally the seventh section summarizes the major issues treated

in the chapter,
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5.2 'The nature of social responsibility

i or i i

Two important facts were established from the review of
literature: First that the objective of profit maximisation
being the sole objective of a business corporation is no longer a
unanimously acepeted view. Second, that corporate activities
tend to have both economic and social impact on the society.
These are the central issues examined in Section A of the
questionnaire, In response to the first question on the funda-
mental objective of the modern day business corporation, the

fellowing was the outcome:

Table 5.2(a) The fundamental objective of a business corpora-
tion

o o o

a 18 36
b 23 h6
c 9 18
d ” -

50 1004

e o o o o o o o o

Key: a = maximisation of profit or shareholders funds
b = optimisation of profit levels vis-a-vis other
objectives
¢ = enhancing the well being of its immediate community
d = others specify.
Source: Questionnaire responses
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The resulta enumerated above further strenpgthen the fact
that the objeetive of profit maximisation is no longer unanimous-
ly accepted as the sole criterion for a firm's existence, ALl
the respondents were of the opinion that the presence of a
company in a given loecality or community will surely 'iave an
impact on that community. In addition majority of tham (847 or
42) believe that the nature of such an impact will incorporate

both economic and cocial dimesions.

Nf fundamental importance is the question of wnat the
ultimate aim of preparing financial statemant is, This will shed
light on the pattern it will likely fellow. Responses to that

question revealed the following result:

Table 5.2(b) The ultimate aim of financial statements

Mamber of responses received

a 27 5
b 22 43
c 2 4
d = -
51 100%
Key: a = Providing information to shareholdera on how resour-

ces have been utilised to achieve desired results.

b = Providing information to shareholders and other
interested parties on the company's performance
finaneially.

¢ = Providing information to shareholders and other
interested parties on the company's performance both
financially and socially.

d = Others specify.

Source: Ouestinnaire Responses
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This clearly shows that respondents were of the view that
corporate finaneial reports are not prepared yith the ainm of
providing information on the social aspects of enterprise
activities, Rather, the sole aim is to provide information
partaining to the company's financial performance (in the area of
profitability and liquidity for instance) during the period.
However respondents differ on whether this information is
directed at shareholders only or it covers other interested
parties like the government, employeses, cte., The majority
however (53% or 27) opined that the financial statements are

reared towards the interest of shareholders.

It has been extensively discussed in the literature that
there are several interest groups (apart from the providers of
capital) who require accounting information, and that it is
important to consider this faet in the manner of presenting
financial statements. The questionnaire responses also justify
this fact because over 90% of resnondents answered in the
affirmative when asked whether they subscribed to that view or
not. This is further strengthened by the fact that all
respondents made multiple choice in selecting the users of
finanaicl reports that should be sc considered., The result

obtained was as follows:
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Table 5.3 Uaers of financial statements

Number of respondents

JpEsp—————r T TSl

- ————

a 50 100
h 42 a4
c 46 92
d 35 70
e 41 82
f il 88
r 43 86
h - -
Tey: = sharcholders/investors

ecreditors/suppliers

annloyeea

researchers/specialised institutions
rovernment arencies

cuatomers

the community

othars, specify

TR "I AN COD

monoun N

Smess; Ouestinnnaire responses,

The final enquiry in this section was aimed at determining
the various uses to which financial accounting information could
be channeled. The result as expected shows that different users
have different purpose for wvhich they require the information
contained in financial statements. For instance it was shown
that shareholders require accounting information that will enable
them determine enterprise liquidity profitability and viahility.
fovernmental agencies on the other hand are mainly interested in
assessment and immosition of taxes in nddition to monitoring and
rerulating business activities. The community will like to 'tnow

the contributions made by the company touards the Anyelopment and
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well being of the society while the customer and employee may be
intereasted in assessing from the inancial report, the ahility or
readiness of the enterprise to continue producing roods and

services.

Accountling standards and other expert publications have
recomaended the publiication of otner reports in the annual
financial statements (apart from the traditional income statenent
and balance sheet wiich are enforced by the companies decree).
Fxamples of these reports include funds {low statements, value-
added statements, five-year historical financ¢ial summary, state-
nent of corporate objectives and future prospects, ete, Respon-
dents 1ere also of' the view tnat most if not all of these atate-
ments should be included hy ecomnaniez in their annual financial
reports. This dis shown by the faef that all respondents mnade
multiple selections from the variety of financial reports given.
‘’hen the respondents were askad to rank these reports in order of
preference an interesting revelacion emerpes. The ranking
gepends entirely on the user group. Thus, while shareholders
reveal their preference for the profit and loss account, other
users such as employees and customers place priority on such
reports as value-added statewments, corporate objectives and

future prospects, ete.
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I key issue in this scction is the need to determine
whether or not finaneial statlements ecan serve meaningful purpose
in terms of their relevance to user requirements. In responding
to the question on whether financial reports as presently
composed can serve the desired purpose(s) meaningfully, 43 (or
B4%) of them said 'no'. The respondents were then further asked
what the likely defects in the financial reporting system are,

The following result was obtained':

Table 5.4 The defects of the financial reporting system

Humber of responaents b4
a 13 25
b 15 31
9 37 73
a Ha 86
o 2 y
noirs a = They appear too condensed and technigal

b=The variety of reports published is insufficient.
¢ = Their information contents are biased in favour of
certain proups of users

d = The scope is too narrou and cannot therefore accom-
modate all that the company accds to disclesz
e = Others, specify.

Source: 0Nuestionnaire responses

——— T ——— - -
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Thus there are sevaeral dafeets in the system whieh need to
be examined with a view to ractifying then, Ifajor anong these
are the need to ensure neutrality and the incorporation of other

matters not covered by the preaent accounting statements.

5.5 Supgpested Tmprovement in fipancial reportinz

One of the connerstones upon which the concept of corporate
social responsibility was built is the notion of a =zocial
contract whiceh binds the corporation with the soeiety. This is
based on the thinking that companies owe the society a social
responsibiliby to contripute towards its upliftment and aet to
the satisraction o: members of the scciety, The society's
obligation is to ensure that a eonducive enviranment axists for
the proper functionineg of the husinese entitv, n line with this
reasoning, respondents were asked whether the faet that aeveral
interest grouns reguire finpancial statements inmposes any
obligations or responaibilitv on the manner a comnany nreaents
siuch statements. 16 resnondents (007) answered 'ves' tn this
question, They were then asked wvhat tho rature of nunh rosponsi-

bilities are likelyr fto be and the followinn vas tha result:
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Table 5.5(a) A ecompany's reaponaibility to the usera of finan-

nial statementa

—— - — - ——

Number of respondents %
a - -
b 12 2h
o 34 74
d - e
Tey: A = Casual responsibility whieh does not aecessarily

entail recognizing their information requirements in
financial reports.

h = Moral obligation to provide accounting information
which all vaers of finaneisl rreports vwill arnore-
ciate,

¢ = Fvolving new system(s) of financial reporting that
will not be too inclined tawards one or few groups
of users.

? = Others specify.

Source: ONuestionnaire reponses,

The result shows that there is the need to direct effort
towards a more comprehensive financial reporting system that will
ensure neutrality (or freedom from bias) amonpg various user
rroups. This will portray a better inage of the company as beins

able to discharge its 'social contrzet' to the =ociety.

Before requirins respondents to supggest any improvements to
finaneial reportine, thev wera firet acked whather theyr think
such changes or irprovementz are necessary at all. 87% or 44

ansuered 'yees', while the remaining think sueh changes are not
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necessary. But even the latter group went further to say that
their response does not imply that financial statements are
devoid of any serious lapses. For the majority who think such
improvements are desirable, the next inquiry requires them to
suggest the likely changes or improvements that are needed. The

following result was obtained:

Table 5.5(b) Sugpested chanpes in financial reporting

Yumber of respondentn

a 10 23
b 1 2
o 28 61
d 5 11
e - -

4y 1004

Introducing additional reports to cover other areas
of corporate endeavours.

;TD‘
-

w

"

b = Preparing separate financial reports for specific
group of users.

¢ = Expanding the scope of available [financiazl state-
ments to cover all the areas a conmpany may wish to

report on.

d = Simplifyine the finaneial reports as far as
possible.

e = Others, specify.

Sourece: Ouestionnaire responses,
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Thus respondents were mostly of the opinion that the scope
covered by financial reports is at present too narrow and cannot
accommodate all the areas a company may wish to report on. flence
the need to widen the acope, or in other words there is need for
a shift of emphasis towards a user-oriented approach to financial

reporting.

The research guestions outlined in chapter one of this
urite-up are designed to direct the focus of the research thereby

serving as the major aims of the research, These are restated as

follows:

(i) What 4is social respoisibility in the context of corporate

finanecial reporting?

(ii) Who are the ta: et audience (or user groups for financial
accounting information and what are their respective

information requirements?

(1ii) To what extent have current financial statements served

their purposes adequately?

{iv) What are the improvements required to make financial state-
ments more neaningful and relevant to a freater category of

the audience?

The responses received through th2 questionnaire as well as
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the data gathered by means of oral interviews have to a large
axtent provided ansuers to these queations. These are outlined

as follows:

5.6(1) The case for soecial responsibility in corporate
financial reporting is built on the contentions that the business
corporation has multiple objectives which it secks to attain and
secondly, its activities have both economic and social impacts on
the society within which it operates. IHence a socially desirable
financial reporting should aim at proviading accounting
information toc sharenolders and other interested groupe on  the
company's overall performance i.e, both finaneially and socially.
This is quite distinct from the status quo where the focus is on
the information needs of shareholders only as revealed by the

responses analysed.

5.,6(ii) It is an irony to accepet the fact that there are
several interest groups who require financial reports and yet
fail to reflect this in the financial statements. The data
gathered has shown that users of accounting information inelude
amons,  others shareholders/investors, creditors, employees,
povernment agencies, customers, the community, researchers, etc.
Their information reguirements differ according to the use they
make of the information, Por instance while sharcholders require
finaneial reports so as to determine enterprise liquidity,
profitability and viability, the community nay like to know the

contributions made by the enterprise towards the development and
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well-heins of the society.

5.6{(iii) Several factors could determine the ability of
financial reports to serve the needs of users adequately.
Principal amons there arc the tvpes of finaneial statements and
the manner of preseutation. Responses received have shown that
it 4is improper to restriet annual financial reporting to merely
the statutory balance sheet and income statements. This is
because certain category of users may not be able to rind the
information they desire in these statements, This explains why
respondents unanimously believe that financial statements (as

presently composed) cannot adequately serve their purposes.

5.6(iv) Havine aecknowledzed the fact that certain
shortecominens exist in the financial r Jorting system, 1t hecomes
imperative to consider the likely rem lies. Sugegested remedies
differ, ranging from expanding the scope of available finanaial
statements to the introduction o™ aditional reports, But the
bottem 1line remains the same - the desire to ensure that the
standards established for corporate financial reporting namely
relevance, neutrality, understandability and completeness are
upheld. tthen  these  eriteria are pronerlvy enshrined and
implemented in the financial reporting function, financial state-
ments are likely to command the attention of a much larpger

audience.
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©.7 0 Summary

The chapter has provided empirical proof to most of the
underlying assumptions of the concept of aocial responsibility in
corzerate financinl repertine. Noth wirivten (quectionnaire) and
orz) (interviecwa) data were nsed in the analysis and this has
explained the pherornena belidnd the researeh questions that wvere

earlier posed.
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Chapter 6

6.0 SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
6.1 Research Summary

The purpose of the research was to examine the relevance
and feaslibility of adopting a 'general user' approach to the
aceounting function of corporate financial reporting. Being a
soclal responsibility concept, the related literature discussed
the underlying assumptions of the theory of business social
regponsibility with particular emphasis on corporate financial
repcerting. The socilial respongibility of business has been a
different thing at different points in time. It was first
conceived as being synonymous with 'making as much money as
possible for its stockholders'., It later developed to a ztage
where ‘equity' became the wateh word, l.e. a business corporation
should attempt to maintain an equitable balance between its
primary objective of profit maximisation and several other
subsidiary cobjectives. Currently, business social responsibility
is built on the contention that a company has no sinpgle dominant
objective but a plurallty of objectives which it seeks to
optimise rather ‘han maximise, Related te¢ this is the all
impertant notinn of a social contract binding the company with

the larger gsoclety. A company embarks upon certain socially=-
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desirable tasks in antiocipation of some reward or benefit from
the society or viee versa, That is why a company is deemed to be
responsible to all stakeholders rather than to merely 1its

shareholders.

The research approach was essentially evaluative and thus
the proaedure incorporates both primary (i.e. queationnaire
responses) and secondary (i.e. annual finaneizl reports) sources
of data. The sample financial statements were evaluated on the
basis of four enumerated standards and the resulta have revealed
that there is the need and opportunity for extending the.
boundaries of finanecial statements so as to cover other aspects
of corporate activities that are not adequately treated in
existing financial statements. For inastance the VAS could be
modified to provide more relevant information to a wide range of
uzers, Similarly a statement of corporate objectives and future
proapactsa could be easily ¢reated from the existing sectieon on
general corporate information found in most annual reperts of
companies, There is however a general feeling that the country's
legislations governing the conduct of corporate financial
reporting have to a large extent alided and abated restrictive
practices in financial reporting disclosures by recognizing the
righta of mainly the shareholders to the information <ontained in

financial statements.

The primary data gathered from questionuaire reaponses and

oral interviews has gone a long way in exrnlaining the research

.
-
-
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questions earlier posed. This has provided empirical evidence to
the eritical assumptions of the concept of social responsibility

in ecorporate finanecial reporting.

7.2 Conclusions

Most research in the fileld of social responsibility
accounting has focussed on the introduction of social reports,
socinl audit and th underlying neasurenent problems of social
costs and benefits. This may be quite appropriate for the
advanced countries where research in this field is at an advanced
stage. This research has however considered the peculiarities of
a soclety like ours where developments in the field of corporate
financiesl reporting have been quite slow and segments of the
society that eonstitute the users of accountins reports (suech as
employees, custoners and governmental bodies) are yet to assume
their rights and responsibilities wvigorously. It has thus
advocated for the application of the theory of social reaponsibi-
lity accounting as a basis for corporate financial reporting by
modifying it to nean that a company should consider and reflect
the intarests of all 'stakeholders' in its annual financial

reports,

The rasearch has contributed its quota to knowledgze in this
field in the following respects:
(1) It has given practical meaning to the concept of social

responaibility in the context of financial reporting - the
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kind of meaning that is easily understood and appreciated.

(1i) The research findin;s will generate a desire for extending
the scope of the conventional financial reporting framework
so that more information could be generated which will be
relevant to other users, This will not stop just at that
because the research findings could easily be practica-

lised.

(111) 7t will stimulate awareness amongst the users of financial
reports and the corporate organisations as well, Users
will be made more aware of their rights to accounting
information as well as the nature and significance of the
information provided, The companies on the other hand will
be more conscious of the social role which the society

expects of them.

It is hoped that most of the present undesirable practices
which some companies engage in, such as falsification of acecounts
or statements of finanecial position, violation of statutory,
financial and business regulations amongst others may be done
away with., This is true because a business corporation is more
likely to resort to these unethical tendencies if it knows that
it is accountable to only its shareholders whose primary concern
is to get as much return as possible regardless of the rules of
the game, In a situation where a company knows that there are a
number of 'stakeholders' with genuine interests in its continued

existence and well-being, its focus of attention will shift to
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determing how best to reconcile and optimise the multiple

objectives that will nost naturally arise,

6.3 Recommendations

The concept of business social responsibility in finanoial
reporting involvas an attempt to determine the potential for a
tstakeholder' rather than a 'sharehelder' approach to corporate
accountabllity as well as the implications for the acoounting
profession of such a development., It is therefore an attempt at
evaluating and practiecalisging the desirable attributes of the

concept in discharging the function of corporate acgountability.

The research findings enunciated in this write-up have

practical applications in serveral reapects as enumerated below:

6.3(1) The extent and nature of information disclosure in
acoounting statements determines to a large degree, the
relevance, undér'st.andabilit.y, neutrality and completeness of such
statements. It is therefore recommended that companies make
considerable improvements in their financial reporting practices
by publishing all the finanecial statements enumerated in SAS 2
and even more. Also the manner of presentation and nature of
information contained call for a review. The format proposed for

presentatlon of a VAS is an attempt in this regard.

6.3(d41) A call has been made in this write up (chapter 4)
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for companlies to introduce a statement of corporate objectives
and future prospects. This 1a because the nature of corporate
objectives will go a long way in explaining the phenomena behind

corporate activities.

A company that gives due regard fto societal values or
aspirations is 1likely t¢ have multiple objectives or some
complementary objeotives to the main objeotive (rather than a
single objeative of say profit maximisation) which it will strive
to attain. This will make corporate organisations more conseious
of the fact even though the pursuit of economic gains may be
their primary objective, it should not be considerad as the sole
oblective to the neglect of the genuine aspirations of other
groups in the sociefty like its employees, customers and the

governmental organisations.

6,3{11%) The government should consider granting tax
incentives to companies that pay serious attention to their
soolal responsibility rather than leaving the matter as a charity
function. It is therefore recommended that corporate expenses
relating to social responsibility considerations (such as
community involvement, human resources stewardship, product or
service eontributions, ete.) should be tax-deductable, This is
the practice in several countries that consider business social
responsibility a serlious matter. It is hoped that this will

boost corporate morale'tremendously._

6.3(4v) There is the need to re-assess the audit function
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80 a8 to streamlline 1t with thils dispensation, This 1a because
the audit function is hooked on the conventional accounting task
of stewardship where corporate aoccountability is viewed from the
perspeative of only the shareholder. Public auditera should
oconsider all accounting statements as deserving of equal degree
of authenticity and therefore their audit work should extend to
all financial statements (rather than a select few) so that

verifiability and wvalildity could be enhanced.

6.3[y} There is the need for interest groups and
assoclations to enlighten their members and the general publie
about the warious facets of business soclal responsibility. This
1s with a2 view to .achleving twoe main objectives - first, to
discourage and possibly eliminate the tendency whereby companies
are the sole determinants of what constitutes their sog¢ial
responsibility, Secondly the necessary pressure and demands from
intereats groups is likely to be more forthcouming, For instance,
trade unions may become more broad minded and look beyond short
term demands for remuneration, increases to nore enduring
benefits like industrial safety and job security. Similarly,
customer awareness may reach a stage wﬁere agonsumeyr intepest
protection groups will be formed. Soeletal pressures and demands
such as these are required in order to make corporate bodies give

serious thought to their social responsibilities, %

6.,3({yi}) There is the need for the NASB to issue an

accounting standard: which will reflect among other things on the
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plurality of corporate objectives, This will give professional
backing and resognition to the multi-lateral nature of corporate
oblectives and will serve as a springboard for a further
extension of this concept. Alternatively an amendment to the

present SAS 2 along the same line could be quite satisfaoctory.

6.3(vil) Finally the recommendations oannot be complete
without a call for the promulgation of a legislation, probably an
amendment to the Companies Decree 1968, particularly sections
141(1) and (2) which tend to encourage restrictive financial
reporting by requiring companiez to publish merely a profit and
loss aoccount and balance sheest., Until this 1s done, sone
companies will insist on their narrowed-~down financial diszelo-
sures irrespectlve of récommendations made by professional bodies
such ag NASB, The legislation should manadate enterprises to
publish all the financial statements recommended in this write-up
as well as require independent auditors to extend their audit to

all published financial reports,

With the current efforts at economlc recovery and recon-
atruction whlech many a2 times runa into turbulent waters due to
the intricate manipulations and wanton violations of business
ethica and regulationa by giant corporations, there is obviously

the room for further discoveries in thi= area,

Tt i3 hoped that the recommendations (though not exhausa-

tive) emerging from this study will form part of serious efforts
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towards recognizing 'a social responsibility approach to
corporate financial reporting' by government, regulatory bodles

and corporate managements. -0
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APPENDIX I

AHMADU BELLO UNIVERSITY, ZARIA

FACULTY OF ADMINISTRATION

Dear Sir/Madam,

A _SOCTAL_ RESPONSTPAIITY APPROACH TO CORPORATE
FIYANCIAL REPORTING

T am introducing to you Zakari, Aminu Salihu who is a post
graduatestudent of this department now undetaking a research on

the above topin area,

The .esearch is aimed at establiching a fundamental concept
for corporate financial reporting by determining the relevance
and feasibility of adopting a 'stakeholder' rather than the

nresent 'stockholder!' approach to corporate financial reporting,

Your sincere reasponse will bhe hishly appreciated and will
also be treated with all confidentiality.

Finally we will be glad to share our findings from this
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research with you if you so desire.

Thank you very much.

Yours truly,

(Mr. A, Silva)
Coordinator
Postgraduate Programmes

Tueaday 16th February, 1988,
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QUESTIONNAIRE

Name of organisation or nature of profession ...iceeciesnns

I I I A A B I A O S O I O B I

PoSition or REBNK iveveseidisivemie coike faai s andas ook i
Educational baekground (tick ac appropriate).

(a) Post graduate qualification

(b) Profeassional qualification

{e) First degree or equivalent

(d) Diploma or belou

SECTION &
What in your opinion should be the fundamental objective of

the modern day business corporation?

(a) Maximisation of profit or shareholders' funds

(b) Optimisation of profit levels via-a-vis other objec-
tives

(e) Enharcing the well being of its immediate community

(d) Otuers, specify ....ceeeee o e T RS T  e

Is the presence of a company in a given locality or com-

munity likely to have any impact on that conmunity?

(a) Yes
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(b) No

If the answer to 2 above is 'no', why is that so (briefly)

If the answer to 2 above is 'yes' what sort of impact do

you think it will have?

(a) Economic

(b) Social

(e) Both social and economic

(d) Others, SpPECITFY .cuveerecssesscssssssnsssssssscsannnas e

What do you envisage as the ultimate aim of the annual

financial statements prepared by business entities?

(a) Providing information te shareholders on how resources
have been utilised tc achieve desired results.

(b) Providing information to sharedholders and other
interested particas on the company's performance finan-
cially.

(e} Providing information to shareholders and other
interested parties on the company's overall perfor-
mance, both financially and socially.

{A) DLhetd, BPERATY srersvivinaieivers Vs diyos g R

SECTION B

Do you subscribe to the view that there are several
interest groups who require accounting inf'ormation and that

this faect should be considered in the presentation of

132



finanecial statements?

{a) Yes

{b) Nao

If the answer to (§) above 1is ‘'no', please state your
reasons {briefly)

If the answer to (6) above is 'ves', which of the these
groupg of potential users of financial reports do you think
should be considered?

{a) shareholders/investors

(b) creditors/suppliers

{e) enmployees

(d} researchers/specialised institutions

(e) government agencies

(f} customers

(g) the community

(D) OLRErS, SPECLIEY .veesseveenssesssveeensersenneresenns
If more fhan one group is applicable, tick as many as
appropriate and rank them below in order of priority (by
putting a,b,c, ete., against the appropriate number).

1at 2nd 3rd Uth 5th 6th Tth 8th

Match each of the possible uses of financial aecounting
data with the likely user from the listings given below by
putting the appropriate letter {a,b,c, etc.) against the
choice made.

(a) Determine liquidity, profitability and viabllity.

-
L4
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10.

(b) Assessing enterprise ability or readiness to continue
producing poods and services.

(e¢) Assessment and imposition of taxes in addition to
monitoring and regulating business activities.

{d) Determining the contributions made towards societal
development and well being.

(e) Serving as a data base for reference and future plans.

LIRKFLY USERS

Shareholders/investors

Employees

Government agencies

Customers

The general public especially the community

Researchers/specialised institutions,

SECTION C

Which of the following accounting reports to you feel

should be included by all companies in their annual

financial atatements package?

(a)
(b)
(o)
(d)
(e)

Balance Sheet

Profit and Loss Account
Statement of Accounting Policies
Elaborate notes on the Accounts

Statement of source and application of funda
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11.

12.

13.

(f) Five-year historical financial summary

(g) Value-added statement

(h) Statement of corporate objectives and future prospects

(1) OEherE; PRSIy LicivinmerieidiiiidiaEsesTvEREUIE I

If more than one option is applicable, tiek as many as

appropriate, and rank them in order of priority as follows:

1st 2nd 3rd H4th Sth 6th T7th B8th 9th

Do you think that financial reports as presently consti-

tuted can serve the desired purpose(s) meaningfully?

(a) Yes

(b) No

If the response to (11) above is 'yes', in what ways

(hriefly).

If the response to (11) above is 'no', what are the

probable defects?

(a) They appear too condensed and techniecal

(b) The variety of reports published is insufficient

(e) Their information contents are biased in favour of
certaing groups of users

(d) The scope is too narrow and cannot therefore accommo=
date all that the company needs to disclose.

{(e) Others, specify A A SRS e

what more than one option is applicable, tick as many as

appropriate,
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14,

15.

16.

17,

SECTION D

Deos the fact that several interest groups require the

information published in financial statements impose

obligations or responsibilities ont he manner a company
should present such statements?

(a) Yes

(b) No

If the answer to (14) above is 'no', why do you think so?

(briefly RN R R el A i SRR e

If the answer to (14) above is 'Yes', what are the nature

of those responsibilities?

(a) Casual responsibility which does not necessarily
entail recognizing their information requirements in
the financial reports,

(b) Moral obligations to provide accounting information
which all users of financial reports will appreciate.

(e) BEvolving new system(s) of finaneial reporting that
will not be too inclined towards one or few group(s)
of users,

(4) Others; BPOLLILY indciseriidasarnisasabanseoibasssrnces

Do you think certain changes or improvements are required

in order tc enhance the usefullness or relevance of

financial reports?

(a) Yes

(b) Mo
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18.

19.

If the answer to (17) above is 'no' does it imply that

financial statements are devoid of any serious short-

comings?
(a) Yes
(b) No

If the answer to (17) above is 'yes', what are the likely

changes or improvementa needed?

(a)

(b)

(e)

(d)
(e)

Introducing additional reports to cover other areas of
corporate endeavours.

Preparing separate financial reports for specifiec
group of users,

Expanding the scope of available financial statements
to cover all the areas a company may wish to report
on.

Simplifying the financial reports as far as possible.

Others, specify.
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Appendix ITI A Breakdown of the Distribution and Responses

to the Questionnaire administered

Group Number Number of % of respondents

Classisification administered respodnents to total adminia-
tered

Shareholders/
investors 10 5 50%
Employees/
customers 60 33 55%
Governmental
Tnatitutions 5 4 80%
Professional

Accountants &

Academics 10 g9 90

Total B5 51 60%
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Appendix IV  List of Sample Companies:

Source of Secondary data

Sector Company Annual report and
accounts for the
year ended
Manufacturing 1. Nigerian Tobacco Company Ltd. 30 September, 1986
2, Cadbury (Nigeria) Ltd, 30 September, 1987
3. Afprint Nigeria Ltd, 31 December, 1986
4. Debo Industries Ltd. 31 December, 1986
Trading 5. SCOA (Nigeria) Ltd. 30 September, 1984
6. A. G. Leventis & Co. (Nig.)
Ltd. 31 March, 1987
7. Buhari United Company Ltd. 30 September, 1986
Service 8. HNigerian Industrial
Development Bank Ltd. 31 December, 1986
9. United Bank for Africa Ltd. 31 March, 1987
10. Union Bank of MNigeria Ltd. 30 September, 1986
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