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Abstract: The progressive business community currently
responsible for environmental protection and sustainable
development of society. In this sense, there is a need for accounting
to present reports related to sustainable development and thereby
public awareness of the social responsibility undertaken by
organizations. International standards of the IFRS-S series, which
are currently in force, present such requirements to the financial
accountability of organizations, but social responsibility is perhaps
left out of the scope of managerial accounting.

The article proposes a methodology for managerial accounting
of the results of social responsibility of organizations, which comes
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to complement the requirements of IFRS-S international accounting
standards.
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Research goals: propose approaches to managerial accounting
of the results of social responsibility undertaken by organizations

Research novelty: a methodology for managerial accounting
of business social responsibility performance was developed and a
new reporting was proposed

Introduction

Managerial accounting traditionally covers the internal
information expectations of organizations, when managers
considered such information flows as commercial secrets and used
them to increase business competitiveness [7, p 44]. However, when
managerial accounting is organized in the direction of the
realization of the social obligations assumed by the business, then
the picture changes completely and there is a need to publicize such
information. Currently, the competitiveness of organizations is not
considered only by financial indicators (sales increases, profit
growth, capital expansion, etc.). Even if there is an increase in
dividends paid, even then, organizations do not strengthen their
competitive positions in the market, because they do not undertake
and implement social obligations assumed before the public.
Therefore, along with the publication of financial reports,
organizations are gradually starting to report the results of the
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implementation of social obligations contributing to sustainable
development, which requires the organization of accounting in this
direction [4, item 5].

However, on the other hand, social obligations are not subject
to value change, so they are outside the scope of financial
accounting [3, pp. 169-176]. In such a case, the organization of
managerial accounting, which is not integrated with financial
accounting, becomes effective, which provides practical solutions to
the organization of accountability for both the formation of social
obligations and the results of their implementation [2, pp. 2367-
2394).

Research results

The process of accountability of social obligations undertaken
by business has passed its evolutionary stages. Still, in the 50s of
the last century, governments and public structures imposed
environmental and natural use requirements on entrepreneurs,
with the aim of preventing environmental pollution as a result of
operations. However, the sharp increase in entrepreneurial activity
has led to the fact that the public has become concerned about
sustainable developments in the future. As a result of
unaccountable and merciless exploitation of natural resources, a
demand was made to ensure sustainable development of the
administration [5, pp. 76-85].

The concept of sustainable development at the initial stage of its
formation, that is, in the 70s of the last era, was presented as "the
exploitation of natural resources at the present moment in such a
way as to create an opportunity for future generations to use these
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resources”. In other words, initially sustainable development was
built on the basis of the principle of generational solidarity, when
humanity, satisfying its current demands for natural use, gave the
future generations the opportunity to also satisfy their own
demands for using natural resources [6, pp. 46-47].

In such a case, resource-saving technologies, raw material
substitutes, effective approaches to natural use are used. From the
beginning, the source of inspiration for the implementation of these
ideas was the process of using forest wood, when people were well
aware that the damages of deforestation should be restored with
new tree plantations, which will be a wood resource for the next
generations.

In the simplest interpretation, in the case of ensuring
sustainable development, businessmen strive to transfer the planet
Earth to future generations with the possibilities of natural use that
they once received from their ancestors. Naturally, in this case,
stability is mostly related to ensuring a "stable level" of natural
resource reserves. Years later, the sustainable development of
business was practically internationally considered in a broader
context, which, in addition to effective land use, also included
demands for poverty reduction, access to education, use of "green
energy", and climate recovery.

"Sustainable development" in the most comprehensive context
was introduced in 1987 at the World Conference on Environment
and Development, when Z. Brutland presented the approaches of
generational solidarity in the field of natural resource use in the
report "Our Common Future". Then, under the auspices of the
United Nations, at the summit held in Rio de Janeiro in 1992, the

74



document "Agenda for the 21st century” was adopted, where the
directions of sustainable development of the society were clearly
presented. Such questions became so intense that already twenty
years later, in 2002, at the conference in Johannesburg, which was
later renamed "Rio 10+", the concept of partnership for sustainable
development was developed. And in the next decade, the "green
economy" was also targeted in the concept of sustainable
development at the "Rio 20+" assembly, when alternative energy
resources will be used, greenhouse gas emissions will be reduced,
and ecosystem services will work efficiently [8]. Finally, in 2015, the
United Nations developed 17 sustainable development goals
targeting poverty eradication, health care, well-being, quality
education, gender equality, responsible consumption and
production, and climate change, which were adopted by 193
countries.

Today, the responsibility for sustainable development has been
further expanded to include environmental, social and corporate
governance (ESG) [10]. Organizations try to secure competitive
positions by applying the ESG concept, which implies not only the
continuous implementation of environmental measures, but also the
solution of social problems that concern the public, and in such a
case, there is a natural need for the introduction of such corporate
governance, which will be able to solve the environmental
obligations and environmental problems undertaken by the
organization, social obligations and transparent reporting in that
direction.

This process is currently being activated along with the
publication of new generation international standards of financial
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accounting. Today, the IFRS-S1 and IFRS-S2 standards have already
been put into circulation, which guide how the disclosures of
climate change as a result of sustainable business development and
entrepreneurship should be presented in the published accounting
reports [9]. In 2023, the International Standards Board for
Sustainable Development (ISSB) published "General requirements
for disclosure of financial information related to sustainability" FIS-
S1 and "Climate-related" international financial reporting standards
S2, which will be used by organizations. Parallel to IFRS standards.

Unlike general purpose financial reporting standards,
sustainable development standards require additional disclosures
related to sustainable development management tools, sustainable
development strategies adopted by the organization. management,
the risks and opportunities of its implementation [1, pp. 44-56], as
well as the value chain of business, where the foundations of
sustainable development are formed (see Figure 1).

In addition to developing environmental goals, companies are
increasing their focus on the accounting and reporting
considerations related to both the goals themselves and any
transactions they will pursue to achieve those goals.

As more companies focus on environmental, social, and
governance (ESG) initiatives, ESG accounting and reporting
practices are coming under the microscope. It is important to
explore the most common ESG accounting standards and reporting
considerations, and find out why the SEC is increasing its scrutiny
of climate-related disclosures when reviewing public company
filings [10].
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Figure 1. Key directions of sustainable development accountability”

However, such information related to sustainable development
may not be accounted for, but merely remains within the realm of
reporting disclosures. In this regard, we propose a mechanism of
social responsibility of business, applying the following stages of its
implementation (see Figure 2).

7 Presented by authors based on study of standards requirements
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Figure 2. Stages of implementation of managerial accounting for
social responsibility of business®

In the first stage, the social responsibility performance
indicators undertaken by the organization are presented (see table
1). Moreover, if social obligations are represented by different
metrics, then the performance indicators are homogeneous relative
indicators, which can be fully included in the field of managerial
accounting carried out by double entry.

8 Proposed by the authors as a suggestion for use
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Table 1. Metrics for fulfilling the social obligations of the
business conducted by the organization

Obligation assumed during the Targe- Actual Perfor
reporting period ting mance
level
Environmental
Tree plantation 3 ha 2,5 ha 0,83
Waste reduction 7t 41t 0,57
Social
Improving motivational tools 12% 9% 0,75
Improvement of working conditions 7% 6% 0,85
Management
Extending participatory governance | 14 persons | 12 persons | 0,86
Increasing accountability 1% 10% 0,91

In the second stage, the performance indicators of social
responsibility with their goals, actual values and deviations are
subjected to double entry, using special managerial accounts and
accounting flows (see Figure 3).

Thus, let's present the reflections of transactions by the chart
of the proposed managerial accounts (see figure 3) as well as
reports of managerial accounting related to the results of the
implementation of the social responsibility undertaken by the
organization, with a reflection of valuation of assumed obligations,
actual performance in line with possible deviations.
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Social Obligations Account

Actual Obligations
==» Performance Assumed
Obligations Performance
Deviations of obligations
ﬁ

Figure 3. Social responsibility proposed outline of
managerial accounting®

1. The assumed social obligations:
Dr Performance of Obligation ... 6,0
Cr Social Obligations ... 6,0 (6x1)

2. The actual performance fulfillment of the social responsibility
assumed by the organization:
Dr Social Obligations ... 4,77
(0.83+0.57+0.75+0.85+0.86+0.91)
Cr Performance of Obligation ... 4,77

9 Composed by authors
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3. Deviations in the performance of assumed social obligations:
Dr Obligations deviations ... 1,23 (6.0 - 4.77)
Cr Performance of Obligation ... 1,23

4. Deviations attribution to social obligations:
Dr Social Obligations...1,23
Cr Obligations deviations ...1.23

In the third stage, the performance indicators of social
responsibility with their goals, actual values and deviations become
a base for managerial reporting about Social Obligations of the
company. The records with credit turnover for the obligations
undertaken by the organization, and debit turnover for their actual
performance and deviations from the obligations it this report
forming the following balance sheet relationship:

Social Obligations = Actual Performance * Deviations

Finally, management of the company receives comprehensive
reports about undertaken and realized social obligations and can
use it for managerial decision making as well as for public reporting
under requirements of IFRS-S1 and S2.

Conclusion
The methodology proposed by authors for the managerial
accounting of the performance of social duties by organizations
provides an opportunity to present such a report, giving
information for users to make decisions in the obstacles of the
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sustainable development of business, assess the risks of applying

the ESG concept, analyze the environment entrepreneurial ways of

compensation for damages. It is also emphasized that the inclusion

of the consequences of social responsibility in the accounting

system of organizations on the basis of accounting double entry

creates an opportunity to monitor the effectiveness of the

application of the ESG concept and to establish feedback within the

framework of the beneficiaries of sustainable development.
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