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AB TRACT 
Corporate social re p n ibtlit · ha r ived a great deal of public and local government 

attention worldwide and inK n, in th r nt years. Businesses have now been urged to make 
a more adcquat r · p >ll~ to urr nt i . uc of ocial concern. Overtime, these pressures have 

in th c unting profession towards developing an adequate and 
reliable syst m c 111' rn d with the accountability and evaluation of the firms social contribution 
to th ·i ty. Th i re ulted in the development of a new accounting boundary referred to as 
" ocial ace unting" taking into account the disclosure of social information to the users of 
financial tatements an area generally overlooked in the accounting profession in Kenya. 

This trend prompted the need for a survey in the above specific area of corcern. Three 
objecti es were set which will generally try to provide some empirical evidence relevant to the 
social accounting disclosure questions in the Kenyan setting and its overall acceptability by the 
Kenyan companies. 

The survey explored the nature and extent of social information disclosure in the annual 
reports of 43 quoted companies at the Nairobi Stock Exchange (NSE) for the past five year 
(objective one and two), and showed that the amount and diversity of social disclosure received 
momentum over the years. 

The categories of social information reported in the Kenyan annual rep rts generally fell 
into four br ad areas of intere t mainly human re ource, envtronment, the c mmunity and 
con urn ri m. However. c mpanie di c1 ed largely their human re urc and c mmunit ' 
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The information set to achieve the third objective was collected through two structured 
questionnaires which were admini tered t 4 companies. From the annual reports of these 
companies, 25 compani w r t un I t di lo the highest rate of social information in their 
annual reports and out of thun. Lc mplctcd questionnaire A with respect to the positive 
argument. toward t ·i.\1 inl< rmati n disclo ure. l8 companies which were considered to 
d isclosc th • I lW ·-;t I th ir ial information received questionnaire B with arguments 
against · ·1al inf rmati n di cl ure m the annual reports of which 13 companies completed the 
qu tionnair . 

The finding indicates that companies are aware of some of the aspects of the concept 
f ocial accounting. All companies agreed that it is of self interest to disclose social information 

as long as the company engages in such social activities. Furthermore, companies also agreed 
that the disclosure of social information provided investors with a more sufficient and reliable 
information to evaluate their investment decisions towards a company. This indicates that social 
information has some form of value to the users of financial statements. However at the extreme, 
companies pointed out that social accounting disclosure is still a weak phenomena in Kenya. The 
poor disclosure of social information by companies had nothing to do with the co t r 
confidentiability of social information towards the company operation , but the lack of a f rmal 
measurement and an adequate sy tern of reporting social activitie have generally pre ented 
c mpanie from adopting the y tern of social information di clo ure t the u er f financial 
tar men 

·erall, the e aluati n of the current ial ace unting di cl ure practice in Ken a 
p itive re p n e with the increa ingly rep ning tatu f i. l inf rmati n 

in th annu I corp rate rep r cr th ft\' earp ri d. ll w ' r 
th r i an uni rmity tht: 

th mp 111 nnu 1 till 
rm I di mp n • l m n t 

r m r r. 



HAPTERONE 

1 TRODU TION 
1.1 Background o tht.• ttHh 

The 'lC.:<.:llUntin' l r n idercd as the discipline of objective presentation and fair 
communicati n of th n mic and financial measurement, has in recent years been giving 
incr a in' att nti n t the tteld of ocio-economic accounting. This field has been defined by 
ybil (L970) as the· 

"ordering, measuring, and analysis of the social and economic consequences of govenunmtal and entrepreneurial behavior".' 

This profession which is known to borrow a lot from other social sciences like Human 
Resource Management, Law, Sociology, Economics, seems to have developed concern in the 
areas of Social Responsibility Accounting in order to keep up with the changing needs of the 
makers and users of financial reports as evidenced world-wide and in Kenya. 

This is evidenced in the recent KASNEB examination of 1995 which included a que tion 
on the area of social accounting; 

"Recently a research was conducted by Weru Curiosity Consultants. The research exposed the accountant ' lack of appreciation of the need for preparing employers and social responsibility statements. The report ~·ill be submitted to a group of accountants for discussion. Required: 
a. Explain the reasons for producing a report for emplo ees?. 
b. Elaborate on the scope of Corporate ocia/ Responsibility?."' 

Thi I an indicati n of the recognition and intere t in the ext tenc thi new Cl 

count in phen men n Ill the ace unting pr fe 1 n ylla u Ill Ken a. '1 hi 
th ccountin educational pr ram at the time when untin a new 
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the clients for more services. 

Social accounting ha b n d m d by Burton (1977) as; 

"the recognition, mta unm nr, till' I .11. aud disclosure of the activities of an entity which impact upon the fi cal, phy i al, r tm ttlfllll ll'C/l' bfing of those who are directly associated with the entity by geographic proximity or t1 mvt r r1, mplo e , beneficiaries of services, or customers or clients, or those who are imlirtctly t!/futttl hv th nflf ' operations. "J 

f 1al Re p n 1bility Accounting (SRA) has generated intense debate and 
intcre ·t f r alm t three decades . Part of the controversy stems from the term, social 
re pon ibility. The concept of business social responsibility implies obligations on the part of 

to make decisions or pursue policies which are socially desirable and which requires 
bu ine s to operate the system so as to fulfil the expectations of the general public. 

In this connection, management is being held responsible not only for the efficient and 
effecti e conduct of the business as expressed in profitability, but also for what they do in 
minimizing costs placed on the society by the company and in solving the endless number of 
social problems of the society they are operating in. This is a significant departure from the 
basic economic responsibility of purely generating profits. However the precise limits or 
boundaries of this concept still remain undefined. 

lnspite of the absence of generally accepted limits of the concept of busines cial 
re ponsibility. there is a growing consen us that bu ine s rganization h uld be ially 
rc pon ible. urvey by Holme ( 1976)4 and 0 tlund 1977 s have indicated that man bu me 
e utive have tarted t ary. e en if it m an a redu ti n 
an h rt-run pr w r n I ng-run return . Thi i al the ca tn n a. 



Kweyu (1993)6
, who tudied th managerial attitude towards business social 

responsibility in Kenya ob er. d th t II m. n, r interviewed agreed that a business that wishes 
to capture favorable publi im, 1 t: ''ill h. to h w that it is socially responsible and, efficient 
production of goods ·tnd n i t: is 1\( longer the only thing society expects from businesses. 

Th · KL'I\ ' Ill J\)\ ·rum nt and the public have also increasingly accepted this view and 
they 1ud, '"lCh bu in·· in term of its social costs and benefits contributed to the society as a 
whol 

In 1991 . the then tinister for Research, Science & Technology, Mr G. Muhoho 
commented "while we detest industries for polluting the environment we need them for creating 
employment and manufacturing goods which would otherwise cost the country much foreign 
exchange". He also reported that both Thika Cloth Mills & Kenya Paper Mills are spending 
Kshs.8 million to install treatment plant to reduce pollution and that the industries need to protect 
the en ironment. ln 1995 , the Minister of Environment and Natural Resources, Mr Sambu al o 
reported that the Government has directed three companies in Ruiru town to put effluent 
treatment works, two of them are from the nail manufacturing industry and one was a processing 
firm. A study commissioned by the government revealed that the three firm did n t meet 
environmental tandards on effluent discharge and thus polluting the air. 

Kenyan re idents' complaints also led to the closure of Kel hemical mpany and 
ulfuric cid 1anufacturing ompany becau e of p lluti n, noi e. and mel!. 'I he 

public al dcm nstrati n again t the c mpani which d n t c n idcr th w II 
b in 



With these changes in iety \alue , K nyan businesses may find themselves compelled 
to undertake social accounting b f b in pre ed to engage into and account for social 
responsible activiti . In thi r sp t, companie will be involved in a new form of disclosure 
by in ludtn th • com mi .utd '< ial aspect of their operations in their corporate financial 
report . 

1rp )rat I man i· I rep rt has been defined by Glantier (1988) as; 

"u lltllbtrlllt rtlt t of financial infonnation, whether numerical orqualitaJive, required or voluntary through fonnul or infonnal channels in order to furnish investment decision makers with financial infonnaJion about the reporting company".' 

n impetus towards corporate social reporting was provided by the Trueblood Report in 

1973. ccording to this AICPA study, which developed twelve (12) separate objectives of 

financial reports one of the objectives, was addressed to SRA and it pointed out; 

"an objective of financial staJements is to report on those activities of the enterprise affecting society which can be detennined and described or measured and which are important to the role of the enterprise in its social em·ironment". 10 

Therefore if financial statements are to be of benefit and to cater for the wide range of 
its u ers. financial reporting must incorporate Social Responsibility needs of the u er f 
tinancial information. 

The fact that there is a growing consensus that the traditional measuremen f 
p r ormancc derived from the Income tatement and Balance heet are t narr " t n.:nect 
·hat many c mpanie are tr ing t d r upp ed t trying t achie e in term ot their 

I a ti iti h I d t the in rp rati n f the ·und H w tatcmcnt , \ h 

dd d tatem nt and ;mpl Rep rt in th Cl rp rate annu. I 
mn mp ni rldwid . th m rpl r tion L t i I 
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• 1 



accounting disclosure can be acceptabl a a component of the financial disclosure of the 
company to enable it to cat r t r ll th n f the users of financial statements as per the 
argument above. 

"tht puMiruJicm bY th mpon (or other organizalion) of infonnalion to enable interested parties to assess iH ptrfvmwnc rn ( J 10/ ttnn ralhtr than just in tenns of profitability ".II 

tal ace unting disclosure is recognized world-wide. In 1974, the National 
iati n f cc untants in U.S. A carried out a survey among 695 of its members which 

revealed that 7l per cent of the respondents agreed that a system of accounting for social 
re p n ibil ity was needed. 90 per cent of the respondents identified a need for both descriptive 
and numerical measurement of social performance. 

We would therefore expect that in the fullness of time, financial statements would 
disclo e the economic and social benefits created by the enterprise, and economic and social 
costs incurred. In this way, they may disclose also the net contribution which the firm is making 
towards the society, whether positively or negatively. However it is still debatable; 

Arthur Anderson et al., (1972) pointed out that, the information necessary for pr per 
ethical enforcement and accountability to the broader social goal (of corporati n ) h uld n t 

be integrated with the information needed for economic deci ion 

ll i al o argued that such ocial rep rting cann t be d ne ince there i n a rcement 
ab ut th of rep rtin r the elemen that h uld b includ d: l { w can we d 

m thin d and ho d it . 
It th t th I ck ial a oountin di cl ur i al pr mptcd th 

di It ulti 

nt m ur ment di 1 uh • in m 
n in di ur J tn d Ul th t; 
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"There does not exist the same banitrs to full disclosure in this area as there exists in other areas such as pollution. The measurement of a fimJs 's huma11 resources is more objective than other social costs. Til ere can be objective standards to mta ure minority recruitment and employment and occupational health and safety. Because of the rtlmi~·t ta t of fumishing this infomzatioll, there is 110 reason why ill the very 11ear future these and othtr mtallill~lll \1/Utmtflf.f cannot be prepared along with the conventional financial stattmtnt".ll 

,\ ~HltHin also argue that a company should engage in social 
in the fir t place, it is good for public relations. If a company . . 

·ial a ·th iti . then it i in the company's interest to report to the society its 
rs pur·urn• 

achievement and c 

It i al o argued that some corporation are not really interested in socio-economic 
accounting di clo ure because, in reality, it will make them look much worse by the public since 
they do not engage in such activities. 

These statements encapsulates some of the views about the need for and purpose of 
corporate social reporting and hence bring out the existing debate for SRA. 

Ne ertheless, the corporate report (1975), issued by the Accounting Standards Committee 
of United Kingdom, identifying seven group of users (constituting Management, Investors, 
Creditors, Employees, Financial Analysts, Government and the Public) of financial information 
from having a reasonable right to receive information from corporations, did rec gnize indirectly 
the need for ocial accounting disclo ure. 

By identifying and rep ning ariou ocial cost andre ponsibiliue m the annual rep n . 
l1 m m o the p pulati n will thu benefit: 1anagement in planning g l and ctting 

pri riti , hwe t r in makin more appr priate in e tment deci i n fr m incrca cd di l un: 
rp air , and the Public by ·n win h it i aftect d by th tivitie f th 

in lud inf< rmati n on th c mpany ' 
ti n, th mpl l c mmunit • nd th nm nt . 

; r. 



Overall, since the accountant i naturally known as a communicator in his process of 
presenting the firm's economic activiti in au eful manner, it will then be good for the firms 
who have implement d iall I r pt n tbl pr ram, to communicate their social responsibility 
efforts and the result t l th t they can make their evaluation. 

Alrcad , t • )11111in1 is inning to play an important role in the activities of 

re c ncerned with some of the serious social problems such as 
urban con' '·ti n . p vert I. p llution and crime (Estes 1972)13

• lt also plays an important role 
in measuring nati nal economic health, and has the potential to contribute to the development 
f national measures of the quality of life (Terleckyj 1973)14

• 

Support for social accounting may thus be based on three proposition; 
1. that companies have social responsibilities. 

2. that companies should produce social reports. 

3. that social reports should be produced by accountants in an accounting format. 
This concept of socio-economic accounting is thus expected to widen the scope of 

conventional accounting by considering the social effects of business decisions as well as their 
economic effects. 

Furthermore, the cope of social accounting information varies c n tderably am ng 
companie . Bere ford 1974)1s analyzed the reporting of social in rmati n by the f rtune 5 
indu trial c mpanie and found that the ocial type of perf rmance di cl ed am ng the c 
c mpani c uld cla ified a br adly as foil w : 

nvir nm m contr I 

in rit mpl •m nt 

nl t 7_ , 



3) Responsibility to per onnel 

4) Community activitle 

5) Product impr v m nt 

To dat . om· K n · n l mpani appear to have also recognized the need for social 
accounting dis ·lo u1 •. l h tatement in the Barclays Bank of Kenya Limited annual 
reports and ·1c · 1unt 1 Q94 tate that; 

"We hln' c 111in11td t rtco niu the need to contribute to the social and economic well being of the comrnumtit m ·dich 't operaLe. 1994 was another active year on our social responsibility front. Altogether a total of o~·tr h Um ·as disbursed to 277 organiwion throughout the country". 16 

Brooke Bond Kenya Limited annual reports and accounts 1994 also pointed out that; 
"Brooke Bond has participaLed in the activities of the lake Naivasha Riparian Owner Association whose objective is to manage the preservation of this virlually important area of natural beauty ....... During the )'tar, there wert improvements in the hospital facilities. New equipment for blood analysis was purchased for Kericho". 11 

These disclosed social issues among Kenyan companies through the annual reports 
uggest that there is an acceptance for this new phenomena among management who see 

them elves as being socially responsible. 

Beresford (1974) 1 argues that social disclosure practices varied considerably in c pe . 
format. u e of quantitati e and financial measures and the significance of the ttcm dt cl ed. 
He carried ut urvey in the U. and found that ocial informati n dt cl ure ha m re cd 
dramaticall m the recent year . Thi urvey conducted over time re ealed th three b ic 
ppr he t w rd ial di cl ure employed by a number f c mpanic : 

em r l 



1). Separate sections in annual report which were usually described as social reports. 
2). Separate section in th Pr id nr ( hairman's) letter to shareholders , very often 

addrc ed t 

3). ov ·rag ot 

'ompar ·d to th 

: part of major topics of interest in reports. 

( ial accounting disclosure in the U.S and U.K, the scope 
of ·o ·ial rc-.ponsibilit · di I ure in Kenya is limited. No near insight of the first financial report 
to includ • numeri 1\ ial ace unting disclosure exists apart from some few companies 
di c1 mg thetr 1al c ntribution through their chairman's reports. 

The intere t in the disclosure of social responsibility activities is a recent phenomenon 
in Kenya. The manner in which social information have been reported to the public is in its 
earlier forms of disclosure. Esmailjee (1993) in his paper on "Social Accounting , The State of 

rt", pointed out that social accounting in Kenya is in its earlier forms; Companies highlight 
their social acti ities in their annual reports mainly in descriptive nature. Reporting tends to be 
very brief, sketchy, and least informative and not in financial terms. 

This indicates that social performance is not reported in a systematic manner am ng 
companies. Although many corporations are taking part in social responsibility program , we 
e. pect a ariety in the form of di closure in Kenyan companies annual reports. 

Thi indicate that the form of disclosure for the few companies that ngage m RA 
di cl ure are e. p cted t differ in their ial informati n content and will ar c n id ra I 
m individual trm decide r them I e the nature th ir ial ace 

deal t in y enyan rp{ r u~ n 
r tandard h n pr d b th In titut f cnil1cd Pub\i 
p K 

umc.:d h .. 

thi in rm tion lunt ril • t \ tl 
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Finally, since social accounting i b \i ed by others to be the beginning of a major 
expansion of the boundarie of a 

Assuming that ocial untin 

untin , th rs may believe it is a passing cloud. a curiosity. 
m. rks th beginning of the expansions of the accounting 

boundaries as ccn in th • U .. \ , ur ying the area would be a step forward to Kenya's 
companic · int ·r · 1 IO\\.lr 1· counting. Thus it would be appropriate at this stage to 

t p urvey the areas of disclosure , the trend of social accounting 
discllrur am tP th communities in Kenya, and why some companies undertake such 
a di clo ur while other do not. 

1.2 tatement Of The Problem 

According to the concept of business social accounting, business corporations should 
incorporate social accounting information in the annual financial reports to users of financial 
reports. Furthermore, with the advent of the era of "transparency and accountability", the 
demand for social accounting disclosure is increasingly being of concern to the society at 
knowing the desirable and undesirable byproducts of economic activities. 

Today, active consumer groups, the public and the government departments demand it 
and in future legi lation promoted by these group may make it mandat ry. But t date. the 

ompanie ct (C P 486) of the laws of Kenya, which go ern and regulate the acu tue f 
c rp rati n m ·e n pro i ion for the requirement f ial di cl ure in the annual rep ns 

th 

c rp r ti eith r ha I P (K) devel p d any tandard that deal with the m ur ment 
p nsibiliti umed by the individual nterpri t: n r d 
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1993), there is lack of any organized r earch tudies and literature in Kenya that has been 
devoted to the study of corp r t unring disclosure, unlike in the developed economies 
such as U.S.A. and rudie have been conducted on the various aspects of 
the concept of ochl •t um in 

D · pitc ' Untin di cl ure being a new phenomenon and the lack of any 
rd thi di clo ure in Kenya, companies are voluntarily engaged in 
p n ibil ity activities in their annual financial reports and it appears 

that companie have progressed substantially further than the literature. 
However the areas trend determination and the reason behind this disclosure is unknown. 

In thi atmo phere, what areas of social responsibility activities are disclosed in the annual 
financial statements? Is the trend towards Social Accounting disclosure improving? what 
categories of companies undertake more of social accounting disclosure and why some 
companies are more involved in this disclosure activity as compared to others? are some of the 
pertinent questions that need to be answered. Thus the present study will therefore address itself 
to these questions and attribute some knowledge of this field of social accounting to the Kenyan 
company's financ ial reports and hence would contribute immensely on its rep rting tatu in th1 
pan of the world . 

1.3 bj 
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1.4 Importance Of The Study: 

This study is expected to be of int r t particularly to the following. 
1. Business Community: 

Knowledg of mp nit:s t ( 1111 n in the area of social accounting disclosure will 
undoubtably contribut · m awareness to the business community in deciding what 
efforts to •iv · in m.l·r t' m k a m re appropriate means of disclosing social accounting 
information in th ·ir hnan i tatements. 

2. orporat ountan . 

orp rate ccountants would increase their knowledge on SRA and hence meet the 
challenge to come up with a systematic manner of disclosing such information. Accountants 
\ auld hence expand their services in the area of social disclosure to the companies. 
3. tockbrokers and Security Analysts. 

Since they provide advisory services to investors, this study will be an invaluable source 
of ocial information from companies to stockbrokers in providing investments advices to 
ocially sensiti e investment decision makers. 

4. The Institute of Certified Public Accountants of Kenya (ICPAK) 
Knowledge of issues surrounding social accounting disclosure is likely t be u eful in 

furthering the intere t of I PA(K) members into thiS area. It w uld c ntributc immen ely to 
predict the future n the tate of ocial reporting in Kenya and therefore in thi re pect w uld 

uid the tandard · tter n are requiring regulati n . 
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6. Academicians and Student . 

This study would in r th~.:ir kn wkd n the issues of corporate social disclosure 
in the Kenyan ttin it i ntribute to the available literature to the concept. 

1.5 Onrvil'W or t h • t \1 h: 

'1 h • pr ~ ·t r r anized into five chapters. Chapter One gives a brief introduction 
pment of SRA process worldwide and in Kenya. The chapter also 

bring ut the tatement of the Problem, the Objective of the Study, its Importance to the 
Kenyan environment and an Overview of the research report. 

The econd Chapter, reviews the existing literature and some empirical studies on the 
area pertinent to the study especially the existing debates on social responsibility , the need for 
ocial corporate reporting against Generally Accepted Accounting Principles (GAAP) and the 

reporting standards. 

Chapter Three, deals with the Research Methodology which covers the Research Design 
and Data Analysis Methods used to achieve the objectives set in Chapter One. 

The Fourth Chapter deals with the findings of the research which are pre ented and 
di cu ed in ~ rm f Percentage . Mean . and -efficient f Yariati n. 

The Fifth and Last hapter. deal with the ummary of the mding f th urvcy. me 
R mmen ati n , onclu i n, imitation of the tudy and m ugge ti n ~ r tuture 
r arch n th ar o RA in the Kenyan ttin . 



2.1 THE 0 

2.1.1 lntrudu ·ti m 

In the p·t t I w 

ceo nom 1 • pr · sur p 

HAPTERTWO 

IT RAT E REVIEW 

rp rati n have been receiving mounting social, political and 
r atcr attention to the wider social and environmental consequences 

f corporat activiti in the deci ion making process. The governments, which have been known 
graduall to · ume the greater responsibility for many social and community service, have 
greatly limited their social activities front and this has made it necessary for businesses of all 
ize to play a new and dominant role in social responsibility. As a result, corporate managers 

are adopting a new attitude about their role on the kinds of social responsibility activities their 
companies should undertake. 

According to Davies (1960), business social responsibility implies; 
"busintssman 's dtcision a11d actions talc en for reasons at least partially beyond tht fimt 's direct economic or ttchnical intuests". 1

' 

Management is required according to Davies's definition to have a wider perspective and 
e tend their vi ion beyond the traditional busine s intere t of maximizing hareholder' v.ealth. 

ocial re p n ibility here occurs when a firm recognizes that tt is not merely a c untable t 1t 

hareh lder- butt the ociety. Howe er the ace unting profe i nal b die failure t 

pment ial ace unting i partly duet lack r agreement that 
u h 
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2.1.2 Arguments in favour of Busine ocial Re ponsibility 
Companies assume a contract\\ ith th iety which in otherwords implies that they exist 

by the implicit approval of th ir "ht ,t" sl ic.:ty thus mu t fulfil the wishes of that society if they 
arc to . urvtv . Sin ut m q ri l Wl:S its existence to the society, it is argued that its 
legitimacy d ·p ·nd on it· by the public and in meeting the conditions set by the 
society. '1 hi· impli •· thnt th. iety give a business its charter to exist and that charter can be 
revoked or· m nd d t n time when that business fails to live up to the society's expectations. 

Thi h w that c mpanie are expected to be more "socially responsible" and therefore 
member of bu ine e must accede to what the society demands from them to survive in the 
indu try. Refusal would earn the businesses the wrath of the society. 

Enterprises also need to engage in social responsibility activities in order to minimize any 
governmental intervention in the business. Government intervention in the business industry 
leads to imposition of new regulations that govern the activities of the business. For example, 
when Kel chemical (K) Ltd proved to be a health hazard to both the workers and its immediate 
external en ironment, the Kenya Government intervened and led to the closure of the company 
due to the nation-wide concern. These regulations tend to be costly to busine se and hence 
re trict the freedom o the company's flexibility of making deci ions. 

Enterpri e are kn wn to acri tce their resource for some ociety gain . The e ' tal 
ain p t d lO improve the enterpri e' image thr ugh iety appreciati n and upp rt 

firm in turn b nefit by gaining m re cu t mer . ell r empl yec . and 
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It is also argued that bu ine men have vast amounts of social powers which in turn 
affects the disadvantaged. Bu inc t:: intlu "'nc the life of individuals in various ways like 
controlling eating, w rkin , t.lrl in :\Ill kaning habits. Hence it will only be fair that they are 
given qual amount o r · 1 tm il iliti commensurate to their social power. 

II 'lei (I > r u d that many of the problems facing the society are a making 
of bu-.inc-.s · throu •h ppli ti n of inappropriate technology in pursuit for their private gains. 
lt i known that the modern social system is so complex and interdependent to many internal acts 
of bu ine e t influence our external world. Since enterprises are responsible for the social 
c t impo ed on the society by their economic agents, it is argued that it is only justifiable for 
them to undertake the responsibility of solving such problems created by their undoing. 

It is also argued that business have the additional resources to handle social problems. 
ince other social institution have failed in solving social problems, businesses should try to 
olve these problems on the economy in which they are operating in. 

Overall, companies might reject the principle of extended social responsibility, but it still 
behoves them to stay ahead of public opinion on matters of social concern or place the future 
of the tirm at take. 

2.1.3 Argumen against Busin 

hi tion repre en the 
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"stewardship" responsibility and i accountabl to hareholders as far as their responsibility is 
concerned. Management hould b p n ible as individuals and not as stewards of the 
firm. As steward , th y h v n k ,,\ ri )ht t direct resources to socially responsible activities 
as it will not only rt.:du · th .lrnin' ,\l ility f the firm, but also lower the dividends and price 
of the ftrm' · o.;to k. 

'I ho · · wh 1 ain t corporate social responsibility usually start with the 
t \~hat c n titute social responsibility. Most people agree that companies 

ha e ·octal re p n ibilitie in a general way, but this does not mean much unless these 
re pon ibi\itie are defined. However there is no agreement between the business community and 
ociety to what constitute their social responsibilies. Their definitions of social responsibility are 

therefore likely to be inconsistent, arbitrary and subjective as a social responsible policy towards 
one group may be against the interests of another. Therefore a company's acceptance or non­
acceptance of its social duties lies on its own accord and not to the discretion of the society. 

Social responsibility also acts as a constraint on the firms wealth. Without doubt, the 
creation of wealth is the major responsibility of a business. Acceptance for further social 
re ponsibilities would place restraints on the activities of the business towards any wealth 
creation opportunities of an already burdened and threatened competiti e sector f the ec n m . 

hi will affect not only the hareholder , but the employee , the cu tomer and the management 
o the company \\hen they engage in ocial activitie . 

argument i that c mpanie are acting primarily In the intcrc l r 
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Companies lack of perception and appr priate knowledge, skills or expertise to work 
effectively with social i u . n thcr argument put forward against business social 
responsibility . 'I ho tr in d in thi. ·ph rc are government officials, politicians , voluntary 
organization, and i IIi t , nd 11( t the business community as they really do not feel at home 
in Mx:ial matt ·r . 

ial r p n ibility also further their argument by stating that enterprise 
ha c enough p wer ' ted in their hands. Undertaking social responsibility would imply 
concentrating economic political and now social power in the few hands and this may lead into 
e. ce ive concentration and misuse of power by the few. 

Finally, there are costs of meeting these social responsibility when a firm engages in 
ocial projects while its competitors does not. A company which pursues a policy of increased 

social responsibilities compared to its competitors will not only limit its opportunities, but also 
likely to incur high cost of production through extra social affairs. Therefore. if businesses are 
pushed into social obligations, these additional costs will drive out marginal firms who are 
unable to compete, both in the domestic and international market. Thi make s cia\ 
re ponsibility invalid to the business community. 

Furthermore, the co ts incurred by the firm in discharging their ocial re p n tbtlity i. 
lik ly to be m t by the cu tomer through price increase. There~ re, the burden f any ' tal 

hi t the c n umer thr ugh hi her price n g 
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It has already been seen that th r i a fear of acceptance for an expanding social role 
to businesses which will in it bl · pr u e un~ rtunate results to the business and the society 
as a whole. " Busin f bu in s i bu. in , . "n and that social responsibility is a departure 
from the protit iu ·>I> 1 

•• But th t: t that bu ·inesses are dealing not only with the business 
community but 'll 'tl with th '' i r iety , corporate managers will have to consider the needs 
of all th · Ctl'lliti )1\ •r lU in mind t operate smoothly. 

'I h pr i n " the public' right to know", and the society's pressures upon the 
compame t rep rt and e. plain their activities, has resulted in individual companies becoming 
m re intere ted in the development of new and improved means of communicating their 
c rp rate activities through social accounting disclosure. 

Not surprisingly 1 these arguments conflict, and produce no simple answer to whether 
companies should accept additional social responsibility and therefore engage into social 
accounting disclosure or not. Given the arguments"for" being most persuasive, and if the law 
is an expression of the demands of society, for example in Kenya, those judgement ex pre sed 
in Acts of Parliament which include the Employment of Women, Young Person and hildren 
Act(Cap 227) the \Vorkmen's Compensation Act (Cap 236) , the Dangerous Act ( ap 245) , the 
Factorie Act (Cap 514), then these defined social re ponsibility d es command a general 
acceptance for all c ncerned. 

ll in all, the ommittee for conomic eve! pment tated that "it i n l a right but a 
duty upport iety in the intere t f I ng run b ne ti t"·3 heref re bu tn 

d r publ ic demand . h mu t n t nly pr ide quantitie ( r 
ut \ c ntribut t th qu lit f li e. ur ·iv I d nd n the rc p n e 



2.2 THE CONCEPT OF SOCI L CCOUNTING: 
2.2.1 Introduction: 

The recent favour bl uitudt: f th n cpt of social responsibility among the users of 
financial r p rt. ha r ult d h) th~: dl:\ dt pm nt of the concept of Business Social Responsibility 
Accountin'. l' ·oumin • \ in . wa f mea ·uring and reporting values that enable decision 
makin . nee I 1 1 im: 1rp rat .i I ace untmg. The question of for whom, how and when social 
account in 1 ·hould pr pared i yet to be answered. 

n ibility accounting stems from the concept of social responsibility. 
ccordingly it i reasonable and logical to argue that accounting profession interest towards a 

more corporate measurements and disclosure, should assume the role of informing the public 
of the ocial responsibilities of the company. 

The concept of business social responsibility as indicated earlier underlined the debate 
about social responsibility accounting. Like its "parent" social responsibility, there is I ittle 
agreement as to what constitutes social responsibility accounting. This is a characteristic of a 
developing area. 

In the light of this background, social accounting is defined as: 
"tht proctss of stltcting finn-ltvtl social ptrfonnanct variablts, mtasurts, and mtasurtmtllt proctdurts; SJSltmarica/1,~ dtl't/oping infonnation ustful for t~·a/11ati11g tht finns social ptrfonnanct; a11d communicatrng such injonnation to conctrntd social groups, both withifl ar~d outstdt tht finn". u 

rep rt o the ommittee on Ace unting f r ial Per rmance tablt hcd by the 
m ri n cc uming ociati n in 197615 , pro ided a m re br ad r c n pt f tal 
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(iii) measurement of selected ial c t 

(v) 

(iv) a ountin r put I i . rnm ntal) program 

Th u•h · llllp.mi · · d re ni1.e the need for social accounting, and practically publish 

information r tl 'tin th1 rea. there is an absence of generally accepted techniques applicable 

r r di d ing thetr ocial acti ities among companies. The corporate report (1975) concluded 
inter-alia on the i sue of social accounting that; 

" ..... in our opinion, such a proposal should be impractical aL present time since the necessary generally agrted measurement techniques are not available". 26 

The need to find a way forward has prompted some authors to state the objectives 
towards which social accounting information might be directed. Romanathan (1977)27 suggested 
three objecti es for social accounting information; 

l) to identify and measure the periodic net social contribution of an individual firm, which 
includes not only social costs and benefits internalized to the firm, but also those rising from 
the externalities aff cting different social segments. 

-) t help determin whether an individual ftrm's strategy and practice which directly affect the 
relative re urce and p wer tatus of individual, communities, cia I egmen and generati n 

nsi t nt with \ id ly hared ocial prioritie on the hand and individual legittmate 
n th thcr; and 

in n ptimal mann r t all ial c n tilu n r I ant inf rmau n n a 
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The first two objectives are a pre-r qui ite for the achievement of the third objective. It 
is necessary to attain the e m a urcm nt bj tivcs to realize the third objective which is the 
reporting objectiv . 

2.2.2 DcVl·lupm ·nt uf th <Hl pt of 'o ial Responsibility Accounting. 

S~ ·hl ' '~Unttn• li m t recent developments in this field has its origins in the 
U. Th h pr ided a breeding ground for ideas because of; 
l. phi ticati n 

tr ng government 

ecurities and Exchange Commission (SEC) 

The 1970's appears to be the years in which the initial academic interest and development 
progress towards social accounting occurred in the U.S. A number of Social Accounting issues 
have been the subject of committee deliberations and reports by all major accounting bodies in 
the U.S during this time (1971, 1972, 1973, 1974, 1975}, and in addition a number of these 
i ues have been also a subject of learning and rule making by the SEC and the basis of a 
number of serious attempts by accounting academics to develop a comprehensive theory of 
corporate ocial reporting. 

arl 1975. that fear orne guardian of investors interest ( ) was sued in a . dt trtct 
coun for failing to adopt regulation requiring broader disclo ure in the environment and equal 

PP rtunit area. During the year , c nducted a public h aring n the p tbtltt 
l ure o matter primary c ncern in the tat m nt and r c rp rate 

m rm, ti n w uld b u eful in invc l\ r 
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2) Litigation commercial or known t b c nt mplated against registrants by a government 

. I nvir nment regulatory provision. 
3) All other envir nm mal in rm. ti n l f whi h the average prudent investor ought reasonably 

to be inf rm d. 

r\ 1 r th n rr . N tall decisions should be viewed from the "eyes" of 
th · 1nv · ·tor· . m ng the seven groups of people identified by the corporate 
r •p 1ft ( lQ7 ) wh h.w' ted intere tin a business organization and its activities. SEC's view 

larg I mtlu n its p ition as a guardian of investor's funds. 

During the arne time the House of Representative in U.S introduced of a bill referred 
as the " ati nal Employment Priorities Act of 1975" towards corporate social performance. 

The bill required prenotification to affected employees and communities of dislocation of 
bu ine s concerns. to provide assistance (including retraining) of employees who suffer 
emplo ·ment loss through dislocation of business concerns, to business concerns threatened with 
di location of and to affected communities to prevent Federal support for unjustified dislocation 
and for other purposes. 

Hence by 1976, the American Accounting Association had already e tabli hed ix 
c n ecutive year committee to investigate various dimen ions of the broad field of " cia\ 
ace unting" . 

o P cific date had been fixed for the fir t corporate ial perf rmance di cl ure but 
' r th ocial di c1 ure in the curred me time bef re the publl 
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pr 

untin ard r th m urement and rep rt1n 

urn d n r r quircd law. rcponm . '· I 
m li r c mp ni in th I I ti )n, m f the l: rly l ~~ I 

nn rt l I r th car \97 \. 

ru 1p t n" 



3. Minnesto Mining and Manufacturing C mpany produced a report in 1975 titled, "Report 
on Equal Employment Opp rtunity". 

The standard h w v r de\ d pc.:d 1. tcr partially though steps based on the areas of 
social concern. for ·un nt r d n ~.: mployec issues like; 

i) Ac<.:ountin' uti r rtin • d mcd pen ion plan (1980) 

ii) n int rmati n (1980) 

iii) cc umin' r r t rminal ene 1ts paid to employees (1983) 

iv) Di I ure f the p t retirement health care and life insurance benefit (t 984) that can 
be quantified. 

2.3 THE NEED FOR AREAS OF SOCIAL ACCOUNTING DISCLOSURE: 
Corporate social accounting, at its most fundamental level , is not more than an internal 

information system designed to allow the comprehensive assessment of all those corporate 
re ources excluded from conventional information system. 

Corporate resources as in the contexts of social accounting can be defined as including 
labour force(employees), customers, the environment and the community. A change in each of 
the e re ource with respect to the firm will tend to affect the value of the firm. Real value here 
implie its ability to generate profits in the present and the future. 

The areas of ocial accounting devel ped from the u er of corporate rep rts concern 
t \\ard then d or m rein rmati non the c rp rate re urce whtch em t ha e a greater 
amp t n th c mp ni p rati n and the management f the 1rm re urce ertime. 

• n n t pi tt , p rl m ti artd mana trs, di runtltd w tomtn , tnrtl. supplitrs, ho tilt commlllllflt , trnmtnt Petal t h can cripplt tht optrarions of tht corporartorr . "1 
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i) Employees; 

Employees being on f th imp rt nt lement of the corporate resources has currently 
been included in th t untin:r y tern referred as human resource accounting that 
is accounting for ·mplu t: • hew that they have an identifiable effect in the resource 
vatu· of the linn. I hi r ur t rm ne of the area of cornern towards corporate social 
rc ·ponsibilit n h \\ell being of the employees. Employees are known to affect the 
ompan · · in dift r nt direction for example, a new semi-skilled production worker is likely 

to c t a c mpany l in terms of the amount to hire, train and familiarize with his job than for 
a manager. 

In the process of their employment contract this resource (employees) are expected to 
face with minor accidents during their daily routine work, which could amount to several 
hillings in medical attentions, losses in production, investigation and reporting costs and finally 

accidents compensations. Similarly, this will affect the employees job turnover, incorporated by 
high recruitment and training costs. Without these factors being put into consideration, it could 
lead to low productivity. If we add these costs, the total would in many companies today be 
urpri ingly and frighteningly high. Therefore. these factors have a great impact toward the 

c mpan ' re ource value as chances of success are impro ed when training, job enrichment and 
upgrading programs are a ailable towards this re ource. lnve tments in empl yee are c tly. 
nd th ir imp t i o pr und demand t the u er c rp rate rep n in making their 
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when not put into account will have a great impa t on the volume of returned goods and hence 
the real value of the corporat r ur in sales is probably the best indicator of a 
corporate inability to 

constd ranon on c lll um ri m 

complamt <.1 •tnrtm ·nt. hi h I 

and tttcr .. , · · I • w tnm nt , 

iii) Envir nmenta\ ontro • 

m~.:r d mand and make profits in the future. Poor 

an rc ult into heavy complaints, law suits, larger 

rnpcn ati n, high advertisement costs to the company 

customer protection on the expenses of the company's 
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f nrane\a\ sUltement& \n mak ng lnve lment dee\ \on . 

ically, thi means accounting for pollution. Pollution has been receiving recognition 
by the accounting profession. Lack of attention to these environmental factors can greatly affect 
the c mpany s operation. Poor control of the environmental factors brings out law suits which 
could be passed against the company's through higher costs of production. Public complaints can 
affect the reputation of the company's name and hence moves the focus of management ume 
from its u ual responsiblity of making profit into solving other problem . Continued c mplain 
c uld mally re ults into in estigation by relevant authorities toward the c mpany' perati n. 
ln c o a negati e re ult, thi would imply high unproductive in estments by the hareh lder 
nd al r ullin int le i lative c n traint affecting the perati n f the c mpan thr u h 

P lluti n c ntr l, tr atm nt plan and at time act ry cl ure like th K I h mica! Indu tnal 
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iv) Community Involvement; 

The influence of the mmunit · tn lv mcnl, whether through higher rates or poorer 
local service can aff r. t rc l ur . and perf rmance in one way or another. Taking 
alcoholism and dru • llllllll' th I. b ur f()rcc could result into recruitment of low productive 
work ·rs, hi •h ·r m lii ll \: t , in c urity and delayed in return on investments. Community 
<.:omplaints \.)\11 i \I I d t ·· of ·ales and thus returns on the corporate resources. 
'l here for . nlv \\ ith c mmunity information disclosure, can decision makers really understand 
what i happ ning and h the company's operation will be affected in the present and the future 
before making any investment decisions to benefit them. 

Overall. the costs in each of these areas are real, they affect profits and cashflows and 
con ume management time. They indicate a waste or a loss, just as machine breakdown or bad 
debts. As such. the alue of these resources to the company is no less than that of plant and 
machinery. Just as inadequate or ageing machine will be detrimental to production efficiency, 
o will an unstable and inefficient community and the environment in which the company 

operates in. 

Therefore it is impossible to evaluate the importance of these influence that i cu tomer , 
the environment to the company and the magnitude of any waste r I e being mcurred. n r 
t d t rmine what a tion are required to rectify thi ituati n with ut the c mpani di cl tng 

in rmati n. Thi h n ce itated the ne d f r ial ace unting di cl ure f r 

th real alue the c rp rate rc urce the c mpany. 

tment m till b a a\id m th d t r 
p l nti 1 n ~· in nn nt . , clu in th p ibl m mi ctll.: t"i 

th 
n impl unpr u ti ' in ' tm nt d i h n nth · utur 
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2.4 SOCIAL DISCLO URE 

2.4.1 Introduction 

'orporatc ial t umin 1 r 1 ( rtin' 1 • rapidly trying to become normal business 
practic in th · wort I. I h m un l urp< f • cia! reporting or disclosure is 

"t(J pnmtlr mfcmr• 111 n n , r in rea ingl ) to account for the social policy in order to provide a general illltJ:hl ilt/Q tht t ial p l1 p11 utd b the organization ". 29 

D "I tt • u h ' id pread and growing concern and support for accounting for corporate 
ial pt!rf rman . pr gr has been slow. 

"A.ppartntl·, no corporation has yet designed or implemented anything approaching a systematic infonnation )'Sltm for its socially rtf evant actions". Jo 

urvey published by one of the US "Big Eight" firms of public accountants, Ernst & 
Ern t, reports that 91 percent of the Fortune 500 corporation had provided social responsibility 
tatements in their annual reports in 1976. From the data taken from the annual reports, the 

trend howed to be impressive. In 1971, 239 companies out of the 500 companies engaged in 
ocial di closure in the annual reports. In 1972,286 companies, in 1973 was 298 . in 1974 it wa 

-l25 companies and in 1976, it was 496 companies. This indicated the direction of s cial 
rep ning development in the . Thts report showed an increase in the number f c rp rate 

ial me urement di clo ure and an indication f the upp rt f r the c ntinuati n t n 
imp rtant trend in ocial ace unting di clo ure . 



2.4.2 Approaches towards ocial Disclo ure. 

Surveys conducted o er tim that three basic approaches towards social 
disclosure are employ d. Dill g, ndt ( 1973)31 have identified four major approaches 
to social r porting whi h in 

I. lnv ·ntor · PI f\ h. 

Pro •ram ppr ach. 

utla ' ppr ach . 

4. pproach. 

The e rep rts on ocial responsibility performance ranges from simple, totally subjective, 
verbal reports to complex, financial reports. 

2.4.2.1. Descriptive Approach (Inventory Approach). 

This appears to be the most prevalent form of social reporting. The descriptive reports 
merely list corporate social activities and are the simplest and least informative. An example of 
uch a report is in the section of the chairman's statement of the Kenya Commercial Bank 

Annual reports and Accounts 1991: 

"Tht bank auacht5 grtat importanct to ~taff training and dt~· tlopmtllt becariSt it know~ that ill a compl'tifll•f tnict i11duury such as banki11g tht quality of its staff will ultimattl dttmmnt its marktt hart a11d gtntrol profiJabiliJy. Wt art thtrtfort dtttnnintd to makt optimal invtstmtnts in our human rt~ourcts btcau t only b doing so can wt assurt our cu stomus of rtctiving high qua/iJ stn•tct wlrrch thtv ttllti to t ptcJ from u ". ~~ 
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to the 

Another example can be n ted in th n of Firestone E. A. Ltd annual report for 

.. l•imtoJtt will alwav lm't w adtw t t\ lit II t 11 pttfontwllce, srtpetiorlty in its finished products aud a l11}(h dtgru of t//tcttllcv, utllt·w • t~//nnu/clb/1' r ~ollrces to maximum bmefit of employees, shareholders, cu tomtn 111111 tht vmmwr t .~ lrlJ 'I', "'1 

I rom th • hH ' lin' qullati n. mana >emenl see· itself as being social re p nsible simply 
t m ptimal investments in human resources and satisfaction 

'lh to prepare as it requires no comments on how well the activities 
ar performed r what acti ities are not performed that should be performed and how much 
financial re urce were in ol ed. 

Pr gram management approach can also be considered as a descriptive one which 
in olve bringing out the summaries of the social objectives and activities, plus an assessment 
of the extent to which those activities met the objectives. This can be a simple word summary 
hawing the social programs undertaken, the amount spent on each activity and whether the 

program objectives were met. 

However critics argue that these are either direct or indirect business co ts and as such 
the e activiue doe not actually reflect the true picture of a company being 

mparability of financial c mmitment to s cial activitie over time and acr s firm 
imp ired \l.hen firm ad pt thi approach. ritical votce a\ o have argued that many ial 
d cripti e r p r are n thing but public relati n ge ture meant t ward ff gra r t attack 

• H k l 7 ) and are ad pt d by c mpani . which elicve that u clu\ 
m rp r te 

t- uti ppr h 

itur i I i t d n h ti ·it un rt, n. It 

th l th ripti n 



quantified. It expands the cope for anal ·zing the financial commitments to social activities and 
verifiability of the am unt r rd r I 11 t th d criptive approach. Comparability of 
financial commitment ~r tim and across firms is enhanced but limited to 
expenditure in ·urr ·d. 

'1\w; typl' >I ttl m nt 1 illu. tratcd by Diley and Weygrandt34 Utility Company 
Statcm·nt ol lunl r 1 I relevant activities, 1971. 

in the chairman statement in the Williamson (K) Limited annual 
report· and · c · un l 4 in enya. 

"Wt mwrrtd rtrtnut txptndilurt of Sh 15, 953,289 on welfare activities which included housing, social and shoppin facilllit , chools and community projects together with refurbishing of the same. A capital sum of h 6, 19,31 ~·as spent on construction of labour housing facilities, schools, and other amenities as part of our long tum programme in this area". Js 

The main disad antage of this approach is that, there is no mention of the resulting 
benefits. This is because, corporate expenditure is recorded in terms of the cash outlay which 
I ea ily determined unlik i I benefits that i diffieult to mea ure. But thi statement, like 
the d criptive approa h, ays nothing about what has been achieved. 

2A.2.3. t-B nefit appro, ch 

Thi i an e. ten ion o the o t- utlay appr ach. It di cl e b th the c t and benefit 

·i th the c rp rate n ibilitie . It i as umed that firm mpl{ •ing th1 

in alu tin th ia\ c t and 

II \ nd all b~::n rtc 

nhtn ur m nt nd nomi t will h d latc.:r 

n • par 



in the paper. 

The cost benefit appr hi th m t inf rmativ approach, as argued by Bedford (1973); 

, ,,) till chf\, wle by side with tile disclosure of tile company's social 
ft(f/l(r tilt brnine s institution is a contributiou to society".36 

I low ·v ., it uti 1 It n 1i 1 ulti which exist in the measure of the benefits. Critics 

in monetary term are contrived and are not meaningful, because the 
b ·n ·fit· ar • nninl 1t qu litati e nature for they are concerned with the quality of life. The 
c· e a am t quantihcati n o ocial data has been well summarized by Pratt. 

"What 1 do no acctpt is the attempt by some authors to create "social balauce sheet" with precise fonnulae applied to ~arious factors and presented so as to portray a quantitative (and supposedly comparable) picture of the company's social awareness. Such to me is an academic irrelevances which has no practical value ,.·hat so e•·er. The keystone to social infonnation provided (indeed all infonnatiou provided) should be its value to readers. And we should not be weighed down by fonnulae where a subjective commwt would be more •·aluable.17 

In contrast. some firms in the U.S.A have come up with social balance heets and ocial 
audit. bt ociates inc and refereed to by Brooks & Davies (1977)38 illustrates in their table 

. a light different series to approaches to social responsibility report organizations that might 
be c mpared with the three le els of reporting complexity. The s cia\ financial rep rting i 
limited to the pro re " made in meeting legal requiremen and complianc t r ue t fr m 
ou ide pre ure gr up like product afety and en ir omental agencie 

b · in hri & e ai \ 71 and uzby 1975) n th a p ct 1n, ncial 

• 197 • 



disclosure noted that the extent of man ial di lo ure which vanes among companies 1s 

suggested by the difference influ n cd b ral firm haracteristics. 

Research r h 

relation~hips amon 

·urprt'\11\ 1 1 , 

·amp\ · and 

·HJ • undertaken empirical studies focusing on the 

rt( rmanc , cial disclosure and economic performance. 

in th accounting and management literature. Not 

p r ch the ubject with a variety of methods , using varying 

n ditferent time periods . 

... .4.2 ial D' l ure and ocial Performance. 

The theoretical foundation pertaining to the social disclosure social performance 
relationship is relati ely weak and indeterminate. It has been argued that in view of the costs 

as iated with ocial responsibility programs, firms underreport their activities in this area. This 

I becau e uch acti ities are undertaken at the expense of programs that obviously further the 

econ mic intere ts of the shareholders. Therefore, managers thought it unwi e t report 
e ten ivel • ab ut social performance. 

ial the other hand, may be over tated in rder t cr at an 
1mpr 1mp rtant non market influence that may in the I ng run 
mt r lder tt and l 7 U>. ritic argu th t man 

di but public relati n meant t ard att k by i I acti i t 
} 

1
• H n c. link d l t p rf rman c than th r 

iz ·i 1bitit 



Studies focus on the disclo ure-performance relationship rely on content analysis as the 

primary methodology to measure the quamit f ial disclosure. Bowman and Haire ( 1975) 42 

restricted themselve t c untin the numllr < f line f prose devoted to social responsibility 

issue in annual r port. to h·lrdll)ld r , nd nc lccted the quality aspects of information. Other 

StUdies di ff ·rcntiat '0 '\11101\l \ .tri( II Vc\S Of information qua\ ity, disclosure Categories, and Or 

industry differ 'tlt'L's. t llt and t n en ( 1979) relied on the content analyses of annual reports 

published by Frn t and Ern t. n ther problem relates to the mandate by the SEC that, as of 

197 . P lluti n inf rmation- the primary proxy for social disclosure be incorporated in reports. 

nalyzing a ample of annual reports including fiscal years before and after 1973 (Ingram and 

Frazer 19 ~) may, therefore, cause inconsistencies. 

Whether or not social disclosure is an acceptable substitute for social performance, 

measuring corporate social performance implies; (a) empirically creating a I ist of all of an 

organization's external constituents; (b) measuring constituent satisfaction using different 

measures (Scott, 1981)44 and (c) maybe even developing an overall index that encompasses 

the e different criteria so that organization can be ranked in terms of their overall ocial 

performance. 

However. many. studie inve tigated companies operating in different indu trie and the 

time pan o the tudie occasionally encompas es several year , during which the c mp Itt n 
0 an organizati n' e. ternal factor and /or their demand and criteria f ati facti n rna ha c 

chan d. 

h H II I 



ln summary, although the more elab rate tudies tend to converge on the findings that 

no relationship exists betwe n i 1 di 1 ur and performance. This conclusion is not well 

established given thew akn · inht;.r'nt in th method used and the periods of survey. One 

conclu ion that can be d rive: 1 i that tud1' f the relationship between social performance and 

economic per forman·· ,u· hi hi • que u nable when social disclosure is used as a proxy for 

social pcrformnnc . 

2·4.3 ocial Disclo ure and Economic Performance. 

Since the idea of social responsibility accounting started gaining acceptance, numerous 

empirical studies have been carried out. Inconsistent finding have been remitted from such 

studies of the relationships among social disclosure and economic performance. The studies 

addressing the relationship between economic performance and social accounting or disclosure 

can be di ided into two categories, those showing that relationship is positive and those indicated 

that the relationship is negative or neutral. 

~ itive View 

Long treth and Ro enbloom ( 1993).~5 reveal a w1de pread iew wnhin the in e lment. 

c mmunity that a moderate to strong as ociation doe exi t between the ri k/return pr file a 

corp ration· curilie and it attention to certain key i ue f ial c nccrn. ·r m ll 

f th repre entative in tituti nat in Ur eyed. It I f und that 

(-7. %} indicated that in dditi n t strict\· ec n mtc at 

ion and ret nti n inv tm nt. l ut ol th h 

und 17 indi , t d th t , portion oi 

n •n mm i dir t d t ' rd ri ·nt in tm Ill nd Ill 



suggested that an association exists between so ially responsible business enterprises and those 

that will produce a satisfactory m n tary r turn . H nee, they concluded from the general 

findings that an associati n d i t bt.:tw n a rp rate social performance and its value as 

an investment. 

Narv r al o poin1 ou1 : 

"(;il'fll t1 10cirtv in "~~'Ill ·ft tit r 1 an e tr u~ereasing environmental awarmess and expectation of finns, there 
arr mtm~· pvt miu/1 a/. c no11uc n k to which the capital market is becoming increasingly sensitive. 
Fwlur t1/ cvr raJ tllllla e11ent to re pond to these expectations in a "socially responsible" fashion may 
lllt/uce the cupualmar et to perceive lower expected earnings and or input a high risk factor resulting in a 
lower pre~tllt mltu of the finn" . .u 

B urman tate that : 

" .... many instiJutional investors now argue that the corporation which is not responsive to corporate social 
responsibility will be a more risk investment".41 

BO\: man and Haire (1975) examined the relationship between the proportions of prose 

tn annual reports devoted to the topic of social responsibility and return on equity (ROE). They 

based their research on an examination of 82 food processing firms. These firms were cia sified 

by the authors into two classes namely; disclosure of social responsibility and non disclo ure of 

OCial re ponsibility. 

F r trm \ ith some discussion of social responsibility , the mean and medtan return n 

quity over the preceding fi e years exceeded that of firm 

re Ponsibility. \ hen the firm were further ubdi ided int 

with no di cu 1 n n tal 

w, medium and hi h m nti n 

• tt \\ und that the medium menti n trm ha a igni tcantly high r m dian return 

n quit th n d'td th h t er tw gr up . 

In 



Ingram R. (1978)48 pro ided upp rti vidence based on the examination of Big 

corporations in the U. .A. Th tud ddr" ed th r levance of certain social disclosures of 

firms to inve tor by empiri I . in • th ir imp. t on ecurity returns. He found that actual 

disclosur . wcr a fun ·tim t t in lu tr ·at ory the firm is in and suggested that it may be 

important to ·v·tlu·ttL' in l)rm.Uil n nt by analyzing the impact of the signals on market 

lger and utt 1975)49 conducted a study based on inventor valuations of nine paper 

c mpanie follo\' ing the release of substantial publicity concerning their pollution control efforts. 

Finan ial data were gathered on each company from March 1971 through March 1972. They 

found that a company's pollution rating 

(1) \' as not positi ely related to its price/earnings ratio; 

(2) bore little relationship to purchases of a company's common stock by mutual fund and 

(3) had no discernible effect on common stock prices. 

bb t and 1on en (1979) e aluated the relation hip between 

on mi p rforman e f bu ine by analyzing data rep rtcd in annual r p rt in fununt: 50 

i I R I 'I' p('ln I I lty i Glo ure f l 7\ • l 74. Th y u d 

rn t n Er t b d n ial inv I ement urn 

·irm v.:cre cl ified a eith r I 

qu mit ti lc tlc •cl pctl b 

ial acti n di cl ur in , nnual 

inv I em nt (in d in I 

1 cJ thl.:n mp, rt:d )ll th l< t 



return to investors between 1964-1975. Th found that social involvement did not appear to 

have a positive relationship with rate f rt=turn n r was it dysfunctional to the investor. 

An analy i of th r ult f th . tudic does not show conclusively that social 

rcsponsivcncs i po ttiv I r~.: I. t I t( m ic perC rmance. 

llowcvcr, th • • tudi · illu trate a number of problems in terms of their assessment of 

the isst , 1·· f · 
· IC. 'lrstly. ea h tud employed different types of measure o economtc performance 

ovc d'ft' r 1 crcnt time period . econdly, there is a tendency of using measures related to common 

tack. whether in terms of price dividends e.t.c This tendency has a limitation because common 

tack valuation and returns on equity may be dependent upon such other factors, such as the 

tate of economy. Thirdly, the measures of social responsibility raise the question of their 

validity. Fourthly questions can be raised about the use of disclosures in annual reports as a 

valid me f · t fl bl. I · asure o social responsiveness. They may more appropnate y re ect pu tc re auons 

or promotional effort rather than responsiveness in the absence of a social audit. Fifthly, almo t 

all stud· 
tes used measures that are related to the investor. Not all decisions relating to 

Performance h td · ' · f · Th ( 1975) s ou be seen from the mvestor s pomt o vtew. e corporate report 

ltnplied th h · · f . I 'b I . f' . at t e commumty at large are the pnmary user o cta re pon 1 1 lty 111 ormaunn . 

Hn 11 
a Y. the tudte failed to take into account the existence of a time lag between the tal 

di ct 
ure and the reflection of the affect of the ocial disclo ure in the ha i r f pante 

t d in the rganization. 
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5
· SOCIAL ACCOUNTING DI CLO,' RE .\ D TH GENERAL A' EPTED ACCOUNTING PRINCIPLES: 

An examination of the 

of the basic accounting c n 

easily applicable to . uch di 

broad ruk· of ac · lUlllill '. 

account In, m ·a 'lllL'm nt ..• 

unrin di I ur brings up the question of acceptability 

nd pnn ipl r thi di closure whereby some principles are 

< mpar d to others. Accounting principles refers to the 

tr m the basic concepts, to be followed when making 

umul tin and reporting financial data. 
'1) Th' hi-.t d ·al prin i 1 · 

t princ1ple holds that costs with appropriate basis for initial accounting, 

re gniti n f ets re enues, expenses should be shown at its historical costs. In the initial 

tage cia! Re ponsibility Accounting, such cost would be applicable, because it is the only 

information that can be easily available and accountable to the company through the ost-Outlay 

appr ach. Hm e er social costs would also be affected by changes in price levels over time and 

hence thi principle can be said to be affected in the same way on economic transcation as well 

as the ocial transactions. 

(b) Revenue principle; 

The revenue principle, which specifies how and when revenue should be measured i not 

easily applicable in the area of social accounting as social benefitsare not easily measureable . 

u h di lo ure can be n ured only if social benefits to ociety can be mea ured re ult d fr m 
th 

ial tran a tion through Identifying all p iu e e ent , b th in term ot 
r 

nue transaction t e. ternal ec nomie and d1 ec n mie . H we r th current d1fll ultie 

urem nt w1ll c minu t aff t the appll Jlny o the rt.:venuc 
prin ipl 

am n m ial a tivitie di cl ure lik p lluti n t and 

m thod ar n t d vel p d t m ur th 

ti prin ipl ; 

umin nd r p rtin d n d. 1 

r uhn m t I tl I 



disclosure among such activities. 

S) Consistency Principle; 

This principle point ut th 111 r rdin mic events, there must be consistent 

application of ace untin prin iplcs nd pr durc for like terms and from one accounting 

period to anotht.!r . I lowe 1. 1h han 111g nature of a defined concept of business social 

rc~p ·1 · . · on. 1 )t\tty ol what hould ( 1 t be included among the supporters of this concept will 

f thi principle if the existing arguments towards social ,rcatly affect th ap li a ilit • 

rcspon ibiht ar n t ettled. 

) 
Priucipl of full d" clo ure; 

The whole i sue of Social Responsibility Accounting lies on the principle of full 

di clo ure which tries to divert from the strict disclosure of economic transactions to include 

other transactions which affect the company's value in the future. Corporations are known to 

u ere ources in social activities without accounting for the costs, or at least not the true social 

co ts. The principle of full disclosure hence has been evident towards the development support 

in disclosing social costs and benefits in the corporate financial reports to users of financial 

tatements. 

7) 
Materiality Principle; 

ccording to thi principle, an item is material if there i a reasonable expectati n that 

kn wled · · Th · 
ge ot It would intluence the users of financial tatemen . e mtere t f c rp rate 

ial ct · 1 cl ure am ng c mpanies has hown to be in fav ur f thi principle wh reby 
indi t d 1. :ar I r. ial acti itie affects the company' re urc in ne way ran th r. Ilene 

d t c nsid r 

P in 

ial di I ure in the c rp rate m n ial r p rt a uch c mpani 

man ial tatem nt wh n makin deci i n . 

n: ti n: 

th It rn th· t r oumin ' d t rmin ti n r 

rn h 

ni in m urtn rt Ill 



benefits, however recording any rea onable timat fall social costs can be disclosed through 

the Cost-Outlay approach and wh r b · \\ h n th benefit can be accounted for some social 

activities, the Co t Benfit appr h • n b fa urablc alternative measure for social disclosure 

a applicable t thi pnn tpl . 

9) Tim period ·on · pt : 

tal accounting disclosure as it will not be possible to wait 
for ' act r p rt f the c mplett n of a social activity undertaken by a corporation for its 

di cl ure. ccrued deferred expenses and costs can be used to estimate the values of each 

ocial acti ity at the end of an accounting period like any other economic transactions, and thus 

thi principle \ ill be able to get out a meaningful statements for social disclosure to the users 

of financial statements. 

lO) Continuity concept; 

Applicability of this concept assumes that the entity will continue in business for a period 

of time sufficient to carry out contemplated operations, contracts and commitments. ince this 

concept is applied on the economic activities, whereby there is a foreseeable future t r the 

company, this concept can also be applicable in the area of social responsibility di c1 ure under 

arne circum tance . This is becau e all companies fore eeing them elve t c ntinue in the 

bu ine c mmunity and all tran actions neither econ mic n r ctal a tiviuc run 

trnuttane u ly. heref re continuity in the ocial rep rting tructure can e c n idcr d t b the 

arn the repre entati n f ec n mic tran action n the mancial rep rt . 

h a t:ptan e the c nc pt f n ibility di cl ure in the ltnanci I rc n 

h Uld bl t rn and principle agrt: d up n unt nt nn out 

n d m nt in tti 



2·6 SOCIAL DISCLOSURE THE REPORTING STANDARDS: 

The American Ace untin i ri n in t 6 ommittee on External Reporting 

suggested that "four ba 1 t nd rd , h1 h , r r omm nded as providing criteria to be used 
111 

evaluating potential ·c unlin in! rmati n: verifiabil ity , freedom from bias, relevance and 

quantifiability an I wh n \ 1 n n-111 n tary measure meet these standards adequately, they 

hould b' in ·I uti d Ill r r in additi n to monetary measurements" 50 • In addition, it 

l. 

-. 

4. 

s. 

r c mmunicating accounting information:-

ppr t e pected use 

Di cl ure of ignificant relationship 

lnclu ion of en ironmental information 

niformity of practice within and among entities 

onsistency of practice over time 

HO\: e er, these criteria and guidelines create some conflicts when applied to Social 
ccounting. 

a) 
Relevance· 

' 

It is a basic criterion which is considered along with timeliness, materiality, predictive 

Value feedb k · · d · · Th. ' ac and offset against uniformity of practice wtthm an among entttte . 1 c ncept 

h lp to impro e the capacity of any information in order to make a difference in a dcci 1 n 
01 

·in pr ~ r a pec1fic purpo eat the past, pre ent and tuture ttme. It 1 n ted arlter that 
n 

b 
ity may be rele am from ne trm t an ther. 

ilit 

it . it i the abilit fa c unt nt t rm a 

n u d with ut err r and bi It i 

u1r th r 



form 1 · 
u atmg methods to be used at mea uring u h items. 

c) Freedom from Bias (R li bl 

This implie , fr lr m err r and bias, which implies faithful 

rcprc. cntati n f what it i int ntl I t ne major reasons as to why corporations 
arc · 

unwilling tor ·p lrt m · l i.ll r n tbtl1ty a it is perceived that the general public is skeptic 

and will r •j • t rm ti n, labellmg it public relation propaganda. Companies are 

nl int ocial disclosure of only their most favourable aspects of 

ial rf rman in the octety. This barrier of reliability can be overcome only if lhl!ir 

c rp ration take the mitiati e to report all social activity (positive and negative) previously 

con idered to be ecretly and newsworthy to the users of financial report. 

(d) Quantifiability; 

Quantifiability must become a positive aim, for social disclosure and be required as a 

reporting standard. Along with the principle of objectivity, it must attempt to quantify activities. 

However · · · bl d b · · · 
m most cases social information are non-quanttfla e an su JeCtive 111 nature and 

hence th b 
e enefits are difficult to calculate by the accountant. 

Finally, the information must be understandable that is, its contents mu t be under to d 

to make · · · d · · 
a Sigmficant influence to the decision makers. It must be descnbe 111 term of 

conveying th h . 
e correct meaning to the community at large. not only to t e ace untan . In tht 

a the · 1 · d d. 
· OCta mformation produced should pre ent a clear and un erstan tn!! me a e to the 

r d r 0 the accoun o as to make the accounting informati n u eful. 

The major rep rting pr blem i what tandard f di cl ure t apply The l nd rd 

ti 'ity nd veritJabilit are 10 f r quantitati e m ur , but I u e ul f r th 11 n-

d 
inh r nt m unting like p lluti n c t . n ther 11 11dard I 

mpar ilit ·. H d 

ith th am 



2·7 SOCIAL COST-BENEFIT 

Social cost-benefit anal · 1 1 

of proposed project fr m th p tnt · 

mt:nt rei e which considers the pros and cons 

f alii crs and all beneficiaries within the nation. 

It has aris n ut of I m n tr·H 1 n d f r pr j ct apprai al to be based on other criteria other 

than J·l1 t · prtvat . m 111 • ' 1 1 I tta il it . It therefore u es ·ocial cost and benefit concept which 

arc 'llt · . 
< racttv tn prin i I ut itftcult to measure in practice. 

T d cid nth ' rth fa project involving public expenditure, economists have found 

it nece ar t evaluate b th pri ate and social advantages and disadvantages . This is because 

the effects f publicly funded and hence publicly accountable projects , or those private sector 

projects " hich require public assistance or approval go beyond its immediate suppliers or 

beneticiar· · · d · l h d · f tes to mclude unconnected (if concerned) th1r part1es. not er wor s, proJects o ten 

In olve external benefits and sacrifices to people who do not directly control or influence the 

Way the · · proJect 1s run. 

To the project appraiser, all these effects direct and indirect are relevant in as e ing the 

net impact of the project within the economy as a whole. But most project involve orne time 

Pan v.h · h · · IC makes ucce si e benefits and costs flows non-comparable. Th1 1 be au e a en fit 

t a: i more attracti\ e \\ h ile the cost is more burden orne. 

d Ption t th discounted (cash) flow technique by which th 

Thi rea ning h~ h.:d t th~..: 

and tsar di unt d. 
by 

m comput d ial) di c unt rate, t a c mm n as p ri d, and then c mpart:d. 'I his 
pr dur th t u d in pri at t r capital budgetin e p t th t the d miti n f 

., II th di unt rate m f p pic . 

h p th n cc p ble it it ith 

n crit ri in lu th n Ill 

ith th rutin pit I. 



It is often suggested that t valu ial t and ocial benefits by reference to the 

ruling market prices may di t rt th ti n f nati n' r ources. This is because such prices 

are often complicat d and dt t rt db ; num r f familiar market imperfections. Accordingly, 

tncreasin numb r of 

Which ar 

all d ~ r the use of "shadow" or "accounting prices 

tt r th real benefits and sacrifices (opportunity costs) to the 

ccon my as a l tnt ut Ralph . 

"~hmtow price Ira ·e bttl u ed to e nmate the value of outdoor recreatio11al facilities, a11d hence the social 
co 1 a ociated ,.·ith the damage to such facilities". SJ 

uch price in addition to correcting for the imperfections of the ruling markets, can be 

u ed in ituations where no internal market exists for the goods or services in questions, as in 

defence f h . . · ree ospttals, schools, roads, or m the case of external effects. 

Mi han (1970)52 points out that the costs of "noise pollution" near an airport has been 

e timated based on the maximum loss that the home-owner in the noisier area is able and willing 

to bear in order to move out of the area. 

The call for shadow price is a recognition that market prices and private profitability can 

Provide a . h . I I . POOr (or no) indicators in the process of allocatmg t e re ources parttcu ar y tn the 
Pre 

nee of market and other imperfection or in view of ub tanti e e ternal effect . 

In iew of the uncertainty as to the meaning and extent of c rp rate 

th t app ar t imp de agreement on the dimen i n f the measurement pr 

tlity 

lem, ad pti n 

· pri " de\·el p d by ec n mt " uld inn in ta c in rch t n 

pr pri t m ure ial a ti ilie . 



2·8 IMPLICATION OF SOCI L TING. 

The development point cl arl' t th tr nd f ments on business firms based on some 

i I monetary measure f 

several I vel. , from th tim·uitn I ( 1al .l thr ugh the ultimate inclusion of such costs 

and benefit in finan hi r 1 lrt . 

I r s ntati )11 f a untin data i ubjected to two major parameters: the cost of 

providin u h data and the ene 1ts that is accrued to the firm as a result of providing such 

data. ln pr iding accounting data relating to social responsiveness, corporations will incur 

additional c ts as a result of such an undertaking. 

ts will manifest themselves in the form of additional personnel employed (competent 
111 

OCial accounting) or the training of existing personnel to equip them with the necessary skills 

and kno\ ledge or replacement of existing staff with new staff knowledgeable as far as social 

accounti · · 1 d. I · ng IS concerned. Time used in the preparation of soc1a 1sc osures , stattonery and the 

co t of a social audit to verify the information as being "true and fair" are among many co ts 

that the . . . corporation w11l mcur. 

Increased costs of providing accounting information has a negative effect on the earning 

abilitv f h 
1
• 

1 t e corporation . Thi will re ult in the reductions of di idend and th price 

cornrn n tock. Thus, maximization of shareholder ' wealth will ceas t the prim ry al 

r th r it \l. uld b ub mut d by the bjecme f " au fymg" all partie ' n ~.:d hich m y 

d r 
lder pay ut. 

ial inv lvem nt n tit th th em rprt , nd th 
p 

tdin rm ti tin th d im I m m • n r n iz t i n ' Htl I 

up n hi h th publi 

th rp r ti th 11nn 



tnto customers and public di favour. 

Investments deci ion will in futur intlu n d by the social involvement of organizations. 

As society' valu and p t li n do the values of investors. lnvestors that are 

socially rc. ponsibl w )Ull m 1 ur th p r~ rmance of organization not only in terms of the 

ability ··)t· tit . . . 
' ' >r 'antr tt n hareholders wealth but also m terms of the degree to 

Which th firm i 1 II Thus, measures of success will tend largely to be 

intluenc d Y th e. tent t \: hich organizations are socially responsible. For example, some 

tnve tment fund uch as Dreyfus Third Century Fund, Calvert Social Investment and Pax World 

Fund e. i ts in U.S.A to invest only in "socially responsible" corporation. The ouncil on 

Econ mic priorities inquire into social activities of private enterprises and the United Church 

of Christ uses · · · c d · · h · 1 · f t. b c anous cntena .or etermmm t e socta consctousness o a c rp ra ton e.or 

tnv ting church fund . 

Firms would have to ensure that, in order for the objective of providing s cia! disclo ure 

to be realiz ial information will b of value t the read r . Vari u appr a h h n 
ad Pt d by trm in making social disclosures as mentioned earlier. ritic argu that utput 

me ure in monetary terms are contrived and are not meaningful, becau e the benefit ar 

mainly o a qualitati e nature for they are concerned with the quality f life. hu , firm wtll 
have t 

trike a balance in u ing the approache in uch a manner that \ ill n ur publtc 

f ial in~ rmati n. 

d pti ur , that are u ed b e n mt in the m ur m nt f x;i I c t 

d 
\ ard 

l i Pr u l. uld umin d omp 

umin ll l 11 u 
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In an effort to encourage ial in I m nt, the government through the income tax 

department may provide pecial in nti\ nd writ ff for expenditure incurred as a result of 

social activities. Tax minimir ti n thrt u1h haritable contributions are among the effects that 

might be COil id red . Pr • · 1 11 ti n made t re earch institutes are tax allowable in Kenya. 

'111 govcrnm nt, 

rcquir th dt~>cl 1·ur 

ciety's resources may also in future forcefully 

ff r that organization will have on the society. The Kenya 

overnment h h ' n c ncern in those firms that adopt technologies that are not environment 

friendly. The Mini ter for ommerce and Industry once said that, the government will monitor 

very clo el th e firms that are not environment friendly. 

2
·
9 

PROBLE.MS OF SOCIAL ACCOUNTING DISCLOSURE. 

First and foremost is the difficulty of measurement and the skeptici m about the 

measurement techniques. Not all factors can be meaningfully measured in monetary terms, while 

Other can only be measured using approximations. This is the most complex and controver ial 
link · h 10 t e assessment process of social accounting when determining the ocial co ts and 

ben fits A 
· ccountants resists in olvement in such efforts becau e of the uncertainty in I ed. 

E t n te that; 

''c t d termination · more th forte of accountan tb n th en in 
Prof ion h \ e ho\m much reater intere t and h e und rt ken co 

0 th n h ve the count n " 

ility ace unting rai initial pr 

m rmati n, ut al th je tive m r 

m rm ti n r rn th 

t th 

min, n t nl 

rm, ti n. ln 

untin 

It h urn lu 



judgements about the actt'vt'tt'es t d d I b'l' · I " · · " f h rep r up n an t 1e sta 1 tty m t 1e opmtons o t e 
ind· ·d . tvt uals formmg the group of u r . u ing u h ial information overtime. If the objective 
IS to · · 

maxtmtze orne ~ rm f pu li utilit ba. d up n ets of value judgements, it may be 

impossible to achi v th ot~ · ti\ 

Rob ·n ( l 97 ) p )lilt · u th· t· 

"tht lllttHllr 111 111 p tage in accounting for SRA of a business. Anything 
re mblmg pre tilt o untm tem is completeness, standardizatioll and acceptance is beyond reach 
~utainty a/ pr Tit and pr babl for a long time. It is simply impossible to design new techniques 
1111111ttlhutJ.'v tlwt can ati all the dimensions involved in social measurements". 54 

Due t the inability to de elop measurements of performance which everyone will accept 

capturing data in form permissive to social disclosure and analysis will present a problem. Thus, 

tnan di clo ures are in narrative form and often reflect only personal opinion of the Chief 

Executi e Offi tcer. 

In present most social responsibility disclosures are voluntary and unaudited. Although 

d' 
tsclo ure may be readily available or identifiable in firm's annual reports, management i free 

to use · 
Its own discretion in selecting information to be reported. It i po ible for p rer 

l>erformer to btas their selections in order to appear like better per rmer · 

tn orrn . 
atton become nebulous and highly subjecti e. 

n ther pr blem in rep ning eta! per~ rmance i de ming th int r 

hu . tal 

f th~ v [\ u 

• n t n what the b li the n d. In it bl , well d fined bu in 

bu in mu t d 

uld r tim unih rmu 

ti it i m n th mp m 



Finally, any changes and problem p rtaining to financial reporting will create auditing 

problems. It is known that it i mu h a i r t r pr nt ocial program expenditures than the 

results, but even in upplyin tht mf rm. 1ic n, 1h data f this nature is nowhere else to be 

found by th a untant nd thu m. kin ial auditing a difficult task. Costs of this type of 

behavior may b "l'il 1u· ntill d ut th m re important concern is that the benefit of social 

rc ()0 'b·t· ll ' t tHy U'ti iti · ar t e ily reduced to monetary terms for auditing purpose. 

tnc unc rtaint t the meaning and extent of social responsibility appears to hinder 

agreement n the dimensions of measurement, then the social responsibility areas seems to be 

a b ginning tage in earch for an appropriate measure of disclosure. 



HAPTER THREE 

ODOLOGY 

Thi chapter d t il 

appli d, in rd r t a hi 

n, data collection and data analysis methods 

th tudy set in Chapter One. 

3·1 R' ·cnrch 

Thi tud I rat r in nature and thus no hypothesis could be tested in the research. 

3·2 Population 

The population consists of all the companies listed at the Nairobi Stock Exchange( N .S. E) 
d . 
unng the period 1990-1994 because 

' 
The publicly quoted companies are preferred to the unlisted companies due to availability 

Of th · . 
etr annual reports. This is because these companies are requtred by the N. regulati n 

to a .I . 
at thetr annual reports to the secretariat of the stock exchange. The ompanie Act a! 

compel the e companies to make annual submission of their published account t the regi trar 

ot companie . 

e ndl:>, ince the e companies are considered to be large enough in term f ct 
t rn 

er. we \ uld expect them to play a ignificant r Ie toward 

nd thu e p ted t dt 1 e uch in~ rmati n in th annual mancial r P rt In th • aff t 

hirdl • th c mpanie at th public c m nl hi h rc mp tin 

uld them t lum ril . di I ur 
•n 1 

nt th r n rm.ll n t r 

tl 111 r n 



A five year period was cho en for th tud b au these companies are required to keep 
th . 

eir annual published account f r nl ' w uld therefore ensure availability of data 

to achieve the bjectiv 

country and hen . a I ) 

'I h' p Jpulatl n 

cct r in th untr 

3·2 ample: 

t. hu 1 4 wa ch n for the study. Also during this time 

ur ~ r environment protection was noticed in the 

I rn r awarene towards corporate social disclosure. 

f c mpanie quoted at the N.S.E from different industrial 

June 1 95. he list is provided in Appendix 1. 

The ampling used in this study were as follows. 

l. A company must have been quoted continuously from 1990 to 1994. This ensures 

a ailability of the annual reports for all companies in the sample in order to find the trend. 

-. The companies must be located in the Nairobi Area and attain a representati n of all 

inctu tr· l . . 1a groupmg m the sample. 

A list of 43 companies were included in the sample which represents 77 percent of the 

Population. ee Appendix 2. This ample was considered adequate enough t 

00 
the level of oc1al accounting di closure in the Kenya etting · 

3.4 D t oil ti n: 

n tw t 'P f data. th primary and th c ndary dam. 

dat w tain d fr m th annual finan i I r p rt I th 

rd r t achi th ti\ 

1\ll I h 

mp\ 

th 



Secondly, the primary data wa coli ted thr ugh two structured questionnaires to achieve 

the third objective of the study. Th nna1r w r tructured to bring out the arguments 

for and against social ace untin di ur . I h fir. t que ti nnaire dealt with the reasons as to 

why compani . di ·i: I intl rmatt n ( cc Appendix 4). The second questionnaire 

con lilutcd of tw ' ·ti )Jl • tn 1 1 . , htl ection A brings out the reasons to why companies 

00 
not di ·clo · ) ·tal mf 1m ti n in their financial statements Section B tries to identify other 

PUbli hed m an u· d th c mpanie to disclose their social responsibility activities apart 

from th annual c rp rate reports. ee Appendix 5). These questionnaires ' statements were 

developed fr m the e isting literature. 

The que tionnaires were administered to their respective companies after the social 

reporting status of each sampled companies have been determined from the annual financial 

tatements. 

The companies were then provided with their respective questionnaire and a ked to 

indicate the importance of each statement concerning social disclosure through a 5 point scale 

il10del refered to as "the verbal frequency scale". 

This cale contains five phrase which indicated how a factor has influenced thetr action 

to\\.ard engaging or not engaging in ocial information di clo ure in their financial r rt . fht 

SCale was u ed in order to try to uncover the frequency f uch action · The c re attach d t 

th cal w re ~ lim: 

o II' Agr ed 

Hh r 

II 



The advantage of this scale include" th eas of assessment and response by those being 

surveyed". 55 

3·5 Rc pondcut : 

Th r pond ·nt in I hi · ·ur through the questionnaire were mainly the company's 

Managing nager or an officer in-charge of preparing of financial report 

111 the ace untin,. d artment ~ r purpose of publication. 

Con equently, re ponse to the questionnaire was not necessarily restricted to any of the 

one,· d. · n !Vidual mentioned abo e. 

3
·6 Data Analysis ~Iethods: 

3.6.1 Identification of Social Information Items Disclosed. 

Through references to a check lists from Beresford (1974), A.A. A (1976), Robert (1978), 

Parkes (l981), Cowen (1981) Glautier (1988), and a preliminary list consisted of social 

information items quoted by Kenyan companies in their annual reports, a list of 37 busines 

Ocial responsibility items was generated. (See Appendix 3) . 

3.6.2 Data nat · Instrumen : 

1al inf rmation item were treated as a dich ariable that i . 'Nhethcr n item 

di cl d r n r di c1 ed, the di c1 ure core a c mpany i there re additi . 



where D = number f n. 1bilily it m. di closed by companies. 

where a= l if , i I int rm~ til n it m j i di closed. 

wh r a 0 1f > ·nt int rm ti n item J i not di closed. 

Hr ·tty. th num r f c mpanie disclosing each social information item was used to 

dctennin the p pular and rare ial items disclosed. 

ut of the number of ocial items disclosed, all companies which did disclose such an 

item wa u ed to calculate the percentage of disclosure as follows; 

Total Number of companies which disclosed the social item 
----------------------------------------------------------------------------- X 100 
Total Number of companies that constituted the sample 

This showed the level of disclosure of each social item among the companies and hence 

ranked to find the popular and rare social items disclosed in the annual financial reports through 

the u se of percentages. 

This method of percentages was used because adequate results were achieved by W le 

1992) and Kinya (1993) on the area of financial disclosure in Kenya. 

econdly. the same method of percentage and average growth rate wer u d t 

d t r · 
rn111e the overall trend of ocial accounting di clo ure am ng the c mpant and th a crage 

r Wth rate ial in~ rmati n di cl ure among the indu trial cat g n 

h numb r 1rm rep rting e ch ocial item were u d tr m s 

tr nd untin di lo ur m n the mp Ill in K n , o r 

p 
r 

r in th m ni 

ti n in th ir nn 



Lastly; the third objective a anal z d through the data collected from the two 

questionnaires. The data wa pr f ummarized tabulations, response index, 

mean , standard d viati n nd ariati n for each statement for adequate analysis 

of each tatcm nt ~ r ure. 

'I h rankin> r th · tal m n were done on the basis of computed Co-efficient of 

Yariati n. Thi h w · th imp rtance f each arguments for and against social accounting 

di clo ur br u ht am n the c mpanie . 
(i) Mean= 

43 

_Lsij 
_j=l -1"3 X.---.,.- ,.., .. m 

I I n 

Where xi= Mean score of statement i 

n= number of companies 

Sri= score of company j on statement i 

m === number of statements. 
(ii) 

tandard Deviation: 

_Ecx, -xl 
a .= 

1 (n - 1) 

- t nd rd vi l i n 
Ill 

fi i nt f \! · ri · ti n: 

u 



HAPTERFOUR 

DATA AN y I ' AND DISCUSSIONS 
4·1 Overview 

Th data . t t achi th tivc utlined in hapter One was col lected from 

the annual financial r ·p m · )j th · m I d c rp rati ns that constituted the study and through 

que tionnaire . 'I h at' fr m th mancial tatements of companies was analyzed over a five 

Year P ri d t achi the fir t two bjectives, while the data from the questionnaires collected 

from the c mpanie \ ere analyzed to achieve the third objective. Companies were classified into 

high and low rated ocial information disclosure groups. Completed questionnaires received from 

the e companies were summarized and presented in form of tables on the basis of computed 

Percentages mean, standard deviation and coefficient of variation through the use of a computer 

(Statgraphic) package. 

Out of the sampled 43 companies quoted at the N.S.E, 25 companies which formed the 

high rated social disclosure group, received questionnaire A (See Appendix 3 ) concerned with 

the arguments for engaging in social information disclosure in the annual reports. 20 companie 

completed the questionnaire in good time for data analysis to be carried out. 18 c mpame which 

formed the low rated ocial di clo ure group, recei ed que t1onnaire B ( ee Appcndi. 4) 

oncerned with the arguments against social information di cl ure in annual rep rt . ut the 

1 
companic . 13 managed to re p nd [! r analy 1 . erall, the e f c mpan1c pr 1dcd 

77 p rcent ft r adequate data anal 1 . h anal 

ld nti ·in th rm ial di cl ure ad 

II 
n the p pular and rar ar rm ll d • th )mp nie 

rm, ti n di I ur Ken ' n rnp. ni 

th m 111 nt lm rm 1 n 

h im 



4
·2 Form of Social Accounting D' cl ure dopt d 

All companies inve tigated w r f und r h di I ed their social involvement in one 

period or another over the t 

disclo urc vari d am n th m in 1h .lnnu. I r p rl ver the years. The social information 

d' 1 
closed g n rally ran d lr m 11 ' < rd t a few tatements in the chairman's report of most 

compani 'annu·\1 ft!J )rt · whil th t tal number f s cia! information items disclosed at any one 

Particular I ri d f tim r n d fr m 1 item to 19 items as shown in Table 1 below. 

T BL 1: T HIGHE NUMBER OF SOCIAL ITEMS DISCLOSED 

;:::,.... THE FIVE YEAR PERIOD . 
YEAR LO\-VEST NUMBER OF HIGHEST NUMBER OF -- SOCIAL ITE IS DISCLOSED SOCAIL ITEMS DISCLO ED 

1990 1 16 
1991 1 18 
1992 1 19 
1993 1 18 

~ 1994 1 17 

This is a positi e indication that all Kenyan companies quoted at the N. . are aware 0 

the need to di close ocial information in their annual reports, as companies appear t be willing 

to di cl e orne form of their social contribution to the user f financial tarement . 

Furthermore, the form of ocial di clo ure adopted by Kenyan c mpant aricd 

rom 
on c mpan 't 

di I u . 
re ver urn 

p 
• d pt d th 

I trnit d, n 

ther. nly a few number f c mpanie ad pted an ad an e lev I 

. B · 1 ~ . nly c mpante that i 1~ p rc nt indicar d in 'T bl _ 11 

t- utla appr h which ar enya Br w ri 

n a Limited t nd rd han r d I , nk 
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These companies can be said to have a numb r f thing in common; 

(i) The majority of them are ub idi rt f r i n mpanies thus assumed to be more aware 

of the need for uch I dt I ur 111 th ir finan ial tatements as may be the case with 

their moth r comp, ny 

(ii) The c mpani . ·1r • hr' · in t rm yee , ·tock turnover and the exchange of their 

hare · at th N· 1r 

activiti 
t d that uch companies will continue to be involved in social 

ial d1 c1 ure, because of; 

(i) 
their iz ; th companies operations will be felt by the society in one way or another, 

(ii) 
the importation of their mother country philosophy towards social involvement, 

(iii) their ability to set aside resources for their social contribution front, 

(iv) and their belief that such social disclosure will pay-off in the long run through improved 

corporate public image. 

Howe er the majority of the companies adopted the lowest level of social di clo ure. A 

by 1994 37 companies that is 86 percent, were found to engage in Descriptive Appr ach of 

OCial disclosure. These social disclosures were very simplified and sketchy in nature, as they 

rnerely list their social activities clearly and lacks the amounts corresponding agam t e ch 1al 

activnte di clo ed. This i an indication of lack of a clear under tandability and r will1ngn 

to d' 1 clo e their ocial contribution in financial term toward the iety in th rep rt . 

\B 2: 1 I. 

P R I 



The lack of Cost-Benefit approach adp t db K nyan companies in the annual financial 

Statements as seen in the table 2 ab . indi 

approach have been hamp r d b th I 

reporting . ocial b n fit in n • . 

of corporat . i I r p r11n • in th lutur 

rh. l th d v I pment towards the Cost-Benefit 

f prop r ad quate system of measuring and 

any devel pment towards a more advance level 

t Benefit Approach) will be affected by lack of 

adcquat m ·a ·ur m enefits. 

It 'Uil n lud d th t enyan companies do engage in vanous forms of social 

inf rmati ur in their annual financial statements. This shows that Kenyan corporations 

attitude t ward ial accounting is a positive one and are becoming increasingly aware that 

u er of financial reports "' ould require social information in the annual reports in influencing 

their in e tment decisions in the company. 

Howe er there is lack of uniformity on the system of social disclosure as majority of the 

companies adopt the Descriptive approach of social disclosure, while a small number of 

companies adopt the Cost-Outlay approach. With the lack of adequate system of measuring ocial 

benefits worldwide, it is expected for Kenyan companies to continue adopting the two 

approaches of social disclosure in the annual financial statements in the future until uch a time 

\\hen the accounting bodies will come up with an approriate sy tern of measuring 

1n a 

ial benefit 

ny part of the world. 

4·3 ld ntifi ti n f 
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TABLE3: SOCIAL INFORMATIO Dl LO ED BY COMPANIES FROM 1990 
TO 1994: 

SOCIAL DI CLOSING THE 
lNFORMATIO RMATION 

ITEM. 19 I 1992 1993 1994 

1 4 43 43 43 
2 2 2 1 3 

1 1 1 2 
4 8 lO 7 7 

2 3 2 1 
ll 14 11 11 15 

7 3 3 4 2 6 
2 2 1 1 l 

9 5 4 5 5 4 
lO 2 1 l 2 
ll 9 10 8 10 9 
12 1 1 2 2 4 
13 8 5 5 6 12 
14 2 4 2 2 2 
15 1 2 
16 1 
17 1 2 6 6 4 
18 4 3 3 3 4 
19 2 4 4 5 6 
20 1 1 2 2 

21 4 3 4 2 2 
22 8 8 6 7 
23 9 lO 1 6 7 
. .A 1 4 3 1 
25 2 3 1 

4 ll 1 
27 l -l 

5 4 7 

7 
1 

1 .. I 
.. I 

J;. I 
I I 
1 I 
I 
17 



As seen in table 3, it is clear that certain mm n ial items like Name and Pictures 

of Employees and Director {1), Trainin 

Satisfaction(37) and Improvmg th v. td r r n 

n t rm award to employees(ll), Consumer 

ft r m r h ice(34) seem to have a high rate 

or di cl ur c mpar d 

nvir nm nt Tr atm nt I· 1 

th r i.tl tllf( rmali n item like Minimum Wage Level(3), 

lluti n ntrol Measures( 16), Transportation for 

Furtherm r . it i 

Hi t ri al Budding (30), and lear Labelling and Packaging(35). 

n d that Pre-retirement Counselling(?), Energy Efficient Products(l3), 

Pon r hip of mpl ee p rttng acti ities(27), Management Bonus Scheme for employees and 

hareh lder (... and ppointments of Committee for community research(29) were greatly 

di Per ed· a c mpany di closes such a social activity in that particular year and excludes them 

10 the next retlecting inconsistency in the disclosure over time. Though there is inconsistency 

10 the disclosure rate of these items, it is important to note that some of them for example, 

Ponsorship Management Bonus Scheme, Perservation of buildings are usually engaged by 

companies occasionally, and hence, we would expect such inconsistencies on the di clo ure rate 

for the e social items to ary with time. 

0 er the fi e years, fifty four percent of these social items that i 1, 3. 4, , 7. 9. 11, 

!2. 13, 17, 18 19, 2_, -6, 28, 32, 34, 36, and 37 were found to have been di cl ed by a 

con tant or an increasing number of firm . This i hown by the increase in the num r t firm 

di cl ing th ial in rmati n item during the fi e year . we er th ial 

rn di 

It c n 

mp ni 

d did n t h w any di cernable trend f di cl ur am ng th c m ani r th 

th l th u h i I untin n ph n m n n K n n 

ptur tr rn th 

th t mp m · uni rmit n th r th 



TABLE 4: TOTAL DISTRffiUTIO OF 0 IAL DISCLOSURE CLASSIFIED WITH 

ROF 
INDU TRIAL PERCENTAGE 

CATEGORJ 

A I· I 01 22 19.6% 

R l 268 23.9% 

T 269 24% 

LLIED 364 32.5% 

orne indu trial sectors were found to be more involved in social accounting disclosure 

than others. The Industrial and Allied sector had the largest share of social disclosure of 32.5 

Percent followed by the Commercial and Service sector with 23.9 percent, the Financial and 

Investment sector of 24 percent and lastly the Agricultural sector with 19.6 percent. 

Various factors might have had an influence towards these scales of social di clo ure 

arnong the industrial categories. In the past years, the Agricultural sector in Kenya has been 

&reatty affected by the liberalization of the sector, the long drought season of 1992, the lack of 

lnve tments towards the area prompted by the low world prices of the agricultural pr duce. uch 

iactor may have affected the amount of re ource kept as1de toward the1r c1 I comnbuti 11 

ront t the ec n my and hence the ial activitie engaged and the d. 

Inc mpari n t th ab e ect r, the Indu trial and lli d 

th lar · le B t c mpam m en a r . amp . . n ·a imitcd, 

I K n •a imit d n ·a P ~er · Lightin Limit d, 

th r n 

thi Ill h 

m nl m 

d 

ric l.imitctl , 

n, hi h h tl th hi h t 

li r li ti< n t th 

r th 

r t 



corporate public image in competing with the th r mpam s. 

With these factors put into n td rati n, it an b concluded that social information 

disclosure is expected 

Prevail over time. 

if lh l.!U f the Kenyan environment continues to 

Th ame di clo ing each social item in 1994 was used to analyze and 

determine the "p pular"5 and "rare items"57 of social disclosure through the use of 

Percentage . 

1994 \J as found to be the appropriate year in bringing out the popular and rare social 

item disclosed by the Kenyan companies because it is the most recent year of social reporting 

anct has the highest number social information items disclosed as compared to the past years as 

een in Table 6. 

'---------------------



TABLE 5: PERCENTAGES OF THE POP LAR AND RARE SOCIAL INFORMATION 

ITEMS DISCLOSED IN 1994: 

SOCIAL 
INFORMATION I • M 

7 

2 

6 

34 

13 

31 

11 , 22 

28 

4, 23 

7, 19, 36 

-9 

' ' 12 , 17, 1 , _7 

~ . l 

1 . -1. 

21 

19 

16 

15 

14 

12 

10 

9 

8 

7 

6 

5 

4 

PERCENTAGE 
OF 

DISCLOSURE 

100 % 

49 % 

44 % 

37 % 

35 % 

33% 

28% 

23% 

21% 

19% 

16 % 

l-+ % 

L% 

7 



The fact that social information di clo ure i a new phenomenon in Kenya and being in 

its early stages of disclosure, the top 10 rank d ial item disclosed were considered to be the 

Popular items while the re t a th r. r it m di clo ed in the Kenyan annual financial 

Statements. 

Based on the abo · 111 \I ur . th am and Pictures of the Employees( 1) , Restructuring 

and Upgrading Pr )du 'l 2), u tamers Satisfaction(37), Foreign Exchange 

Earning t m ·t p litical al ( ") mployee Training(6), New Product Lines(34), Design of 

more Energy a ing Products(l3), Allocation of Plants to economical disadvantaged areas(31), 

Improve Employee Job Satisfaction through Long Service Awards(ll) and Sponsorship of social 

activities(2 ... ) were considered to be the popular social items as they had the highest disclosure 

rates by the Kenyan companies in the annual financial statements .. 

While however the remaining, for example Clear and Informative Labelling Policies(28), 

Preservation of Historic Buildings(30), Transportation of Employees(25), Employees 

Participation in social activities(27), Counselling Programs for Employees(7), Conversation 

A.wareness(l9), Community Relation Officers(29), were considered to be the rare ocial items 

disclosed in the annual financial statements in Kenya. 

The abo e observations are further backed by the percentage cores f r the arne cia! 

item from 1990 to 1993 ,( ee Appendix 10), as 1t indtcates that the arne categ ry ot 0 tal 

Items remained as the popular items and rare social item re pectively ver the ear . 

Therefore it can be c ncluded that with time. the e P pular ial item di cl cd will 

continue to gain p pularit · in the annual financial tatements f m t Kenyan c mp nic . 

"·~ F.xt nt of o ial \ mmting Di lo ur 

in t" ph . Hr tl , th vcr. Jl 

rrn ti th in u tri I 



4.4.1 OveraU Trend of Social Accounting Disclo ure: 

The overall trend of social accounting di I ur h ws that more and more companies 

are disclosing increasing numb r f a peelS. As seen in table 4 below, the 

number of social di cl 

and 1994. 

l'ABL 6: V ' R L TRl ' lA A OUNTING DISCLOSURE 

Y~AR 

1990 

1991 

1992 

1993 

1994 

203 

213 

232 

214 

259 

OVERALL 
AVERAGE 

GROWTH RATE 

13.25% 

It was observed that despite an average growth rate of 13.25 percent in the number f 

OCial di closure. there was a decrease in the number of ocial di clo ure from 23_ in l 2 t 

214 item m 1993. It is appropriate to note that certain factor might ha e tntluen d tht 

downfall in ial di c1 ure in the annual financial tatemenlS in Kenya. It i in rdcr t tat 

that during thi p riod en an c mpanie were p rating under an un ta lc p litical 

n ir nment ~hi h had an eftect n b th, the ec n mic and 

rnp ni in. It w at thi tim 

ull p liti 

th ir 

t n th 

n ·nth tum ur in tl 

ial en ir nm nt in ' hich the 

tr t rnulti -p rt cl li '" w r 

rn unt r ur 

h d ll 



However the trend picked up again in 1994, with the era of transparency and 

accountability under way in Kenya, there ,., a an in r a ing demand for more awareness towards 

business social responsibility and thu mp. nt w rc inv lvcd more in social disclosures than 

before in order to captur h our bl ( ulli im;p in the society. ln this regard, companies 

Were incrca ingly improvm• th ir 

With th rcducti n in d nor ·t · i tan 

n tbllity disclosure in their annual reports. Also 
l 

t the Kenyan Government, more governmental pressures 

can be aid to hav gr all re ·ulted in companies involvement in more social responsibility 

activitie than before. and therefore more accountability for their social contribution front and 

hence disclo ure to the users of financial statements. 

It can be concluded that the extent of social accounting disclosure in Kenya has increased 

over the past fi e years. This improvement shows an indication of the continuation of an 

important trend towards more corporate social reporting in Kenya in the future. These findings 

also shows there is increasing awareness for the need for more social information disclosure in 

the annual financial statements among the companies over time. Thus it would be expected that 

companies will continue to expand their efforts towards development of a more adequate system 

of social disclosure in the annual reports. 

Furthermore with an average growth rate of 13.25 percent, we expect companie to 

continue their invol ement in social reporting by participating in more s cial re. p n tbllity 

activitie and therefore social accounting disclo ure. Therefore, we believe that with uch a 

Po itive attitude, ocial reporting i de tined to ha e a better future in the expan i nand quality 

0 the areas of ocial informati n di cl ure in the Kenyan annual financial tatement . 

I I r nd r I A ( untin with r p ·t t th lndu trial at gori 

rowth rat o 13.-5 p ial di I ur nb id tll ha c 

ro~Ath rat in th lndu trial nd Ali i d tor t • r th 

lndu tri 1 nd Alii d lh hi h th r lc 

pr nt b th ri uhur I 



TABLE 7: GENERAL TREND OF OCIAL AC OUNTING DISCLOSURE CLASSIFIED 

AS PER THE IND RIA A GORIES OVER THE FIVE YEARS. 

N AVERAGE 
INDU TRIAL AT RI ' GROWTH 

RATE 
1991 1992 1993 1994 

L 44 42 35 56 2.9% 

55 53 54 51 55 -3. 175% 

54 45 60 54 56 -0.475% 

INDUSTRI L & ALLIED 51 71 76 74 92 53.35% 

Though the Commercial and Service sector and the Financial and Investment sector 

shows a negati e a erage growth rate of 3.175 percent and 0.475 percent respectively, the trend 

ts expected to improve in the coming years. This negative growth can be said to be hort lived 

firstly because of the growth of 51 to 55 items for Commercial and Service sector and the 54 

to 56 item for the Financial and In estment sector in 1994 as hown in the table 7 ab e, and 

cond\y becau e of the liberalization of the sector . It can be c ncluded that with time, \\e 

u\d e, pect the e t\ 0 ector t di clo e more ial in~ rmation in their tinanci I t tement 

h wn b the increment in 1 4 and al o becau f incr a ing public 

bu in her t re we e. p t the tw t th tr nd 

1n enyan annual finan i I t t m nt tn mp tin ~ r 

r rc c pturin a f v urabl public ima e 'i thin th II raliz d 



4.5 Companies Response towards pecific argum nt for ocial Accounting Disclosure 

To bring out the compant t ward the common arguments for social 

accounting disclo ure, a r ind '' al ulat d (A sh wn in the last column of Table 

6). The neutral c mpanr r p lll 11<.: ith r di. a reed n r agreed) were excluded in the 

calculati n of th n: p n · it d not bring out the validity of the argument. 

Ace rdin t th r hown in table 6, the positive index indicates that the 

companie f und th ar ument imp rtant to them while a negative response index shows that 

the argument was unimp rtant in the areas of social accounting disclosure. 



TABLE 8: COMPANIES RES PO 
AC 0 

ARGUMENT 

l. It is a I ng run · If int ·r t ,, I U'.in t et 

directly inv lv d in ) ·ial inl\mn d n di cl ure to 
enhance th valu I th firm. 

2. A bu ine t capture a favorable public 

Image will ha e t h \ · 1t m 1 annual reports that it 
n ible. 

3. Since busine es ha e such a substantial share of 

society s management and financial resources, they 
should show hm they are trying to solve social 
problems, when other social institutions have failed 

4. Disclosure of business social responsibility is seen 
~a way to improve long-run profitability by the 
Investors. 

5. Corporate social information disclosure is of interest 

to Kenyan stockholders and potential investors in 
making investment decisions. 

6. It i better ro rart di clo ing social information to 

Pre"ent future problems of any mandarory di clo ure 
thr ugh the ompame ct in rhe annual rep rts. 

7. rp rat ial in~ rmation di cl ·ure will help 

P rceive the bu ine a viable in titution t th 
i ty. 

iety, th 
t r d in lh 

IFIC ARGUMENTS FOR SOCIAL 
URE: 

NEUT DISGA INDE 
RAL CREE xss 

100 100 

75 15 10 65 

55 30 15 40 

35 45 20 15 

30 45 25 5 

15 35 50 35 

7 



9. lf a company is pursuing social activirie . then it i 
in the company's interest to report t th 
achievements and costs. 

10. Financial statem nt u r h t:rl. in r i lht t 

social in~ rmati n di I ur . 

ll. i clo in ·o 'ial inf >rmtti n h lp aluate h w 
well the firm tryint t lullill it re p n ibility 
t the ciety. 

12. The cia! r p rt i an umver al call for the 
ace unting pr fe ional ethics to di closure more 
information already pro ided by other means. 

13. Di closing social information is relevant for aiding 
public accountability, e aluation, coordination and 
monitoring of the corporate contribution towards social 
goal attainment. 

14. Investors are provided with a more reliable and 
sufficient information for decision making when 
disclosing social information. 

15. Social information disclosure illustrates the balance 
between primary objective of profitability and the 
company' obligation towards the society. 

16. Disclosing ocial information acti ities i an 
e enttal part of the corporate financ1al reports and 
account . 

a um ~ r and di ci 
ul 11 the n d f u er 

cau e they 
their i I 
f mancial 

100 

55 

55 

35 

80 

75 

70 

45 

15 

lOO 

20 25 30 

25 20 35 

35 30 5 

10 10 70 

5 lO 75 

30 70 

10 45 

- 1 



The Kenyan companies willingness to disclo e cia! information in the annual financial 

Statements and the increasing growth rate of 13._5 p rc nt an be said to be due to "long- run 

self interest of business to get inv h d mr i I informati n disclosure to enhance the value 

of the firm" and "if a company i pur.suin' i. I activilics, then it is in the companies interest 

to report to the ocicty its 'll'hi ·wm nr 'llld ts". 1 hese two statements had the highest positive 

rc pon c ind f I p r<.: ·nt {" ) which implies that all companies totally agreed on 

them and had an intlu nc n their deci ion to engage in social information disclosure in the 

annual report . 

ompanies belie e that "investors are provided with a more reliable and sufficient 

information for decision making when disclosing social information" which had a high positive 

disclosure index of 75 percent. Generally, arguments 2, 7, 13, and 15 which lies particularly 

on disclosing social achievements and costs in order of capturing a favourable corporate image 

have been perceived to be of importance by all companies with the high positive response index 

of above 65 percent. 

Two arguments were perceived to be of no importance by a large number of companie 

towards engagement in social accounting disclosure. The arguments which state that "it i better 

to Start disclo ing social information to prevent future problem of any mandatory dt cl ure 

through the annual reports" had a negative response index of 35 percent, while tatements which 

react that "firms di clo ed ocial information becau e they are pre ured to ace unt f r and 

di cl e their ocial operati n t f the u er f financial tatement " had a 

rate f 15 p rcent. 

t the b ve tw tat m n il indicate that K n;an c mp. ni en a c in 

i I int rm ti n di ur ur to Unt \lr nd di the ir 

i I in rm ti n di ur th u t th t 

rt Ill 

m in un nt ut ampr tl 



corporate public image and enhance the alu f th firm. This shows that companies 

management see themselves to b th 

disclose such information it indi t inf rmali n ha 

ociety and since management 

orne form of value. Therefore 

r t. n I th imp rtancc of pr viding social disclosure and take 

the nee ary a ti n in utili:tin in lu in the e cia! information among the factors 

c n id red wh n makin1 a r ri t inv tment decisi ns towards a company. 

In rd r t d t rmin th relati e importance of the arguments for social accounting 

disci ur , th m an. tandard de iation and coefficient of variation were computed. See 

Appendi 9. 

According to Table 7 each argument was ranked from the lowest to the highest 

coefficient of ariation with associated standard deviation which indicated the importance to each 

argument systematically. 



TABLE 9 : RANKED STANDARD D I TION AND COEFFICIENT OF VARIATION 

FOR THE ARGUMENTS FOR lA A TING DISCLOSURE: 

ARGUMENT 
Dl 

lt i a long run ·It tntcr 
inv lvcd in ·tal inf)1111a1i 
valu f th' firm. 

t dtrcctly 
enhance the 

lf a c mpan i pur um tal acti itie , then it is in the 
c mpany' inter t t rep rt t the ociety its achievements 
and c ts. 

ocial information disclosure illustrates the balance between 
primary objecti e of profitability and the company's 
obligation towards the society. 

Corporate social information disclosure will help perceive 
the business as a iable institution to the society. 

Disclosing social information is relevant for aiding public 
accountability evaluation, coordination and monitoring of 
the corporate contribution towards social goal attainment. 

In e tors are provided with a more reliable and sufficient 
information for decision making when disclo ing ocial 
information. 

that 1 he to capture a fa orable publtc image 
how tt m its annual rep r that it 1 ocially 

. ' I ty 
h w h \ 

ial 

TD COOF 
DEVIATIO VARlATrON 

N 

0.503 0.114 

0.513 0.114 

0.616 0.162 

0.813 0.211 

0.852 0.219 

0. 7 21 

. ..3 



Disclosure of business social re pon ibilit 
improve long-run profitability by the inv 

na a way to 

Disclosing social informati n h lp 
is trying to fulfill it I r p 

T gain cr dibtltty b 
in~ rmation mu t l · 

h w well th 

f cia I 

lt i b tt r t ial in[! rmation 

firm 

pr I m t an mandatory disclosure through 
mpani t in the annual reports. 

The ial r p rt i an um er al call for the accounting 
pr f ional ethic to di closure additional information already 
pro ided by other means. 

Firms disclosed social information because they are pressed to 
account for and disclose their social operations to fulfil the 

needs for the users of financial statements. 

Financial statements users ha e certain rights to social 
information disclosure. 

orporate social information disclosure is of interest to Kenyan 
stockholders and potential investors in making investment 
dect ton . 

Dt cl ing ocial in~ rmation activities is an e entiat part of 

the corp rate financial reports and accounts. 

0.910 0.280 

1 0.286 

0.951 0.297 

0.801 0.297 

0.918 0.306 

0.851 0.310 

1.031 0.312 

1.0 5 0.314 

1.12 .3 l 



According to the responses, it can b c n lud d that Kenyan companies believe that 

although shareholders and inve tor d n em t utilize cia! information when making their 

investment decision toward 

companic inter . t t ward 

a th conditi n pr v·ul t 

finan ial tat m nt 

in rd r t Ill 

f cial information may influence the 

and it d v lopment process in Kenya in the future 

th r i need t improve the awareness of the users of 

th ' lu f ocial information in the annual financial statements 

and ace unting institutions in Kenya towards developing their 

ocial ace unting tern. hi i an indication that companies are voluntarily engaging into 

ocial ace unting at the1r own will, not because they are pressured to account for or disclose 

social acti itie but because of their belief that investors are provided with more sufficient 

information for making appropriate investment decisions towards the company. Therefore it can 

be said that such disclosure should have some form of value to the shareholders and potential 

investors if the companies management see the need for such social disclosure in the financial 

reports for investors because according to them, social disclosure will enhance the value of the 

firm. Therefore users of financial statements should try to utilize social information provided by 

the companies to their uttermost in order to derive the maximum benefit from such di closure. 

Thi is upported by the fact that it is in their own elf intere t t ial 

information and according to them, why not di clo e such informati n when they are engaging 

1n uch ocial acti itie .. 

verall. we can c nclude that de pit the lac o pr ure t a c unt f r I a ti iu 

and the n d ~ r ial di ure am n the u er f tinancial ril 

rmati n n th ir man em rd r t nhan th th 

trrn pu li ima th 

" ) lu u r •. 

n th h1 h t 

. I 



TABLE 10: COMPANIES RESPO 
0 I L 

PECIFIC ARGUMENTS AGAINST 
LOSURE: 

l. M th d and prin ·ipl u l: I in r 
in~ rmation d ) · n )t i t. 

rtin cial 

2. ial inf rmat1 n di ·l ure d n t erve a 

AG 
REE 

76.9 

NEU 
TRA 
L 

7.7 

purpo t th u r· t tmancial tatements. 58.8 15.4 

3. It i c tty t the c mpany to be involved in 
s cia! information disclo ure in the annual reports 15.4 23.1 

4. There are many conflicts and problems in 
providing social information among the company's 

management thus makes the disclosure meaningless 

and waste of time. 38.5 46.1 

5. Social information is confidential and the 
company s competiti e position may be undermined 

by disclosing it to the public. 23.1 30.8 

6. Such involvement of social disclosure removes 

the company accountants focus from their more 
u ual role ot asse mg economic acti ities only. 38.5 30.7 

7. Accountants are trained to collect, proce s and 

rep rt economic information in financial term & 
!lQ! in ocial term 

ial di cl ure pr ided by c mpani ar 
mi le ding and damaging t th 

m 

7.7 

DISA IND 
GREE EX 

15.4 61.5 

30.8 23 

61.5 -46.1 

15.4 23.1 

46.1 -23 

30. 7.7 

3 . 

• 1 

7.7 



11. Social reports are unnece ary b au 

not know how to utilize them and h r b 
to them. 

12. orp ration. r n t h ld 1 unt. bl 1 ial 

di cl ur be aus it i m 1 r 1uir d b th c mpanies 

act t disci : u ·h inltlt m.ui n in th ir annual rep rts 

69.2 7.7 

thcr lor, not mwd·tt 1r t th m. 84.6 

1 . 111' th r r n id ra le di agreement among the 

ace untan · n th t rm f ial di clo ure, there is 

lack f tandardiz d [! rmats for disclosure. 76.9 15.4 

14. Intere t in the di clo ure of social responsibility 

acti itie 1 a recent phenomenon in Kenya thus not 

well de eloped to be captured, reported and demanded 

by the society. 100 

15. The production of social reports might encourage 

society to demand even more social information from 

the companies. 

16. Social reports provided by companies are not 

comprehensive enough to influence decision makers. 

17. The need for ocial disclosure among companies 

themselve 1 still debatable if they have to engage or 

not. 

18. M 
di cret1 
hence i 

n the 

46.1 23.1 

38.5 38.5 

53.8 30. 

4 . 1 15.4 

The c mput d c mpan ' in indicat th t c mp ni 

tiviti ubj t d t rmal me urement 

I in rm ti n i r nt ph n m n 

23.1 46.1 

15.4 69.2 

7.7 69.9 

100 

30.8 15.3 

23.1 15.4 

15.4 3 .4 

3 

ial 

" nd "tht= 

n ' . thu n t w 11 

n m ni till 10 th ar rl 



whereby relatively few number of companie ad pted the Cost-Outlay approach while the 

majority adopt the Descriptive appr a h f ial disclosure as noted in objective one's 

conclusion. The lack of any ~ rm f . t B n I it appr ach of social disclosure in Kenya can be 

said to have b n br u ht tb ut b th inadequate measurement process and reporting 

proc dur . f >Ttl 't · ·ounlin Ji I( ur . 

li I till voluntary to companies and the disagreement among 

the ace untant · t w· rd tandardi ed format of social disclosure have greatly influenced the 

p r ial di I ure rat of orne companies in the annual reports and the wide variation of 

ial item di clo ed in the Kenyan annual financial statements shown earlier. 

According to the e arguments mentioned above, it is clear that the problems faced in the 

devel ped nations like U.S.A and U .K in the area of social accounting disclosure do exist in 

Kenya. It seems that Kenyan companies' arguments against social accounting disclosure 

generally lie in the methods of social disclosure, the disclosure still being voluntarily and not 

mandatory , considerable disagreement among the accountants on the concept of ocial 

accounting, the lack of adequate system of social measurements and reporting disclosure , and 

the fact that the investors do not seem to utilize such social reports in making inve tmen 

decisions. With the persistence of these factors, Kenyan companies motivation t ward cial 

accounting di closure will be greatly affected in the future if the accounting pr make 

no ad ancemen and de elopment toward olving the e pr blem . 

However. three arguments that t 8, 5 and 2 had a n gati e re p f4 . 1,4 .l 

and -3 re p tively as h wn in table 10. In general, thi indicate that th c mp nt 

th f n imp rtanc in their d i i n tn tn i, I a c untin 

di ur in their annu I rep rt . hi impli th t th ur , rn n 

r b in I to th 

mp n •. I ur that 

rm ti Ill 

lh mpu d nt \rattn 

'" t II. 



TABLE 11: RANKED STANDARD DEVIATION AND COEFFICIENT OF VARIATION 

FOR THE ARGUMENT AG T 0 IAL A COUNTING DISCLOSURE. 

STATEMENT 
DISCLO URE 

Th firm's o ·ml inform.ui{ n .tr n t ubJccted to formal 

mea urcmcnt for ad Jll 11 r • rttn pr e s. 

lnterc ·t in th dt I ut f ial re ponsibil ity activities 

i a recent ph n men n in Kenya thus not well developed 

to be captured. rep rted and demanded by the society. 

Since there i con tderable disagreement among the 

accountants on the form of social disclosure, there is lack 

of standardized formats for disclosure. 

There are many conflicts and problems in providing 

social information among the company's management 

thus makes the disclosure meaningless and waste of time. 

The need for social disclosure among companies 

themselves is still debatable if they have to engage of not. 

Social reports provided by companies are not 
comprehensive enough to influence decision makers. 

Meth d and principle u ed in reporting ocial 

information does not exist. 

ocial rep rts are unnece ary becau e inve t r do n t 

know how to uttlize them and hereby has n alue to 

them. 

h i c tly to the mpan t be in l ed in ial 

in rmat" n di I ure in the annual r p r 

STD 
DEVIATIO 
N 

0.439 

0.506 

0.801 

0.725 

0.768 

0.801 

1.167 

l. 11 

.77 

1 ...... 

COOF 
VARIATIO 
N 

0.104 

0.115 

0.208 

0.244 

0.227 

0.254 

0._70 

.3 



Such involvement of social di I ur r m v th company 
f asses ing accountants focus from thetr m 

economic activiti only. 

'l he pr du ·tt m 
demand 

r' l: l nl a l rnp rary purpose 
al·. 

i I r p r might encourage sociely to 
i I int rmati n from the companies. 

Ace untan ar trained t c llect, process and report 

econ mic inf rmation in financial terms & not in social 
term . 

Social information is confidential and the company's 

competiti e position may be undermined by disclosing it to 

the public. 

Social information disclosure does not serve a purpose to 

the users of financial statements. 

Most Social disclosure provided lies on the discretion of the 

companies management decisions hence its reliability is 

questioned. 

Social disclo ure provided by companies are weak and could 

be mtsleading and damaging to the users of financial 

tatements. 

0.987 

0.987 

0.987 

1.127 

0.987 

1.166 

1.166 

1.199 

een in table 8 and 9, it can be concluded that the main re 

0.313 

0.313 

0.313 

0.318 

0.347 

0.361 

0.361 

..+7 

p r 

ocial in~ rmati n among enyan c mpani annual r p rt i r u ,ht ab ut 

th I ck dcquate f rmal m a urement and m thod f tal 

m th di cl ure i I in rmati n i v luntary and th 

d in Ken a, th th , d~qu:u~ 

r p rt d i I in rm ti n in th nnu I r p rt h 



Furthermore, it shows that co t incurred is not among the factors on the poor social 

disclosure or the confidentability f uch information in the company annual reports, but the 

measurements and reporting pr bl m f ial c sts and benefits have greatly affected the 

company's motivatt n, nd will in •nl: . h in l dircclly involved in bringing out an adequate system 

of s cia! mformation dis ll \H in th annual reports. 

With th · tr •um nls r u ht ab ve, it can be concluded that Kenyan companies will 

continue t dt cl - in(! rmation but however they will still continue to adopt the 

De criptive appr ach and o t-Outlay approach. The problems of adequate methods of reporting 

and formal measurements of social costs and benefits will prevent advancements towards the 

Co t Benefit approach of social disclosure in the near future, since the development towards an 

appropriate means of measuring social benefits is yet to be solved within the accounting 

profession. Development towards a system of measuring social benefits is still in its earliest 

stage and without the co-operation of other professionals like the Economists and Engineers, 

more time will be taken in order to arrive to an adequate method of measuring and accounting 

social benefits among the accountants. 

~.7 Other Approaches of ocial Infonnation D' clo ure 

Though companies do engage in soctal information disclo ure in the annual mancial 

tatements. mo t companie tend al o to communicate their ocial c ntributi n t the octety 

through other y terns f di cl ure. 



TABLE 12: OTHER MEA S U ED TO DISCLOSE SOCIAL INFORMATION 

N MBER OF PERCENTAGE 
OMPANIES (%) 

I·S 10 77 % 

Tbl. ·VlSI N 6 46 % 

BR H RF 6 46 % 

PO TER 4 31 % 

The table shows that companies are involved in different forms of social information 

disclosure when communicating their social contribution to the society as indicated apart from 

the annual financial statements. However the most popular means used by companies to disclose 

their social activities was through the local newspaper and magazines at one time or another. lt 

was followed by Televisions, Brochures and Posters respectively as shown in in form of 

percentages. 

Thus it can be concluded that, since the major concern brought out by Kenyan c mpanie 

towards ocial disclosure ts ro capture a favourable corporate pub! tc image, it can be aid that 

companies tend to be in olved in these means of ocial disci ure becau e; 

(i) The majority f the society in which the in~ rmation i targeted ha e littl accc t th 

companie annual tnancial tatemen . 

ii) in e th c n ern f ial inf rmati n di cl ure i t r ach th public, it i c pectcd 

ure will reach a lar er numb r 1he i t th n th c rnpan ,· tin n ial 

tat m n 

Iii pr r uti liz til n th nnu 1 s m 

I ur ill h nh n in 1h 

publi im 



CHAPTER FIVE 

UMl\IARY AND CONCLUSION 

5.1 Summary of the Findings 

Th find in s I this sun ( n K •nyan social accounting disclosure in financial statements 

have brought >ut ·J arl ' • num r f unknown i sues. 

Hr l. it w· ned that all companies one way or another, do engage in one form of 

ocial ace unting di clo ure. However, majority of the companies that is 87 percent adopt the 

simple t form of Descriptive approach of social accounting disclosure, while only 13 percent 

adopt an ad anced level of Cost-Outlay approach of social disclosure in the financial statements. 

Since social accounting disclosure is still in its early stages of development and the lack of a 

centralized system of acquiring and capturing relevant data of social concern in the country, we 

expect such a situation to continue to affect the future growth towards social disclosure in the 

annual reports. It was noted that to date, not a single Kenyan company adopted the .,ost-Benefit 

approach. The development towards this advanced level of social disclosure can be said to have 

been hampered by the Jack of adequate system of measuring and reporting ocial benefits like 

in any part of the world. Overall , Kenya will continue to advance from the De cnptive appr ach 

of social disclo ure towards the ost-Outlay approach with time. Hence there 1 a need t 

develop a sy tern of acquiring and capturing social data from affected companic where ial 

program are undertaken. uch development will moti ate c mpanie t de te m rc tim and 

pace in bringing out a m re reliable and relevant y tern f ial ace untin di clo ure in the 

annual r p rt to the benefit fall the u cr f mancial tatement in the untry. 

7 i I item v.hi h w r \Oiunt ril di Ill ell b . th 

qu t m nt • nd th ' br dl 11 n th arc 0 hum n 

r 

ur i • lh · I it m di dm 



still too narrow to reflect the actual a tivities engaged by companies towards their social 

obligation and the number and diver it f cial items disclosed varied from one company to 

another and from one y r 1 an th<.:r. h wa al o noted that common social areas disclosed 

focused mainly on th hum.\11 n: 

disci sur n th • cnviwnm 

ur c and ommunity involvement, while there was limited 

n. umeri ·m areas. This may be attributed to lack of clear 

perception )f th ri 'htlul li ati n towards the environment by the Kenyan companies which 

may hav afT 't 'd th di cl ure rate of these areas to the users of financial reports. Therefore 

ther i need t impro e the company's awareness on these areas to enhance its disclosure 

among the companies in the future. 

Secondly, the finding indicates that companies are more willing to disclose their social 

contribution to the society over time. This is reflected by the average positive growth rate of 

13.25 percent. The findings indicated that the Industrial and Allied sector had the highest share 

of the social information disclosed of a positive average growth rate of 53.35 percent as 

compared to the other sectors in the economy. 

With this upward trend in social disclosure, it shows that companies are adopting a 

positive attitude towards social disclosure and hence acceptability of this new phenomen n. They 

are thus expected to put more efforts towards social accounting disclo ure in the annual rep n 

and destined to have a better future in its development pr ce of m re adequate \litem of 

corporate social reporting among the companies in the country. In thi re pect m re compante 

would foliO\ uit o er time with more participati n and in I ement in cial acti ities and 

hence m re social rep rting to the u er f financial tatement . With uch a b ttcr pr p ct in 

ial informati n di ci ure in Ken •a, the a c unting b ie . th ernm nt, the harcholdcr 

and th public a wh le, h uld try t utiliLe u h ial int rmati n by in - p r. tin thun 

m n 

t m nt in th untr . 

Ill lll lh 

ur in th 



Thirdly, in relation to the reasons as to why some companies engage into social 

accounting disclosure while other do not, it was observed that most Kenyan companies are 

conversant with the a pe t f I • unting disclosure in the annual reports. 

The compani It\ • rd. the argumems for social accounting disclosure lies 

impre siv ly on th ir II int rl: t to d1~cl c their social achievements and costs to the users of 

financial stat 'lllL'Ilt · in rd r to enhance the company's public image, and not because they are 

pre ·urt:d to a ·c unl f rand di cl e their social activities, but to provide Kenyan investors with 

ufficient inf rmati n t influence their investment decisions towards the company. Comparing 

the re pon e with the arguments against social disclosure in the annual reports, it is clear that 

an adequate sy tern of measurement and reporting social activities does not exist in Kenya, like 

in any other part of the world where the development of social accounting is at an advanced 

stage. 

Also the fact that social disclosure being voluntary and the disagreement among the 

companies and the accountants on a standardized format of social disclo ure, have greatly 

affected the development of social accounting disclosure and will continue to influence 

companies decisions towards social disclosure in the financial reports. This shows that Kenyan 

companies are faced with similar problems to those faced by companies in the devel ped nati n . 

Therefore. any ad 'ancement on social disclosure in other part of the w rid will have a great 

impact towards the development process of ocial accounting di cl sure in the c untry. 

Overall. the finding how that Kenyan companie are increasingly rec gnizing the nc d 

for ocial accounting di cl ure, and de el pment t ward a m re ad quate ystcm r 

m urement and rep rting f ocial acti iti in Kenya r w rid-wide will und ubt, dly mak 

ial in ormati n an e ential pan o ur c rp rat rep n and d tm t ly a pr misin new 

b untin pr i n in K ny . 



5.2 Recommendations: 

With the increased growth rat tn s cial disclosure, improving social accounting 

awareness is needed among th K~.:n an rp rations to enable them to continue their devotion 

towards a more ad qu c 

statcm nt. . Mon: ·tw·trt: n 

ocial contrthutk)n · ll th 

md ml accounting disclosure to the users of financial 

uld dcfinately improve corporate's position to appraise their 

n tit of our societies . Therefore it would be appropriate to 

undertake om chan e in the accounting profession and the companies in order to increase their 

awarene t ward the area of social accounting as follows; 

i) New materials relating to social accounting and social audit should be included in the 

present courses of accounting. Separate courses and seminars might be instituted at both 

college and university levels and also to companies in order to increase their awareness. 

ii) Accounting texts especially those published in Kenya, should include relevant materials 

on social accounting. Currently, most materials on social accounting come primarily 

from journal and articles. 

iii) Either in the section of advanced financial courses or management accounting course, 

attention should be given to the emerging importance of social accounting through 

adequate p eparation of accountants in the areas of social ace unting program . 

iv) Encouragement should be given to the writing of thest and paper on 

within the pre ent M.B.A program and other educational in tituti n 

development and a\ arene of ocial ace unting di cl ure. 

tal ace unting 

peed up the 

he In titute f enified cc untant 111 enya h uld de el p tandards that \ ill 

r ulat ial accouming rep rtin tn r t t the n an n ir 111l1t:nt . 1cmb r 

h uld b r quired to di I e c mm n urd rt k n b mot mp ni 

m th nd m t rial I p ilillfl, 

rnin , bu in tiviti , nd mmunit '· 



vi) Auditing courses should deal ' ith a quisition and verifications of appropriate evidence 

supporting these di clo ur . Quantifying the social activities will provide adequate 

evidence data t m t the rt:portm :r tandard and therefore more social disclosure. Such 

cour hould Is) tudy f tate protection requirements so that the auditor 

can d ·t·rmin ''h th r hi licnts IS in compliance or not. 

vii) Inc m ta d artm nt hould provide special incentives and write offs for investment 

madt! r lating t ocial activities. This would motivate more companies towards 

inv lvement in ocial activities and therefore social accounting disclosure to the benefit 

of all concerned. Tax minimization through charitable contributions are among the effects 

which should be considered. 

viii) Nairobi Stock Exchange should encourage listed companies to file with them reports 

relating to their social contribution front against their annual financial reports of the 

company operations. 

5.3. Conclusion 

The research results presented in this project, which identify the area of concern toward 

social accounting disclosure for our accounting profe sion. should be regarded a a first step 

towards the inve tigation of the needs and scope of corporate social di cl ure by the Keny, n 

companie . 

!though all c mpanie now enga e 111 me form f ial rep nin thcr nrc wide 

di ~ r n e between them, b th a t the m nn r pre ntati n and the qu lity of th c nt Ill 

pro id d. H C\' r. the di cl ure o m rm tion thr u h th c rnp 111 chairm n\ 

r tt i tud ll w rd 

m nt untin 



Many of the companies ee their effort in these areas as being in their own best long-term 

interests and towards the impro\'em nr f th ir rporate public image. 

With such a p ili\' !litud • ffil n c mpanies and a high growth rate, enterprises need 

to be aware that ouruin i~ h r 10 Lay and companies will continue to engage in social 

di clo urc cv ·n it th · li hl ur ontinucs to be voluntary in the future. Companies will need 

to develop thcrr w.n uid ·lin as i tin the setting of appropriate reporting standards of their 

ocial performan in c n ·ucti n with the accounting bodies so that the companies can appraise 

their cial contnbution adequately and hence have a real effect towards capturing a f vourable 

public image. The de elopment towards this disclosure can be boosted more if accountants 

devote more time in trying to reach a consensus as to what constitutes social responsibility and 

hence social accounting areas. Also when the measurement problem is settled by accountants , 

social costs and benefits may easily be quantified sending social accounting into a better future. 

The flood of social statistical data in our financial statements will also have to be 

converted into useful information to all those to whom the information is directed to, if today's 

institutions are to effectively manage their social dimension and disclose them to the benefit of 

the society. This social information disclosure will have to be properly asse sed in the deci i n 

making proce s by investors, for companies to devote more time and pace t ward a future 

growth and awareness m the area of soc1al accounting d1 clo ure. 

This area how much potential for progre s and will undoubtedly b c m an imp nam 

pare f ur annual corporate rep r among man Ken n ompanic in future. · utthcrmorc , the 

idemi 1 ati n f ial item di cl ed in ur financial tatemen sc n a the ti rst 

[! r our nat and in titutc ard an imp rt nt ta th 

o ur l ·n di I ur tatu . ornmon uni ormity ot th 

improv , nd r li, hilit • ol 

in th mur . But 

urr m tern nin 

rrn ti n in li t rn . 



5.4. Limitation of the Study 

The project had a numb r of limitati ns which should be considered when analyzing the 

significance of the proJ t r ul! . 

l. Although mpank~ M rq c rrin cial information, no comparison between the social 

activit I s di ell" d • nd th actual ocial activities undertaken by corporation was made 

possibl and th r f r the quality of the social disclosure rate was not emphasized in this 

re ar h. 

... The information di closure scores used gave equal weighing to all social information 

items di closed in the annual reports. This may not reflect the importance towards each 

particular social item disclosed to the user of financial statements in making their 

investment decisions and hence the quality of each social item disclosed may have 

different values. 

3. The companies which did not disclose their social contribution front do not imply that 

they were not engaging in such social activities. 

4. The population under study was 43 companies quoted at the N.S.E which wa mall 

ppropriare conclusion on the trend o ocial dl cl ure of the t tal c mpan 1 s 

peraung m enya. The urv y r ul only b generalJzed n c mp ni 

airobi tock Exchange. 

tu tt:d at 

5. The cia j 1cati n f the inf rmati n was ubjectivc in nature \ hich dcpcndcd on the 

jud ement the indi idual re earcher ba ed n the . i tin litcratur . 



5.5. Suggestion for Further Re earch 

Obviously social accounting i a alid fi ld ~ r research and some suggestions for future 

research in social perf rm n di It · ur in the Kenyan setting are needed; 

a) An analy 1 f dt.: 1r up.' ability to interpret social accounting reports like the 

tockbwker . N.tir ) i Exchange in influence their decision to invest in the 

COlllp 'lll . 

b) tud th attitudinal impact of social accounting information of financial analysts, 

inve tor . p litical and community leaders, public interest groups and others in Kenya. 

c) A statistical analysis of Kenyan company reports on social accounting in respect to size, 

industrial characteristics, extent of reporting etc. 

d) A study on the Kenya Accountants and Accounting Bodies towards their efforts at 

development and improving the reliability of the social accounting disclosure in the 

Annual Corporate Reports. 



Appendix 1 

List of 56 companie qu ted at th Nairobi Stock Exchange by June 13,1995. 

A 

1. Br k Bond K ·n .1 l imit d 

2. ~aa ad I imit« . .-d 
3. Georg· Willi.um 111 Limited 

4. Kakun I imit ·d 

5. Kapch rua T a mpany imited 

6. Kenya Planter a-operative Union Limited 

7. Limuru Tea ompany Limited 

8. 01 Pejecta Ranching Limited 

9. Sasini Tea & Coffee Limited 

10. Theta Group Limited 

.Commercial and Services 

11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
1") --· 
23. 
') - . 

A. Baumann and Company Limited 

African Tours and Hotels Limited 

Car and General (K) Limited 

C.M.C Holdings Limited 

The Standard Newspaper Group Limited 

Express Kenya Limired 

Hutchmgs Bremer Limited 

Kenya Hotel Limited 
Marshalls (E.A) Llmtted 

Motor Mart Group Limited 

Nation Printers & Publisher Limited 

Pearl Drycleaner and Ltmtted 

Phillip International imited 

chumi up rmarkets Limited 



Financial & Investment 

25. Barclays Bank of (K) Limit d 

26. Chancery Investment imit d 

27. City Tru t Limit d 

28. redit inan rp . tit n I td 

29. I iamond ru~;t of K n ':\ r td 

30. Hou in J· in ·w · · C I td 

31. I. .I . lnvt.:litmelll r imited 

32. Jubilc In uran o imited 

33. Ken t k Limited 

34. K nya mmercial Bank Ltd 

35. Kenya Finance Corp Ltd 

36. National Bank of Kenya Limited 

37. National Industrial Credit Limited 

38. Pan African Insurance Co Limited 

39. Standard Chartered Bank (K) Limited 

Industrial and Allied 

40. Bamburi Portland Cement Limited 

41. B.A.T. Kenya Limited 

42. Carbacid Investment Limited 

43. Crown Berger (K) Limited 

44. Dunlop Kenya Limited 

45. E.A Cable Limited 

46. E.A Oxygen Limited 

47. E.A Packaging Industries Ltd 

48. E. . Portland ement Limited 

49. Fire tone E. A ( 1969) Ltd 

50. Ken ·a Brewerre Limited 

51. Kenya ati nal fill imited 

52. Ken ·a il ompan · imiled 

5 Ken •a r hard Limit d 

5 td 

5 . 



Appendix 2 

List of 43 sampled c mpanit: 4u 1 d at the Nairobi Stock Exchange by June 13,1995. 

l. Brook B md Ken a Limited 

2. ·aagad I imit d 

3. ~Or 1 ~ William n (K) Limited 

4. Kakuzt tmited 

5. Kapch rua Tea Company Limited 

6. Limuru Tea Company Limited 

7. 01 Peject Ranching Limited 

8. Sasini Tea Limited 

9. Theta Group Limited 

Commercial and Services 

10. A. Baumann and Company Limited 

11. African Hotel and Tours Limited 

12. Car and General (K) Limited 

13. C.M.C Holdings Limited 

14. Express Kenya Limited 

15. Hutchings Bremer Limited 

16. Marshalls (E.A) Limited 

17. Motor Mart Building 

18. arion Printers & Publishers Limited 

19. Pearl Dry leaners and Limtted 

20. Phill ip International Limited 



Financial & Investment 

21. Barclays Bank of (K) Limited 

22. Credit Finance Corporati n Ltd 

23. Diamond Tru t of Ken a l r 

24. J.C.D.C Inve tm nt L 1mu~d 

25. l.im il 1 

26. Kenya onun tc.:hl I an I ld 

27. K nya Hrnn 'l' 1r I tel 

28. National lndu ·lrial r dit imited 

29. Pan fri an In urance Limited 

30. tandard hartered Bank Limited 

Industrial and llied 

3l. BAT Kenya Limited 

3.... Carbacid In estment Limited 

33. Dunlop Kenya Limited 

34. E.A Cables Limited 

35. E.A Oxygen Limited 

36. E.A Packaging Industries Ltd 

37. E.A. Portland Cement 

38. Kenya Breweries Limited 

39. Kenya National Mills Limited 

40. Kenya Oil Company Limited 

41. Kenya Power & Lighting Ltd 

42. Total Kenya Limited 

43. Unga Group Limited 

I ) 



Appendix 3: List of Social Information Items. 

1. Name and pictures of empl dir ctors in the annual reports. 

2. Provision of medical car f iluk f r tht.: employees. 

3. Increases in minimum w I ' L p. id. 

4. New job expan. i n. 

5. V luntary pr gr·un t J r~>' td 

6. Training pr) •rum lor ·mpl 
panding job opportunities for employees. 

7. I rc rctir ·m •nt · un llin pr gram for the benefits of the employees 

8. Effcctiv al h II m. tre ontrol program, Family plannil)g program 

9. lmpr ed wor mg c ndttlon & environment (shorter working days) 

10. ompen ation towards employees accidents 

ll. Scheme to impro e employee job satisfaction through long service awards 

• 

L..... Equal opportunity to all.(breakdown of employment of minorities including women, local 

residents) or good industrial relations with the trade unions) 

13. Design of more appropriate energy-efficient products e.g water, infrastructure, power 

14. Preparation of environmental impact assessments studies for example dams. 

15. Treatments facilities like pest management project. 

16. Pollution control measures against the industrial process. 

17. Occupational health, safety for the community. 

18. Recycling of waste materials through rehabilitation programs. 

19. Conservation awareness through educational campaigns on soil , water 

20. Use of alternative energy source such as solar and wind power, cost sharing. 

21. Charitable contribution and donations to health, education 

22. Sponsored units like labour housing, schools. 

23. Support other community projects like inner city parks , shopping facilitie , Agricultural 

Shows, recreational programs . 

24. Employees participation as speakers, instructors in the above activitie and internati 11 1 

conferences. 
25. Transportation for employees. 

26. Foreign currency earnings, Taxe . ports to meet a p littcal g al f the g ernmcnt. 

27. p n or hip of employee p nmg acovme and participau n. 

2 . Profit haring and management b nu cheme ~ r taff, member 

29. ppointrn nt f community relati n manager and br d c mmine r c mmunity r sc rch 

30. Pre ervati n and re t rati n f hi t ric building. 

icty. 

31. Building and I atin plant and ale ttl e in c n anta d ar a . 

2. Up r din pr uct p r orm n c thr u h re tructurin . c lmput riz ti n . 

. Pr vi in I n to con umcr . hand lin) numb r c mpl in . 

. 1:. t n th ran u t m r pr u t ch i 1hr u h n pr du t lin . 

bli hm nt pr 
cl ar n 

thi 
u h d qu t p. 

ti n. 
i 1\ • 



APPENDIX 4: 

Q TIONNAIRE A: 

R T TIIE RESPONDENT: 

Dear Sir/Madam, 

l am a po t •ndu.tlt tud nt Hl the.; Masters of Business and Administration (MBA) 

pr gram. JIIV r ·il f 11 i. I am carrying out a survey on the area of social accounting 

disclo ur • in lh tinan ial tatements of companies quoted at the N .S. E. 

Thi que tionnaire has been designed to gather information regarding your opinion 

towards " wh your company engage into social information (accounting) disclosure in your 

annual fmancial reports (statements)". 

You ha e been selected to form part of the study. I kindly request you to assist by filling 

the attached questionnaire. The information you give is purely for academic purpose and will 

be treated with strict confidence. 

A copy of the research project will be made available to you upon request. Your co­

operation will be highly appreciated and Thank you in advance. 

cc. 1R U HE A.L 

up rvi r . 

Yours faithfully, 

NABHAN , M.A 

MB (II tudent 

D MAILJ · . 

turcr; t the D p rtm nt f cc unlin . 

ni r it ' ir i. 



APPENDIX 5: 

SECTION A 

For each of the followin t tc:m~.:m ti k the box f I that best describes 

l) TOT L Y DIS \GR F.. 2) DI AGREE 3) NEITHER DISAGREE NOR AGREE 

4) GRE ) T LL AGREE 

1. It is a long-run elf interest of business to get directly 

involved in social information disclosure to enhance 

1 2 3 4 5 

the alue of the firm. [ ] [ J [ j [ ) [ ] 

2. A business that wishes to capture a favorable public image 

will have to show it in its annual reports that it is 

socially responsible. [ l [ l [ J [ J r 1 

3. Since businesses have such a substantial share of society's 

management and financial resources, they should show how 

they are trying to solve social problems, when other 

social institutions have failed. [ l [ 1 [ J r 1 [ 

4. Disclosure of business social responsibility is seen as a 

way to impro e long-run profitability by the investor . [ ] [ ] l ) 1 1 1 1 

5. Corp rare ocial information di clo ure 1 of intere t t 

Kenyan rockholder and p tential mve tor in making 

inve tment deci ion . ( ] ( ] I ] I 1 1 ] 

6. It i b u r t tan di cl ing n t 

7. 

pr v nt future problem o an I · ure 

thr u h th c mpani Act th area in th annu I 

ur "ill h lp 
tituti n t 

I I I I I I I I I 1 

llllllllll 



8. To gain credibility by the ociety, the di closure of 

social information should be {ated in {h financial 

reports. [ l [ I [ ] [ I [ l 
9. r f a company i pur uin 111 

the company' tnt rt.: { ll 

achievement. and · > h. [ I [ J [ ] [ l [ ] 

10. I· inancml ·t·ltt.·m 111 u r ha e certain rights to 

ocial inf rmati m dis I ·ure. [ ] [ I [ ] [ ] [ ] 

ll. Di clo ing ial in rmation helps evaluate how well the firm 

trying to fulfill its ocial responsibility to the society. [ ] [ ] [ ] [ J [ 1 

12. The ocial report is an universal call for the accounting 

prates ional ethics to disclosure more information already 

provided by other means. [ J [ J [ I l ] [ J 

13. Disclosing social information is relevant for aiding public 

accountability, evaluation, coordination and monitoring 

of the corporate contribution towards social goal 

attainment. [ ] [ ] [ J [ J [ ] 

14. Investors are provided with a more reliable and 

sufficient information for decision making when disclosing 

social information. [ ] [ ] r 1 [ I [ ] 

15. Social information disclosure illustrates the balance between 

pnmary objective of proficability and the company's obltgation 

towards the society. [ 1 [ ] [ ] [ 1 [ I 

16. Di cl sing ocial information acti ilies i an e entiat 

part of the c rp rate financial rep rts and ace un I ) I I I I I I I I 

17. Firm - di clo ed ocial in(! rmati n be au they are pre . d 

to ace unt for and di clo e their ocial o rati n t 

ul al the n d 0 man ial tatem m . I I I I I I 

0 :. R R :. p (:. f· 

•111 \ .K \ Ol I OR \ Ol R 



APPENDIX 6: 

Q TIONNAIRE B: 

L liE RE PONDENT: 

Dear Sir/Madam, 

I am a post'' t lu · l stud nt in the Masters of Business and Administration (MBA) 

pr gram, niv ·r tl au i. I am carrying out a survey on the area of social accounting 

di cl ur in lh financial tatements of companies quoted at the N.S.E. 

Thi que tionnaire has been designed to gather information regarding your opinion 

towards " the reasons behind why your company does not engage into social information 

(accounting) disclosure in your annual fmancial reports (statements)". 

You have been selected to form part of the study. I kindly request you to assist by filling 

the attached questionnaire. The information you give is purely for academic purpose and will 

be treated with strict confidence. 

A copy of the research project will be made available to you upon request. Your co­

operation will be highly appreciated and Thank you in advance. 

Yours faithfully , 

NABHAN, M.A 

M B I l) tudent 

cc. tR L1 H · G . D MAl 

up rvi or , 

[ ctur r at the cpartm nt Ace uming, 

Univ r il • o 'air bi. 

,, I 



APPENDIX 7: 

SECTION A: 

For each of the followin ratt.:mt:nt tick the box I ] that best describes 

for each statement. 'J h • r.uin' tr • a f I low . 

1) TOT LL Y Dl A REE 2) DI AGREE 3) NEITHER DISAGREE NOR AGREE 

4) CREE 5) TOT LLY AGREE 

1 2 3 4 5 

1. Methods and principles used in reporting social 

information does not exist. [ l [ ] [ J [ J l J 

2. Social information disclosure does not serve a 

purpose to the users of financial statements. [ ] [ J [ 1 [ J [ 1 

3. It is costly to the company to be involved in social 

information disclosure in the annual reports. [ ] [ ] [ ] [ J [ ] 

4. There are many conflicts and problems in providing 

soc1al information among the company,s management 

thus makes the disclo ure meaningless and waste of time. [ ) [ l [ I r 1 I I 

5. Social information is confidential and the company' 

competiti e position may be undermined by d1sclo ing 

it to the public. [ 1 [ 1 I I I I I I 

6. uch inv lvement ial di cl ure remo c the 

c mpan • • ace umanr ~ u from their m re u ual 

rol a · ing ec nomic activiti on! •. I I I I I I I I I I 

7. ar tr. in d t coli ct, pr 

rmati n in man i I t rm In 

I I ( I ( I ( I I I 

... 



8. Social disclosure provided by companies are weak and 

could be misleading and damaging to the users of 

financial statements. [ 1 [ 1 [ ] [ ] [ ] 

9. The firm's social inform ti n rt:: not ubjc ted to 

formal measurement nd hen i1 rep ning process 

is difficult. 

10. Social information r 'I r 

purp l ·c for c 1111 ani l 

·rvc nly a temporary 
chieve some goals. 

L L. ocial rep rts are unnece ary because investors do 

not know h \ t utilize them and hereby has no 

value to them. 

12. Corporations are not held accountable to social disclosure 

because it is not required by the companies act to 

disclose such information in their annual reports 

[l [l [J flfl 

[ ] [ ] [ 1 [ I [ I 

[] [J [J [] [] 

therefore not mandatory to them. [ ] [ ] [ 1 [ ] [ ] 

13. Since there is considerable disagreement among the 

accountants on the form of social disclosure, 

there is lack of standardized formats for disclosure. [ ] [ ] [ 1 [ 1 [ 1 

14. Interest in the disclosure of social responsibility 

activities is a recent phenomenon in Kenya thus not well 

developed to be captured, reported and demanded 

by the society. [ I [ I I 1 1 1 [ 1 

15. The production of social reports might encourage ociety 

to demand e en more social information from the companie . [ 

16. ocial rep rts pr vided by companie are n t c mprehen i e 

enough to influence dcci i n maker . 

them el e 

I 1 I 1 [ I I I 

I I I I I I I 1 

I I I I I I I 1 

I I I I I I I I I I 



OTHER REASONS SPECIFY. __________________________________ __ 

E TION U: 

Apart from ' 1ur annu I publi hed financial statements, which other means 

of ial di ·to ur ur c mpany engage in communicating your social 

activities to the ociety. 

THANK YOU FOR YOUR COOPERATION. 



APPENDIX 8: 

SCORES FROM QUESTIONNAIR A: 

MllF.R OF RE PONDENTS. 

1 2 3 4 7 H 10 II 12 13 14 15 16 17 18 19 20 

l 5 45544454454 

2 44 4 44434421544344 

AJ 4. 442423344343342 

R 4 

G 5 

u 6 

M 7 

E 8 

N 9 

T 10 

Sll 

12 

13 

·~ 
15 

16 

17 

533332445 2 2 4 3 3 4 324 3 3 

533234355 2 3 3 2 2 4 333 4 2 

422223423 3 3 2 3 2 3 422 3 2 

243443454 4 4 4 4 2 4 544 54 

242422344 3 4 4 2 2 5 443 4 4 

454444555 54 54 4 5 455 4 5 

424124453 4 2 3 2 4 4 434 3 4 

45'>344355 4 4 4 2 4 4 322 3 3 

423'>23443 3 2 4 4 3 432 4 3 

243244444 4 4 54 4 5 454 53 

44-444555 3 4 52 4 4 544 54 

454443443 4 3 3 4 4 4 343 54 

552224344 2 4 4 2 ... 4 3 4 .. 2 

"' 3 3 33 2 3 3 2 4 ~ 

Ol R E: R " f) t f om u tionnair \: 



APPENDIX 9: 

SCORES FROM QUESTIONN IR B. 

J 2 ~\ 4 7 8 9 10 11 12 13 

l 4 5 2 5 4 3 4 5 

4 2 2 3 5 4 2 3 4 

3 4 2 2 3 3 2 4 2 2 3 2 2 

R 4 4 2 3 3 3 4 4 3 3 4 2 3 4 

G 5 5 3 4 2 2 3 4 2 2 3 2 2 3 

u 6 3 3 5 3 2 2 4 4 2 4 3 2 4 

.M 7 2 2 4 4 4 4 4 s 4 ~ 4 

8 1 1 2 2 4 2 2 2 5 4 2 2 3 

9 4 4 4 4 4 4 5 4 5 4 4 4 5 

T 10 2 4 5 3 2 3 2 3 4 4 2 3 4 

11 2 2 4 3 2 5 5 4 4 4 4 4 5 

12 5 4 .. 1 4 5 5 4 4 5 2 4 5 

13 5 2 4 3 4 4 4 4 4 4 3 4 5 

14 5 4 5 4 4 4 5 4 4 5 4 .. 5 

15 5 4 4 3 2 4 4 3 3 4 

4 4 4 3 3 4 3 2 3 3 

17 J:. 4 2 

2 2 3 

l t 1 r 111 <_u ti mn· ir B: 



APPENDIX 10. 

SUMMARY STATISTICS DAT 

COEFFICIENT OF VARIA TIO 

DISCLOSURE: 

OF THE MEAN, STANDARD DEVIATION AND 

FOR THE ARGUMENTS FOR SOCIAL ACCOUNTING 

l. It i a Jon' run ··It int ·r t f bu ine s to get directly 

inv lvcd in ial int rmati n di clo ure to enhance the value 

ME 
AN 

STD 
DEVI 
ATIO 
N 

CO­
VARIA 
T 
ION 

f the firm. 
4.4 0.503 0.114 

2. Abu ine that wishes to capture a favorable public image 

will have to show it in its annual reports that it is socially 

responsible. 
3.7 0.923 0.250 

3. Since businesses have such a substantial share of 

society's management and financial resources, they 

should show how they are trying to solve social 

problems, when other social institutions have failed 3.55 0.945 0.266 

4. Disclosure of business social responsibility is seen as a way 

to improve long-run profitability by the investors. 3.25 0. 910 0.280 

5. Corporate social information disclosure is of 

interest to Kenyan stockholders and potential investors in 

making investment d cis ions. 3.2 1.0 l .314 

6. It is better to start disclosing social information to prevent 

future problem of any mandatory disclo ure through 

compame ct in the annual rep rts the area. 2.7 0.8 1 0.- 7 

7. rp rate ocial information di clo ure will help 

perceive th bu in ~ a viable in tituti n t 

th i t . 3. 5 . 211 

·- 7 

. ll 

'I 7 



MEAN, STANDARD DEVIATION AND COEFFICIENT OF VARIATION FOR 

THE ARGUMENTS FOR SOCIAL A OUNTING DISCLOSURE: 

ARGUMENT fOR 0 'IAL AC 0 TING 

01 CLO URR 

10. l·inanctal t.ttem •nts u cr ha e certain rights to social 

information d1sclosur . 

1 L. Di cl mg c1al information helps evaluate how well the 

firm i trying t fulfill Its social responsibility to the society. 

L. The ocial report is an universal call for the accouting 

profe sional ethics to disclosure additional information already 

provided by other means. 

13. Disclosing social information is relevant for aiding public 

accountability, e aluation, coordination and monitoring of the 

corporate contribution towards social goal attainment. 

14. Investors are provided with a more reliable and sufficient 

information for decision making when disclosing social 

information. 

15. Social information disclosure illustrates the balance 

betv.:een pnmary obJective of profitability and the company's 

obligation tO\'< ards the society. 

16. Disclo ing ocial information activitie 1 an es entia! part 

of the corp rate financial reports and accounts. 

17. Firm di cl cd ocial inf rmati n becau e they are 

pre ed t a ount ~ r and di cl e their ocial perauon l 

ful 11 the n d o financial u cr . 

If 

ME 
AN 

3.3 

3.5 

STD 
DE VI 
ATIO 
N 

1.031 

3 0.918 

3.9 0.852 

co 
OF 
VARI 
ANCE 

0.312 

0.286 

0.306 

0.219 

4.05 0.887 0.219 

3.8 0.616 0.162 

3.1 l.L 0.361 

- 75 0. lO 



APPEND IX ll: 

SUMMARY STATISTIC 

COEFFICIENT OF VARI 

DISCLOSURE: 

OF TilE MEAN, STANDARD DEVIATION AND 

R HE ARGUMENTS AGAINST SOCIAL ACCOUNTING 

~OUNTING 

l. Method· and principle u ed in reporting social 

information d e not e 1 t. 

2. Social information disclosure does not serve a purpose to 

the users of financial statements. 

3. It is costly to the company to be involved in social 

information disclosure in the annual reports 

4. There are many conflicts and problems in providing social 

information among the company's management thus makes 

the disclosure meaningless and waste of time. 

5. Social information is confidential and the company's 

competitive position may be undermined by disclosing it to 

the public. 

6. uch involvement of social disclosure removes the 

company accountants focus from their more usual role of 

asse ing econom1c activities only. 

7. cc untant are trained to collect, proce 

ec n mic information in financial term & n 

tt.:rm . 

and rep rt 

m ial 

ure provid d b • companie arc v. eak and 

din nd d rna in to the u r o t111an ial 

ted 10 form·•! 

10 

MEA 
N 

4 

3.23 

2.54 

3.23 

2.85 

3. 15 

3.54 

.. .4 

STD 
DEV 
A ITI 
ON 

1.167 

0.987 

0.776 

0.725 

0.987 

0.9 7 

l. 127 

1.19 

COOF 
VARIA 

TION 

0.270 

0.313 

0.306 

0.244 

0.347 

0.314 

0.4 7 



MEAN, STANDARD DEVIATION AND COEFFICIENT OF VARIATION FOR 

THE ARGUMENTS AGAIN T 0 IAL ACCOUNTING DISCLOSURE: 

AGRUMENT 
DISCLOSUR 

OUNTING 

tO. ial informati n r p r h uld erve only a 

temporary purp f r c mpanies to achieve some goals. 

1 1. ocial rep rts are unnece sary because investors do not 

know how to utilize them and hereby has no value to them. 

12. Corporations are not held accountable to social 

disclo ure because it is not required the Companies Act to 

disclose such information in their annual reports therefore 

not mandatory to them. 

13 . Since there is considerable disagreement among the 

accountants on the form of social disclosure, there is lack 

of standardized formats for disclosure. 

14. Interest in the disclosure of social responsibility 

activities is a recent phenomenon in Kenya thus not well 

developed to be captured, reported and demanded by the 

society. 

15. The production of social reports might encourage 

society to demand even more ocial information from 

companies. 

16. ocia1 rep rts pro ided by many compante are not 

c mprehen ive enough to influence decision maker . 

r ial di cl ure among c mpanie 

till debatable i they ha\e to en a e or n t. 

id d li on the di crcti n 
h n it 

1)() 

MEA 
N 

STD 
DEVI 
ATIO 
N 

3.15 0.987 

3.69 1.11 

4 1.225 

3.85 0.801 

4.38 0.506 

3.23 0.9 7 

3.15 0. 

3.3 0. 76 

co 
OF 
VARIA 
TION 

0.313 

0.300 

0.306 

0.208 

0.115 

0.313 

0 ... 27 



APPENDIX 12: 
PERCENTAGES OF SOCIAL INFORMATION DI LO ED BY COMPANIES OVER THE 5 YEARS: 

SOCIAL INFORMATIO % OF OMPANIES DISCLOSING THE 
ITEM. IN ORMATION 

199() 1991 1992 1993 1994 

• 100 100 100 tOO 100 
7 5 5 2 7 

2 2 2 9 
4 14 19 23 16 16 

7 5 7 5 2 
6 26 33 26 26 35 
7 7 7 9 5 14 
8 5 5 2 2 2 
9 12 9 12 12 9 

10 5 2 2 7 
11 21 23 19 23 21 
12 2 2 5 5 9 
13 19 12 12 14 28 
14 5 9 5 5 5 
15 2 5 
16 2 
17 2 5 14 14 9 
18 9 7 7 7 9 
19 5 9 9 12 14 
20 2 2 5 5 2 
21 9 7 9 5 5 

22 19 19 14 16 21 
23 21 23 23 14 16 
24 2 9 7 5 2 
25 5 2 7 2 
_6 9 14 21 -6 37 
_7 19 5 14 2 9 

12 21 9 16 19 
16 2 14 5 12 
5 2 ') 

14 19 10 ') 23 
42 ~9 51 -, ~4 

2 5 ') 

'l 33 30 3 .... " 
2 2 

'l 7 -
() 

I I I 
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