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Abstract

The purpose of this paper is to point out that sustainability reporting is also
important for companies which are operating in developing countries, such as Serbia,
but they have a lot of challenges on the road to sustainability reporting. The aim of the
conducted research is to determine the level of sustainability reporting by the companies
based in Serbia, to consider to which extent they are familiar with the sustainability
reporting guidelines and to identify the application level of the Global Reporting
Initiative (GRI) Guidelines in the preparation of sustainability reports. The research is
realized by the method of descriptive statistics and correlation analysis. The results of
the study show that the level of sustainability reporting by Serbian companies included
in the sample is low and not satisfactory.

Key words: sustainability reporting, GRI, Serbia, non-financial information,
disclosure.

MN3BEHITABAILE O OAPKUBOM ITOCJIOBABBY —
HN3A30B 3A CPIICKE KOMITAHUJE

AncTpakT

CBpxa OBOT pajia je Ma yKake Ha TO Ja je W3BELITABamEe O OJP’KHBOM MOCITIOBARY
Takol)e BayKHO M 32 KOMITaHHje Koje TIOCITyjy Y 3eMJbaMa y pa3Bojy, kao mto je CpOuja, amu
U Ja OHE MMajy MyHO H3a30Ba Ha IyTy Ka TOM H3BellTaBamy. L[Wwb cHpoBeneHOr
EMITHPHJCKOT HCTPAXKUBAKA j€ Ja C€ YTBPAH HUBO M3BEIITABAba O OAP)KHBOM IOCIIOBAY
koMmmanuja y CpOuju, 1a ce pa3MOTpH y KOjOj Cy MepH OHE YIO3HATE Ca CMEpHHIIAMa 3a
MU3BCIITABAKLE O OJPKHUBOM l'lOCJ'[OBaH:y n ga ce yTBp)lI/I HUBO IIPUMEHE CMele/ILIa
opranmanmje ,,Global Reporting Initiative” (GRI) y npunpemu u3Beiraja. Mcrpaxuarbe
je OCTBapeHO METOJOM JECKPHIITHBHE CTATHCTHKE M PErpecHOHe aHaim3e. Pesynraru
UCTpaKHBamba IMOKa3yjy [a je W3BEIITaBake O OAPKMBOM IIOCIOBaY KOJ KOMIIaHHja
YKJbYYCHHX Y y30paK Ha HUCKOM HHUBOY M He3a/I0BOJbaBajyhu.

KibyuHe peun: wu3BelITaBamkE O OAPXKUBOM MocioBamy, GRI, Hedunancujcke
nHbopMalyje, 00enojamHBamba.
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INTRODUCTION

Due to the obvious changes in the natural environment, (e.g.
climate change and its consequences) material effects of the global ‘life-
style’ on the environment and a lot of social problems, there has been an
increasing awareness in a lot of countries that the natural environment
and its resources, as well as society at whole, are the major elements that
are crucially necessary for the future of mankind. This awareness has led on
one hand to regulatory activities of national and supra-national institutions
and on the other to a change in the public concern about environmental and
social issues. As a consequence, the concept of ‘sustainable development’ of
societies was globally accepted as a core of national and international policy
at the end of last century. This more or less global commitment and
conviction has — besides other aspects — also drawn very much attention to
the impact of companies™ activities on the environment and society and
has led to the concept that the performance of a company should not only
be measured according to its financial but also environmental and social
performance, meaning the positive and negative impacts on the social and
natural environment.

Sustainability reporting is a very important part of today's external
corporate reporting. Adequate inclusion of sustainability issues in company’s
reports (firstly, as a part of annual report, then environmental, sustainability,
and recently integrated report) is one of the key issues for further
development of corporate communications with stakeholders. That has
caused the development of a large number of sustainability reporting
guidelines, among which guidelines established by the Global Reporting
Initiative (GRI) are the most significant, globally accepted and used one
(GRI, 2016). The growing importance of sustainability reporting nowadays
has been demonstrated by a number of studies conducted by audit firms such
as KPMG and Ernst & Young. For Serbia, this reporting area will become
especially important at the time when accession negotiations to the EU
regarding this chapter are open. Sustainability reporting is relatively new for
Serbian companies, and most companies are still trying to find their interest
in this area and to become familiar with the sustainability reporting
guidelines, reporting methods, significance of assurance etc. In order to
determine the achieved level of sustainability reporting by Serbian
companies, an empirical research, which part of the results will be presented
in this paper, was conducted for the first time on the territory of Serbia.

THE NEED FOR SUSTAINABILITY REPORTING

The main objective of corporate reporting is to provide information
relevant for decision making purposes, based on which the total value of a
company can be determined (Coenenberg, Haller, & Schultze, 2016).
Considering the fact that the business world and society are changing, the
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traditional model of external financial reporting has not managed to
successfully adapt to such evolution (Fasan, 2013). The traditional model
of external financial reporting which is based on past and historical costs
is not sufficient to answer to the challenges related to the realistic assessment
of the economic (financial position and financial performance) and social
value of the companies (non-financial performance), as well as for successful
corporate governance. The next limitation of the traditional model of external
financial reporting is reflected in the fact that this reporting model is entirely
focused on financial information and does not include operational and
planning information, as well as non-financial information about the issues
such as management quality, customer satisfaction and social and
environmental performance of the company (Fasan, 2013), which enable
users to understand more easily the links between economic events, financial
statements and factors that provide stability on the long term and sustainable
growth and development of the company (Krsti¢, 2004). The traditional
model of external financial reporting does not show the strengths and
weaknesses of the business in a convincing way and provides only
information about past financial performance, what represents the third
limitations of this reporting model (Yongvanich & Guthrie, 2006; Fasan,
2013).

Over the last fifteen years, a series of accounting scandals (e.g.
Xerox, One-Tel, Enron, WorldCom, Parmalat, AIG, Lehman Brothers)
pointed out the shortcomings of the traditional model of external financial
reporting (Yongvanich et al., 2006), and led to the increased awareness
that there is a need for greater transparency and credibility in order to
protect interests of both shareholders and stakeholders. This is also the
period when corporate governance has been catapulted to the top of the
political and business agenda and when the companies’ responsibility to
all stakeholders as well as the integration of corporate social responsibility
issues into the governance of the company come to the fore (United Nations,
2004). Under these business conditions, the need to expand the traditional
model of external financial reporting by including non-financial information
becomes more than obvious.

Corporate social responsibility reporting (CSR reporting) or
sustainability reporting (hereinafter sustainability reporting; used as
equivalent terms by the United Nations Environment Programme (2013)),
as an extended reporting model from the perspective of stakeholder value
concept, ‘aims to highlight the view that a company’s consideration of only
financial matters as an indicator of its success is inadequate’ (Nolan, 2007,
p. 2). This reporting model should include not only economic (financial
indicators), but also environmental (impacts on the environment) and social
aspects of the company’s business (e.g. human rights, employees™ rights
and safety). As such, this reporting model involves extending the
accountability of companies, beyond the traditional role of providing
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financial information to the owners of capital, in particular, shareholders
(Gray, Owen, & Adams, 1996).

Measuring and reporting on environmental and social aspects of
business is one way in which companies can demonstrate their commitment
to socially responsible business and behaviour towards the environment and
communities in which they operate.

Social aspects of business, related to the early controversies around
slavery, child labour and working conditions, have probably a longer
history than environmental aspects of business, but with the growth of
interest in social accounting in the 1970s, environmental issues have
tended to attract greater attention (Elkington, 1999). The development
path of sustainability reporting can be viewed through five crucial periods
(Figure 1).

Reporting form

'y

Integrated

reporting

Sustainability
reporting
Environmental
reporting
Social
reporting
Annual report
mlll T T T T T T':
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Figure 1. Crucial periods in the development of sustainability reporting
Source: Own research.

The first decade of the twenty-first century was marked by
sustainability reports which companies around the world were preparing
and publishing voluntarily and mainly based on the most comprehensive
GRI Guidelines, unless on the national level there were no mandatory
requirements in this area. Step forward compared to the sustainability
reporting is integrated reporting, whose development was intensified in
2010 when the International Integrated Reporting Committee was
founded. The aim of this new reporting model is to connect the traditional
financial reporting with sustainability reporting in one reporting system in
order to make clear integration of the value and performance dimensions
of a company (Coenenberg et al., 2016). In the preparation and presentation
of an integrated report, companies should adhere to the International
Integrated Reporting Framework (International <IR> Framework) developed
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and established by the International Integrated Reporting Committee, in
2011 renamed into the International Integrated Reporting Council (1IRC).

Different sustainability reporting rates in different countries arise
primarily from regulatory policies and guidelines for reporting, adopted at
the regional and national level. Unlike some voluntary reporting guidelines at
the global level, such as the GRI, and at the regional level, such as The
European Eco-Management and Audit Scheme (EMAS) and the
2001/453/EC European Commission Recommendation on recognition,
measurement and disclosure of environmental issues in the annual
accounts and annual reports of EU companies, there is a growing number
of regulatory requirements at the national level. Countries with regulatory
requirements have, as a rule, higher reporting rates compared to the
countries in which sustainability reporting is still on a voluntary basis.
For example, countries with the highest reporting rates in 2013, such as
France, Denmark and South Africa, are countries with mandatory
reporting requirements (KPMG, 2013). It is also to be expected that with
the adoption of the new EU Directive on the disclosure of non-financial
and diversity information by certain large companies (Directive 2014/95/EU,
so-called CSR Directive), the differences regarding the sustainability
reporting rate at the EU level will be reduced. Namely, according to this
Directive large companies of public interest with more than 500 employees
shall include (starting from 2017) in the management report (or separate
report) information relating to environmental, social and employee matters,
respect for human rights, anti-corruption and bribery matters (Directive
2014/95/EU, art. 1, para. 1).

SERBIAN COMPANIES ON THE ROAD
TO SUSTAINABILITY REPORTING

Unlike developed countries, where sustainability reporting is
widely accepted, most countries in transition are in the early stages of
developing such a kind of reporting, because they are facing with other
challenges, like gaining experience in modern management practice or
coping with limited resources (Shirokova, Berezinets, & Shatalov, 2014).
Developing countries, such as Serbia, and companies that are coming
from this part of the world, if they want to be successful and competitive
on the global market they have to accept the concept of corporate social
responsibility and to report on its environmental and social aspects of
business. For example, the results from the surveys conducted in Bulgaria,
Hungary, and Poland showed that in general the stakeholders are not
satisfied with the level of companies’ CSR performance and the provided
information (Braun & Partners Network, 2008). Bearing in mind that the
political target of Serbia is to become a member of the EU, the government
as well as the companies have, as soon as possible, to converge with rules
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and practices in the EU member states (and even with those on a global
level). Financial and non-financial reporting system in Serbia, despite the
constant changes over the last century, still does not ensure that companies,
particularly those of public interest and listed ones, are preparing and
disclosing additional sustainability reports. Serbian companies are still
focused on the traditional corporate reporting, primarily because of the
historical conditions of the socio-economic system development and with
that the associated development of regulatory framework for financial and
non-financial reporting as well as because of the reporting practice caused
by such circumstances.

Historically, the normative regulation of reporting on public
responsibility of companies can be found in the Commercial Law of the
Kingdom of Yugoslavia from 1937. Legally created opportunities not
only for reporting on public responsibility, but also on other aspects of
business, have not been implemented due to the Second World War, which
soon followed. Business report (comparable to management report), as a
possible official report for disclosure of such information, was introduced
by the regulation in 1953 (Regulation on the Accounting of Economic
Organizations 1953-1954, art. 32), but without special requirements for
disclosure of theis additional information.

The first step towards harmonization of Serbian accounting
regulation with the regulation of developed countries was made in 1989
by the Accounting Law, which is conceived in accordance with the
Fourth Directive of the European Community (Stani¢, 1992; Petrovic &
Turk, 1995). Further convergences to the requirements of the Fourth and
Seventh Directives of the EU were done with the Accounting Laws from
1993 and 1996. However, all these legislations have dominantly regulated the
assessment rules and reporting forms, without requirements for disclosure of
information about the environmental and social aspects of business in
business report (Accounting Law 1993-1995, art. 15; Accounting Law 1996-
1999, art. 11).

The codification of the IAS and IFRS was done by adoption the
Accounting and Auditing Law in 2002. One characteristic of the Law
from 2002 was that business report was not even mentioned, let alone
given its structure in this Law. Mandatory application of the IFRS in Serbian
accounting practices has contributed to its improvement, especially after the
changes through the Accounting and Auditing Law from 2006 (revised in
2009 and 2011). Besides prescribing obligation for listed companies
(regardless of size) to prepare and publish business report, in the first decade
of the twenty-first century there was no significant progress on mandatory
(and voluntary) reporting on sustainability issues (Accounting and Auditing
Law 2006-2011, art. 31; Companies Law 2011-2014, art. 369; Capital
Market Law 2011, art. 50).
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Due to further developments the currently applicable Accounting
Law from 2013 requires with the article 29 that large companies and
listed companies regardless of size prepare business report, which should,
among other things, include not only financial but also non-financial
indicators relevant for particular type of business activity, information
about employees’ issues and information about investments in order to
protect environment. Additionally, the Law prescribes that the business
report of the listed companies should contain also an overview of the
corporate governance rules. Therefore, these provisions provide a legal
basis for publishing only a part of information relevant for the assessment
of the economic, environmental and social aspects of the business of
companies which are required to prepare this report. Due to the fact that
the current Accounting Law was passed a few weeks before adopting the
CSR Directive, there is a need for further harmonization between Serbian
and EU accounting law.

ACHIEVED LEVEL OF SUSTAINABILITY REPORTING
BY SERBIAN COMPANIES

To determine the achieved level of sustainability reporting by the
companies based in Serbia, an empirical research was conducted on the
territory of the country. The main aim of this study was to determine the
level of sustainability reporting, to consider to which extent companies are
familiar with the sustainability reporting guidelines, and to identify and
analyse the application level of the most comprehensive guidelines for
preparing sustainability reports, i.e. GRI Guidelines by Serbian companies.

The research was conducted using the method of survey and
statistical analysis of the data obtained by empirical research. The survey
was conducted from August to December 2013 by using the professional
online research software Unipark, which enables quick and efficient data
collection and fully guarantees the anonymity of the information
provided. For this research we used a questionnaire that includes four
groups of questions:

= the first group of the questions is related to the characteristics
of the companies, such as sector affiliation, legal form, capital source and
average number of employees in 2012;

= the second group of the questions concerns the application of the
corporate social responsibility concept in the companies, i.e. how companies
govern corporate social responsibility components (economic, legal, ethical
and philanthropic responsibility), then the adoption and certification of the
companies” operating system according to the requirements of certain
corporate social responsibility standards and development of awareness and
protection of the environment. This group consists of seven questions;
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= the third group includes 11 questions related to sustainability
reporting. Specifically, this group of questions relates to the consideration to
which extent are the companies familiar with the sustainability reporting
guidelines, then the consideration of the reporting form and time period for
which the report is prepared, to which extent the GRI Guidelines are applied
in the preparation of sustainability report and whether companies disclose
some information regarding sustainability on their websites;

= the fourth group of questions concerns the audit or assurance of
disclosed information about environmental and social aspects of business
and consists of four questions. These questions were formulated in order to
determine whether the companies engage a third party to assess the
reliability of this information in order to increase credibility of the disclosed
information and whether the report is subject to auditing or assurance.

Answers to the questions from the second, third and fourth group
were evaluated with the yes/no or with Likert scale using score from 1 to
5 (from 1 = | do not agree at all, or the lowest score, to 5 = | strongly agree,
or the highest score). 200 questionnaires have been sent to the companies
that belong to the group of the most successful companies in Serbia
according to the criteria of realized income, net realized profit and/or total
assets in 2012, and that are presumed to belong to those industries from
which are expected to have the greatest negative impact on the environment
and society in general." Out of the total number of the surveyed companies,
40 companies (20%)° have filled out the questionnaire, and the collected
data was further on processed by applying certain statistical methods like
the descriptive statistics and correlation analysis. The descriptive statistics
are applied with the aim to ascertain the frequency of responses and mean
values of some variables. The correlation analysis is used in order to
demonstrate interdependence between certain variables. For the purpose of
this paper we analysed same answers to the questions of the second group,
which are related to the CSR concept, and to the third group of questions,
which is related to sustainability reporting.

! Lists of 100 most successful companies in Serbia by realized income, 100 most
successful companies by net profit and 100 most successful companies by total assets in
Serbia in 2012 are available on the web site of the Serbian Business Registers Agency:
http://ww.apr.gov.rs, Document: http://www.apr.gov.rs/Portals/0/GFl/Makrosaopstenja/
2012/Saopstenje%20TOP%20100-komplet.pdf.

2 Through additionally conducted research the non-responding companies can be divided
into two groups: 1. Non-responders with some disclosure connected to sustainability
reporting (74 companies; 37%), and 2. Non-responders without any disclosure connected
to sustainability reporting (86 companies; 43%).
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Research Results and Discussions

When it comes to the general characteristics of companies, in the
sample dominating companies are from manufacturing industry, considering
the fact that 22 companies (55%) out of 40 companies belong to this sector.
With regard to the legal form of companies, the largest number of companies
(21 of them) have the legal form of a limited liability company (which is
52.5%), followed by 17 listed companies (42.5%) and 5% other companies
(that are publicly owned companies). When it comes to the capital source,
domestic owned companies represent 55% of the sample, and foreign owned
companies 45%. Last general characteristic of the companies in the sample is
the average number of employees in 2012 and this characteristic is the basis
for further classification of the companies on small, medium and large
companies. According to the average number of employees in 2012, 75% of
the companies belong to the group of large companies, 15% are medium
companies and 10% are small companies. The common view of all of the
above mentioned general characteristics of the companies is given in Table 1.

Table 1. General characteristics of companies in the sample

Criteria Sub-criteria Frequency  Percent (%)
Sector affiliation
Agriculture, forestry and fishing 1 25
Mining sector 1 25
Manufacturing industry 22 55.0
Electricity, gas, steam and air condition 2 5.0
Water supply, wastewater management,
controlling the process of waste removal 1 2.5

and similar activities

Construction sector 2 5.0
Wholesale and retail trade, reparation 5 125
motor vehicles and motorcycles '
Transport and storage 2 5.0
Information and communication 4 10.0
Total 40 100.0
Legal form
Limited liability companies 21 52.5
Listed companies 17 425
Others 2 5.0
Total 40 100.0
Capital source
Domestic capital 22 55.0
Foreign capital 18 45.0
Total 40 100.0
Average number of employees in 2012
1 to 50 employees (small) 4 10.0
51 to 250 employees (medium) 6 15.0
251 and more employees (large) 30 75.0

Total 40 100.0
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In order to determine whether there is a relationship between the
statement that corporate social responsibility improves the image of a good
corporate citizen as well as the corporate image and the managers
assessments of the importance of the CSR components as well as the
interdependence between these evaluations (second group of questions), we
have applied the correlation analysis® which results are shown in Table 2.
Between this statement and the managers™ assessments there is a positive
correlation, which means that if the company’s management is more aware of
the importance of the CSR concept implementation for the company's
business, it will evaluate the significance of the CSR components with a
higher grade on the scale of 1 to 5. Between the statement and the managers’
assessment of the importance of philanthropic responsibility there is a strong
positive correlation (above 0.5) with a higher statistical significance (at 0.01
level), which supports the assertion that the relationship between these two
observed characteristics is strong. In addition, the determination coefficient in
this case is 42.38% which means that understanding the importance of the
CSR concept implementation by the company’s management explains over
42% of the variance in the managers’ assessment of the importance of
philanthropic responsibility, which is quite a solid part of the explained
variance. A moderate positive correlation is evident between the above
mentioned statement and the managers’ assessment of other CSR
components, whereby the relationship between this statement and the
importance of economic responsibility is the weakest and has a lower
statistical significance (at 0.05 level). Apart from the moderate positive
correlation, the determination coefficient is lower than in the case of
evaluating the importance of philanthropic responsibility, so that the
understanding of the importance of the CSR concept implementation and
application explains almost 21% of the variance in the managers™ assessment
of the importance of ethical responsibility, 22% of the variance in the
assessment of the importance of legal responsibility and only 11% of the
variance in the assessment of the importance of economic responsibility.
Such a low determination coefficient of 11% shows that these two variables
are not so closely connected, i.e. that the assessment of the importance of
economic responsibility does not depend a lot on the understanding of the
importance of the CSR concept implementation for the company s business.

When it comes to the interdependence between the managers’
assessments of the importance of the CSR components it is evident that
there is a positive correlation. The highest compliance between the
responses, i.e. the managers™ assessments of the importance of the CSR
components exists between ethical and philanthropic responsibility (strong

% In applying the correlation analysis in this paper we have chosen to use the Spearman
correlation coefficient taking into account the size of the sample and determination of the
correlation between certain evaluations.



1359

positive correlation). Between the assessments of the importance of
economic and legal responsibility, legal and ethical as well as legal and
philanthropic responsibility there is a moderate positive correlation.
Additionally, the correlation is statistically significant at the level of 0.01
which means that with 99% certainty we can assert that for all the
companies which are operating in Serbia there is a high or moderate level
of the agreement in the managers’ assessment of the importance of the CSR
components.

Table 2. The correlation analysis of the impact of the CSR concept
on improving the image of a good corporate citizen as well
as on strengthening the corporate image and the managers™ assessments
of the importance of the CSR components

Economic Legal Ethical Philanthropic
responsibility responsibility responsibility responsibility
Impact of CSR 0,325* 0,469** 0,457** 0,651**
concept
Economic 1,000 0,424** 0,025 0,151
responsibility
Legal 0,424** 1,000 0,417** 0,432**
responsibility
Ethical 0,025 0,417** 1,000 0,666**
responsibility
Philanthropic 0,151 0,432** 0,666** 1,000

responsibility

* Correlation is significant at the 0.05 level.
** Correlation is significant at the 0.01 level.

The third group of questions, related to sustainability reporting,
was started with the statement that the company’s management believes
that the company, in addition to the traditional financial reporting, should
report on the environmental and social aspects of business. Based on the
results given in Table 3 it can be noticed that the management of 36
companies in the sample (90%) somewhat agree, agree or completely
agree with the statement, while the management of the remaining four
companies (10%) disagree or do not agree at all with this statement.

Table 3. The need for sustainability reporting

The degree of agreement Frequency Percent (%)
I do not agree at all 1 25
| disagree 3 75
| somewhat agree 7 175
| agree 17 425
| completely agree 12 30.0

Total 40 100.0
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When it comes to the awareness and knowledge about the regulations
and guidelines in the sustainability reporting area, it can be concluded
that companies in Serbia are not sufficiently informed about that (Table 4).
Namely, only 10 companies (25%) have assessed their awareness of the GRI
Guidelines with the highest grade, two companies (5%) are completely
informed about the EMAS, while six companies (15%) have given
the highest grade to the awareness of the European Commission
Recommendation. The mean value indicates that all companies are better
informed and aware of the GRI Guidelines compared to other guidance and
guidelines for sustainability reporting.

Table 4. Assessment of the awareness of the regulations
and guidelines in sustainability reporting area

Sustainability reporting regulations Grade Total Mean
and guidelines 1 2 3 4 5 value
GRI Guidelines

F 4 7 10 9 10 40 335
% 10.0 17.5 25.0 22.5 25.0 100.0
EMAS

F 9 12 8 9 2 40 258
% 22.5 30.0 20.0 22.5 5.0 100.0

European Commission

Recommendation on recognition,

measurement and disclosure of

environmental issues in the annual

accounts and annual reports

F 15 6 6 7 6 40 258
% 37.5 15.0 15.0 17.5 15.0 100.0

Regarding the reporting form, disclosure of information about the
environmental and social aspects of business in business report is still
dominating among the companies in the sample —Figure 2. Precisely, from
40 companies in total, 16 companies (40%) are disclosing this information
as a part of their business report, then 14 companies (35%) are preparing
and publishing the sustainability report, four companies (10%) are
publishing the environmental report, while the remaining six companies
(15%) are not reporting on the environmental and social aspects of their
business. The integrated report as a new reporting form on the financial and
non-financial aspects of business is not prepared by the companies in the
sample.
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Figure 2. Reporting form on the environmental
and social aspects of business

When the reporting form on the environmental and social aspects of
business depending on the company’s size is observed (Table 5), it can be
noticed that the business report as a reporting form is prepared by small
(three companies), medium (one company) and large companies (12
companies), the environmental report is typical for medium companies (three
companies) and one large company, while the sustainability report is
prepared and published only by large companies (14 companies). The
calculated significance level p = 0.182 shows that there is no correlation
between the business report as one reporting form and company’s size, which
means that companies regardless of their size are choosing this reporting
form. On the other hand, a company’s decision to prepare and publish a
standalone environmental report or sustainability report is depending on the
company’s size (significance level p = 0.002, 0.028 respectively), so that
these two reporting forms are generally chosen by medium and large
companies.

Table 5. Reporting form on the environmental and social aspects
of business depending on the company’s size

Business Environmental ~ Sustainability
Company’s size report report report
Yes No Yes No Yes No
Small 3 1 / 4 / 4
Medium 1 5 3 3 / 6
Large 12 18 1 29 14 16
Total 16 24 4 36 14 26

Significance level (p-value) 0.182 0.002 0.028
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The next question concerns the application of the most comprehensive
and globally accepted guidelines for sustainability reporting — the GRI
Guidelines by companies in the sample — (Table 6). Application of the GRI
Guidelines is typical for those companies that are preparing and publishing
the sustainability report (14 of them). From 14 companies in total, nine
companies are preparing their sustainability report in accordance with the
GRI Guidelines, and the remaining five companies in accordance with
some other guidelines. The calculated significance level indicates the
existence of correlation between the reporting form on environmental and
social aspects of business and the choice of the guidelines for preparation of
a particular report. Depending on the capital source, more than half of the
companies that apply the GRI Guidelines are foreign owned companies
(66.7%), while the remaining 33.3% are domestic owned companies —
(Table 7). When we are looking at the application level of the GRI
Guidelines, only two companies (22.2%) from nine companies in total are
applying these guidelines completely, while the mean value indicates that
the application of the Guidelines by all nine companies in the sample is on
a relatively satisfactory level (3.89 out of 5) — (Table 8).

Table 6. Application of the GRI Guidelines in sustainability reporting

Sustainability report Total
Yes No
Reporting in accordance with 9 / 9
the GRI Guidelines
Reporting in accordance with 5 20 25
some other guidelines
Do not report at all / 6 6
Total 14 26 40
Significance level (p-value) 0.000

Table 7. Application of the GRI Guidelines depending on the capital source

Capital source Frequency Percent (%)
Domestic capital 3 33.3
Foreign capital 6 66.7
Total 9 100.0

Table 8. Application level of the GRI Guidelines for sustainability reporting

Grade Frequency Percent (%)
1 / /

2 11.1

3 111

4 55.6

Total 100.0
Mean value 3.89 /

1
1
5
5 2 22.2
9
.8
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If we take into account all the results presented above, we can
conclude that the achieved level of sustainability reporting by the companies
in the sample is low and not satisfactory. Although the management from
90% of companies in the sample agree that it is necessary to report not only
on the financial aspects, but also on the environmental and social aspects of
business, the companies are not sufficiently familiar with the regulations
and guidelines in the sustainability reporting area and disclosure of
qualitative and general information in business report is still the dominant
reporting form among the companies in the sample.

CONCLUSION

In the terms of new economy there is a need for further development
of external financial reporting. The information needs of all company's
stakeholders are focused today not only on financial information, but also
on non-financial information relating to the environmental and social
aspects of business. In the time period that includes more than 40 years,
sustainability reporting was evolving from disclosure of ad hoc information
in annual report towards social reporting and shortly thereafter to the
systematic approach and preparation of a standalone environmental report,
then to the preparation of a sustainability report. In addition to the
environmental aspects it includes the economic and social aspects of business
as well as governance issues, to the development of a new reporting form
which implies the preparation of an integrated report in which the financial
statements are integrated with sustainability report. For the sustainability
reporting development of crucial importance is the establishment of the
GRI Guidelines at the beginning of the twenty-first century.

Unlike the developed countries, most of the developing countries are
in the early stages of the sustainability reporting development. When it
comes to the sustainability reporting in Serbia, financial and non-financial
reporting system did not provide opportunities, in spite of constant changes
over the last century, that companies (particularly the listed ones) could
prepare and publish a sustainability report. Serbian companies are still
focused on the traditional financial reporting, besides that at the global level
sustainability reporting is constantly growing and development process of
the integrated reporting model has already started. Some progress in the
development of the sustainability reporting in Serbia has been achieved by
the adoption of the new Accounting Law in 2013 that provides the basis for
reporting on the environmental and social aspects of business, although it is
not harmonized with the applicable laws of the European Union. On the
basis of the conducted empirical research in period from August to
December 2013 and statistical analysis of the data, it was found that the
level of sustainability reporting by the companies in the sample is low and
not satisfactory. Here we should have in mind that this research was related
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to the year 2012, i.e. to the period before the new Accounting Law entered
into force, when companies were not obligated to publish some certain
information about the environmental and social aspects of business in their
business report. It can be supposed, that the changes in the new Law will
improve to some extent the disclosure of non-financial information by the
companies based in Serbia. As shown by Cahan, De Villiers, Jeter, Naiker
and Van Staden (2015) even firms in the countries with weaker institutions
— comparable to Serbia — will profit from the economic advantages of the
CSR disclosures, because they are exceeding the market’s expectations. In
contrast, the managers of the sample companies are not aware in a
sufficient way that there is an interrelation between the implementation of
the CSR concepts and economic responsibility. Serbian companies should
change their attitude with regard to sustainability reporting, to become
more familiar with the sustainability reporting guidelines and to incorporate
the segment of sustainability reporting into their business systems.
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MN3BEHITABAIGE O OAP’KUBOM ITOCJIOBABBY —
HN3A30B 3A CPIICKE KOMITAHUJE

Maja CrojanoBuh-Bia6’, lanunen Bia6?, Jejan Cnacuh®
"Melyynaponna pesmsopcka dupma, PerensGypr, Hemauxa
%Karenipa 3a padyHOBOJCTBO H peBU3H]jy, YHuBep3uTeT Perems6ypr, Hemauxa
SYuusepsurer y Huiy, Exonomcku daxysrer, Humr, Cp6uja

Pe3ume

VY ycnoBuMa HOBE €KOHOMH)E 03U JI0 MOTpede PeHHKCHEpHHTa (PHHAHCH]CKOT
M3BeIITaBamka. HOBM KOHIIENT IOC/IOBamka U yIpaBbama npeny3eheM y KOHTEKCTY ofp-
JKMBOCTH TIOJpa3yMeBa OpojHE mpoMeHe, Mel)y KojuMa HCTHYEMO IIPOMEHE MOCIOBHUX
HPHOPHTETA M YCBajare KOHIENTa JPYLITBEHE OArOBOPHOCTH O] cTpaHe mpexyseha. Y
TaKBHM YCJIOBHMA TMOCIIOBamka MocTojehn, TpaIuinoHaTHA MOJeN (PHHAHCH]CKOT U3BeE-
IITaBaba CBOJUM JIM33ajHOM HE MOXKE Y MOTIYHOCTH Jia OJITOBOPH Ha M3a30BE BE3aHE 3a
peaHy OIleHy eKOHOMCKE U JPYIITBEHE BPEJHOCTH Ipeay3eha.

Kapna je ped o u3BemraBamy 0 OIPXKUBOM OCIIOBakbY, CBEOOYXBATHO U Haj3acTyII-
JbEHHj€ YIIYTCTBO 3a CacTaBJbamhe OBOT M3BEIITAja HAa TTI0OAITHOM HUBOY jeCy CMEPHHIIE
JOHeTe oJ1 cTpaHe [J100aaHe MHUIK]aTHBE 32 U3BEIITABAE, O YeMY CBEIOYH U HOJATaK
came opranmzaije na je 2013. romune Burire o 1900 npeny3eha u opranusanuja u3 76
3eMasba MPUIPEMIIIO U 00jaBIIIO M3BEIITA] O OAP)KUBOM Pa3BOjy CACTaBIbEH Yy CKIIALY
ca GRI cmepHumama.

Peny6muka Cpbuja, kao u BehrHa 3eMaiba y TpaH3ULUjH, HATA3U CE y PaHHjUM (a-
3ama pas3Boja JPYLITBEHO OJrOBOPHOI NOCIOBaKb-a U MOHAIIama mpenayseha. YV muby
yTBphHUBaba JOCTUTHYTOI HMBOA U3BCILITABAMA O 3AIUTUTH )KUBOTHE CPEAUHE, OTHOCHO
M3BEIITaBamka O OIPXKUBOM Pas3Bojy y npemysehrma koja nociyjy y Pemyonumm Cpouju,
CIIPOBEJICHO je eMITMPHjCKO UCTPAXXKUBALE y MEPHOY O aBrycra JIo JeremMopa Mecena
2013. rogune. Pe3ynratu ucTpakuBama MMoKa3alil Cy Jia, HaKo Cy CKOPO CBa aHKETHpa-
Ha mpexay3eha yrno3HaTta ca KOpHCTHMa KOje Ce MOT'Y OCTBAapHTH APYLITBEHO OArOBOP-
HHM TIOCJIOBaheM M TIOHAIIAKEM, HHBO M3BEIITABAbA O eKOJOUIKMM aCTIeKTHMA MOCIIO0-
Bama OJ1 CTpaHe THX Npeny3eha Huje 3anoBoskaBajyhu. Hamme, ox ykymHo 40 aHkeTHpa-
HUX nipexnyseha, 16 nmpemyseha obenonamyje onpehene napopmarije o 3amTUTH KHBOT-
HE CpeaMHE Y OKBUPY TOAMIILET H3BEIITaja O MOCiIoBamky, 14 npenyseha cacraBipa u3-
BEIITaj O OJIP)KUBOM Pa3Bojy, 4 mpeny3eha cactaBiba M3BEIITA] IT0J] HA3UBOM HM3BELITAj O
3aIUTUTH XUBOTHE cpearHe M 6 mpemy3eha yommre He M3BelITaBa O OBUM acleKTHMa
nocjoBata. MHTerprucann u3BeniTaj Kao HOBU KOHIIENT M3BEIITaBamba O (PMHAHCH]CKHM
1 He(MHAHCHjCKUM nepdopMaHcaMa I0CIIOBaka HUje 3aCTyIUbeH Koa mpexyseha o0y-
xBaheHnx y3opkoM. OBze Tpeba IMaTH y BUAY Ja o YKymIHo 14 mpemyseha koja o6eno-
JIayjy U3BEIITaj O OJP>KUBOM Pa3Bojy, caMo 9 mpemyseha npuMemyjy cBeoOyXBaTHO 1
HAaj3aCTyIJbCHHUj€ YIIYTCTBO 3a M3BEIITaBake O OAPKUBOM pa3Bojy — GRI cmepHmie u
Ja 'y cBUM (hopMaMa H3BELITABAMA O CKOJIOIIKAM acleKTHMa ITOCIOBaba OCMAaTPAHUM
3ajeIHO JOMHHUPAjy TOKa3aTeJbu MOTPOLIBE MaTepyjania, eHepruje 1 Boje, Kao U yoI-
mTeHH Tokasaresbi. OcTannx oberoamKBama y CKIIaay ca MOMEHYTUM CMEepHHUIIaMa
HeMa, ITo yryhyje Ha 3aK/bydak Ja je M3BEIUTaBae O 3alTUTH JKMBOTHE CPEIHHE O]
crpate npenyseha koja mociyjy y Pemy6muu CpOuju koja cy yKJbydeHa y y30pak Ha
HHCKOM HHUBOY.



