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Abstract

Social reporting is the principal instrument for poofit organizations to develop accountability tnds stake-
holders. Social reporting actually doesn’t inforimcgl responsibility orientation of this kind ofganizations,
that is at the base of their missions, but favbesdrowth of consensus and trust of stakeholdeositatteir ac-
tivity and management and it's fundamental to parstiiciency and effectiveness. The role of soep@brting is
not the same for all kind of no profit organizatiorctually different organizations adopts socigborting for
different aims and it's depends on management aheriatics and field of work of the organizatiohkwever
there isn’t, in business community and in the aoagddebate, a shared view about contents and aireadl

reporting in no profit organizations.

It's growing the attention about social reporting italian no profit organizations but at preseneth isn't in-
formation about the extension of the phenomenopatticular it's unknown the number of no profitganiza-
tions that have annual social reporting and there few empirical research that describe how isdperoach
of no profit organizations on social reporting.

The paper presents the results of a research admeial reporting in social cooperatives of Regidmenbardia.
The aim of the research is to analyse the statbefrt of social reporting in this kind of orgaations. There
are 1314 social cooperatives in Lombardia (divedB86 social cooperatives “A” and 458 social coopive
“B").

The research has been conducted with a questiomrsaint to all the social cooperatives of regioredister in
Lombardia. The questionnaire has been sent to E8til cooperatives with a redemption of 10%. Thieg>

pal issues of the research are: level of diffusiéisocial reporting, why cooperatives doesn’t adityi kinds of
documents, principal aims of social reporting gardspective benefits, stakeholders engagementtsteiand
principal contents of social reporting.
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1 — Introduction

The paper summarizes the results of an empirisglareh study in the social co-operatives of
Lombardy, Italy, which was carried out with the aidindrawing some conclusions about the
state of the art of social reporting in these oizgions “representing the institutional face of
social enterprise”l.

The subject of corporate social responsibilitywad as its measurement and stakeholder
communication with social reporting being the masdely used tool in practice, has been
largely debated over the last few years, and listatlay at the center of both academic and
non academic debate. Although the debate abouals@sponsibility has traditionally been
focused on the issue of profit-making business$esidol of social reporting has recently been
paid increasing attention also by non-profit secimerators and scholars2-3.

Non-profit organizations are the paradigm of thghkirust organization within which so-
cial responsibility is the founding elemént

The social report provides a complete picture efdbnduct of a non-profit organization,
as it provides the qualitative, quantitative, anohetary information to highlight its ability to
be efficient when it comes to management and éffieethen it comes to the implementation
of both short-term objectives as defined in thenplag process and long-term goals as de-
fined in the memorandum of association and in tigamizational strategic plans.

The social report is a sophisticated managemeit tto® utilization and implementation
of which requires an organization to achieve aagennaturity in terms of:

— Awareness of the potentialities and risks of tha toonly an appropriate approach to the
issue of social reporting and the actual commitnmenthe part of internal stakeholders can
bring actual benefits;

1 Mazzoleni G, Galardi G. (2004Essere responsabili: le cooperative lombarde ra¢ana, Cooperazione Ita-
liana, n. 6 Giugno. Law 381 of 1991 defines soc@bperatives under article 1 as organizationsrigathie ob-
ject of pursuing the general benefit of the comryytiiuman promotion, and the social integratiogitzens”.

2 Negri G., Dbattito aperto sul bilancio sociale, terzo settone9. Molgora shares the same opinion: “ (...) As
opposed to what was going on in the recent pagtnwbcial reporting was mentioned almost exclugiirel
business studies only, this tool is currently esterd with great expectations for the successfuéldgwment of a
mode of producing public-interest services whictifferent from the public and/or market-orienteddas, and
which is implemented with the forms and modes ¢ibacof not-for-profit organizations.” Molgora MDai va-
lori alla realizzazione del bilancio sociglémpresa Sociale, 62.

3 The social nature of corporate reporting has loawing more and more attention over the past feavs
from scholars, business analysts, and econontists arousing the interest of both the entrepreakworld and
the third sector. It can be easily found that bmitblic and private organizations and companiesyedlsas non-
profit organizations, show awareness of their daaid environmental role by declaring their broadeBing-
ness to take on the accountability for reportirggdbnsequences of their conduct in the variousaeteareas.

4 “Social responsibility is not an optional elemémdt can incidentally be applied to the concepraérprise.
On the contrary, it is a constituent element, asmterprise exists unless it is a socially resgesirganization.
There are arguments to support that any enterpais@perate as if it were not doing so in a givemmunity,
within an environment, within a culture, as if itldhot exchange financial, knowledge, and nomieaburces. If
this holds true for profit-making businesses, thiémwlds true even the more so for non-profit oigations —
non-profit organizations were established as tealr®f the assumption of this responsibility. Trakon the role
of a responsibly behaving social player comes fileenconcept of the culturally assimilated enterpés a so-
cial and economic system.” Taken from Maino G.,2Z®llancio e rapporto socialdn “Fuori Orario”, n.18/19.
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— Ability to sustain the reporting activity over timean organization that undertakes the
journey towards accountability and effective socggporting earnestly and knowledgeably,
has embarked on a journey “without return”;

— Availability of technical-managerial competencesl d@ools that can assure the signifi-
cance of information — in order to start an effeetsocial reporting activity, adequate infor-
mation systems must be available that can captamagement specificity and provide rele-
vant information.

Whilst studies in social reporting are now consatiiag in Italy, the practice in most non-
profit organizations is still in a pilot-testing ae.

The recent legislation about social enterprisectiprovides for mandatory social report-
ing according to established guidelines, undougtbdlps in supporting the dissemination of
social accounting.

When the subject of social reporting is placedhim ¢ontext of social co-operatives, a ty-
pology of the much wider non-profit sector, it slibbe noted first of all that it is the one and
only true reporting system that can measure thioqmeances of these organizations. If the
focus of attention is shifted from purely incomeséd goals, i.e. from goals oriented towards
the maximization of operating income, to goals amrfior the creation of social utility for the
whole or parts of the community, it is necessarfirtd new tools for measuring these metae-
conomic performances as well as the achievemethieabrganizational mission.

2 - Analysis sample and research methodology

The research study has involved the entire univefrsecial co-operatives in Lombardy, for a
total of 1,314 organizations. This was made possiyl the Region of Lombardy that pro-
vided access to its database containing the demloigranformation about all the social co-
operatives enrolled on the regional regi8terom the analysis of the reference population it
can be noted how type A social co-operatives, ¢haty out socio-healthcare and educational
activities® prevail in terms of both overall numbers and saethey account for 65.14% of
the regional total with 38,837 employees. Type Biaoco-operatives, that are involved in
job placement for disadvantaged peéplaccount for the remaining 34.86% and employ
10,321 worker8.In terms of geographical distribution, a strongaantration can be noted in
the provinces of Milan and Brescia, that absorbertban half of the social co-operatives in
the entire Region, i.e. 34.09% and 17.28% respalgtiwhilst no other province reaches 10%
of the reference population.

5 Special thanks to Dott. Alessandro Ronchi fordaiaboration.

6 Besides socio-health services, the Region of Lathbhas also added welfare services which accaura f
considerable portion of human services.

7 Type B co-operatives carry out a wide range afaiets, including farming, manufacturing, handittsa
commercial and service activities, except for tbiviies performed by type A co-operatives, throwghich
they integrate disadvantaged people into the labwuket.

8 Our own data processing based on the data provigiéite Region of Lombardy.
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Chart 1 - Population composition by type  Chart 2 - Reference population: some data
of co-operative about human resources
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Chart 5 - Composition of the reference populatigrpbovince of origin
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In order to show how the social co-operatives aibardy approach the issue of social
reporting, a questionnaire was developed with mpastised questions with a view to:

258 © 2003www.ea2000 tECONOmiaA ziendale2008y,



— understanding the level of dissemination of the smoongst social co-operatives in Lom-

bardy;

— understanding the reasons for non reporting;

— understanding the purposes driving organizationgrépare a social report, and the key

benefits attained by organizations;

— showing the development of the tool over time;

— defining the means for circulating the tool, arsdrécipients;

— understanding the engagement of stakeholders degign and development;

— reviewing the existence of a minimum set of infotim@aand of some basic framework.
The guestionnaire was sent by electronic mail eéodhtire universe of reference, with a

response rate of 9.89% for a total of 130 questioes completed. The response rate was

higher in type B social co-operatives, with 53 read questionnaires, i.e. 11.57% of total

type B co-operatives, whilst the questionnaires meted by type A co-operative were only

77, i.e. 9.00%.

Table 1 - The analysis sample — questionnaireaesp rate

Reference Analvsis samole Response
population Y Pt rate %
Type A social co-operativgs 856 77 5.86%
Type B social co-operativgs 458 53 4.03%
TOTAL 1314 130 9.89%

The following charts, drawn from the analysis o thata in the Lombardy database, show
how the set of organizations responding to the tjpresire does not represent the starting
population faithfully enough to be considered a glanirom a strictly statistical (probabilis-
tic) standpoint. Although this sample does not djeemuch from the overall population in
terms of distribution by type of legal entity, iblwever shows varying characteristics with re-
gard to both geographical distribution across proes and distribution by organizational
size, i.e. employees for type A co-operatives anckers for type B co-operatives.

The next considerations were extrapolated fromiffmation obtained in the answers
to the questionnaire. They relate to the periodstéblishment and to the size of organizations
by number of members, number of workers and byotten

The distribution by period of establishment showsvisocial co-operatives are a fairly
recent experience, spanning over the last threaddsconly, which is in line with the evolu-
tion of the needs associated with human servigeswath the consolidation of the principle
of horizontal subsidization. The first social coeogitives were established in the late seven-
ties and early eighties, when no specific legishativas in place. This type of legal entity was
recognized by the legislation only in 1991 when B81 was eventually passed.
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Chart 6 - Composition of the analysis sam- Chart 7 - The sample analyzed — some data

ple by type of co-operative about human resources
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Chart 10 - Sample composition by province
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Chart 11 - Composition of the sample of sociabperatives by period of establishment
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Whilst the chart on the distribution by number cémbers shows some concentration of
social co-operatives belonging to the size groupireg from 10 to 30 members with a per-
centage above 40%, the chart about the distribudgfoworkers shows instead some greater
uniformity within the various size groups. With eed to both members and workers, it can
be noted how more than 30% of the sample falls tiéosize group above 51 members and

workers.

By disaggregating the data about workers and mesrietype of legal entity, it can be
noted how type A social co-operatives have largerage sizes — they account for almost
80% of the co-operatives with more than 51 membadsfor 75% of the co-operatives with
more than 51 workers.

Chart 12 - Composition of the sample of
social co-operatives by number of mem-

bers
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Chart 13 - Composition of the sample of
social co-operatives by number of workers
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The larger average size of type A co-operativedss confirmed by the turnover variable.
The organizations analyzegield an aggregate turnover of almost 180 milleamo, with an
average value of approximately 1.5 million eurowdger, as shown in the table below, the
gap between type A and B is huge, as type A coabpes have an average turnover which is
twice as big as the turnover of type B co-operatii8 out of 24 social co-operatives with
over 2.5 million euro turnover are type A co-Opmes.

Table 2 - Analysis sample — average turnover pg tf co-operative

aggregated tumnover No. average turnover
sample
Type A € 130,331,351.70 70 € 1,861,876.45
Type B € 47,752,806.97 49 € 974,547.08
TOTAL | €178,084,158.67 119 € 1,496,505.54

3 - Social reporting within the sample

Out of the 130 social co-operatives that resporiddétie questionnaire, 40 stated that they do
prepare a social report, that is 30.77% of the $andphis finding shows how the social co-
operatives of Lombardy have a good understandirtheotool, as almost one out of three or-
ganizations actually uses the tool.

Chart 14 - Social reporting within the sample, lexied by type of social co-operative

O NON REPORTING

69.23%

O SOCIAL
REPORTING
30.77%

| BSC
8.46%

9 Type B co-operatives carry out a wide range ofvaiets, including farming, manufacturing, handittsa
commercial and service activities, except for thavdies performed by type A co-operatives, thrbughich
they integrate disadvantaged people into the lab@uket.
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The distribution by type of legal entity shows arkeal prevalence of type A social co-
operatives with 29 reports, i.e. 72.50%, while tbmaining 11 co-operatives, i.e. 27.50% of
the total, are type B.

Chart 15 - Sample distribution by type and prepiaraof the social report
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Chart 16 - Distribution of the social co-operatsvpreparing the social report by year of es-
tablishment
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The distribution by year of establishment of thgamizations preparing the social report
is similar to the entire set of organizations urstady.
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Chart 17 - Composition of the sample of Chart 18 - Composition of the sample of
social co-operatives by number of mem- social co-operatives by number of workers
bers
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Chart 19 - Composition of the social co- Chart 20. Composition of the social co-
operatives preparing the social report by operatives preparing the social report by
number of mem- number of workers
bers
21 TO50 _
31 TO 50; 51 TO 100; 27 50% 51 TOO 100;
17.50% 22.50% 15.00%

OVER
100;
32.50%

10 TO 30 OVER 100: 11 TO 21 . L
MEMBERS; UP TO9 25.00% 15.00% 17O 10; 0; 5.00%
MEMBERS: 5.00%

5 009

Snvivra)

With regard to size, the organizations preparirg shcial report are on average larger
than the total:
1. The average turnover is more than twice as tiahon-reporting organizationse (
2,552,332.43 vs. € 1,020,095)8and, although there is only 40 of them, yet thieyd 53% of
turnover,
2. in the social co-operatives preparing the saapbrt there is a greater concentration of
organizations with more than 51 workers
3. the same as above applies to members.
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In summary, it is clear that the average turnovehe social co-operatives preparing the so-
cial report is much higher than the average turn@fenon-reporting co-operatives, more than
twice as much in both type A and type B co-opeestivihere is a correlation between the size of
social co-operatives and the adoption of the sa@pbrting tool, as evidenced in the charts
showing the percentages about workers and membeesorganizations preparing the social re-
port are actually more concentrated in the sizeggdl to 100 and over 100 versus total distri-
bution.

Table 3 - Correlation with average turnover betweecial reporting and non-reporting organi-
zations

REPORTING ORGANIZATIONS NON REPORTING ORGANIZATNS
OVERALL AVERAGE OVERALL TURN- AVERAGE
NUMBER TURNOVER TURNOVER NUMBER OVER TURNOVER
€
A 26 77.104.428.08 € 2,965,554.93 44 € 53,226,923)6Z 1,209,702.81
€
B 11 17.331.872.00 € 1,575,624.73 38 € 30,420,934/9% 800,550.92
€
TOTAL 37 94.436.300.08 € 2,552,332.43 82 € 83,647,858/5% 1,020,095.84
SUM
OVERALL TURN- | AVERAGE
NUMBER| OVER TURNOVER
A 70| € 130,331,351.70| €1,861,876.45
B 49| € 47,752,806.97| € 974,547.08
TOTAL 119| € 178,084,158.67| € 1,496,505.54

These percentages cannot, however, lead to congldldat some minimum size can be pin-
pointed agonditio sine qua nofor preparing the social report, as also confirrogdhe reasons
advanced by co-operatives for not preparing thebkoeport.

The reasons put forward chiefly vary from factoetated to some scarce knowledge of the
subject matter to management issues inside orgamszaincluding the blunt acknowledgement
of having never even thought about it and the gtroalief that the tool does not bring in any
higher benefits than the costs incurred.

It is important to emphasize that 9% of the co-apees started the process only to drop it
chiefly because of lack of financial and human veses to dedicate specifically to the project.

Moreover, almost 8% revealed that they had staredrocess for developing the social re-
port, some of them even specifying that they inéehid conclude the first edition in 2008.
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Chart 21 - The reasons why the social report isprepared
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Chart 22 - No. of reasons for non reporting
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This 8% is significant because it somehow confith®t the consideration for social report-
ing has been increasing in the recent period, as/shn the next chart illustrating that 74.36%
prepared their first edition only after 2002.
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Chart 23 - Year of first edition of the social repo
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Chart 24 - Number of social report editions in tteses under study
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The data reported in this chart are not wholly ieat with the data in the previous chart
because not all organizations prepare their soggdrt on an annual basis as it is still a voluntar
tool and, above all, some of them haven't yet @itadd the 2007 edition as there are no deadlines
for publication.

4 - The purposes of social reporting

The subject of purposes is related to the reasehmt a non-profit organization’s choice to ini-
tiate the social accounting process, to the exgdotmefits of such activity, and, finally, to the

fconomiafAziendal82?2%en - © 2003www.ea2000 it 267



recipients of the document. Although the main fiorciof social accounting is to inform stake-
holders, the studies reveal that social accoumturgues diverse aims and takes on diverse values
for individual organizations.

Aims and values may concern the inner dimensiomahagement or the relationship of a
non-profit organization with the outer environmént

With regard to the inner dimension, social accoyghthay foster:
— A reflection upon the organizational mission andntity. It is important to periodically re-
flect over one’s own identity in order to adjuse tmission to the ongoing changes and to the new
challenges that the community and the society pos® non-profit organization. Within a na-
tional context where the third sector is askedrtmipce more and more adequate social value, in
terms of interventions and services, to meet tlex-evolving social needs, the issue of periodi-
cally revising the mission becomes highly critical.
— The development of and progressive integration witfer management toolé collabora-
tive climate favors the exchange of competencestla@gositive discussion about the manage-
ment practices of individual operating units anduwlihe tools used.
— The focus on strategic goalSocial accounting allows staff to have a unitasyon of the or-
ganization, and to recognize the impact of theviddial operating unit’s activity on the overall
efficiency and efficacy of the organization as aoleh This is fundamental to the growth of an
inner commitment to the strategic goals, as weltoastaff motivation, and to the growth of a
common sense of belonging and loyalty to the omgian.
— The review of the results achievé&sbod social accounting “forces” an organizatiomteas-
ure its efficiency and to review the consistencyween the results achieved and the goals de-
fined in the planning process, i.e. efficacy.

With regard to the outer dimension, social accagntnhay foster:
— An improvement in the relationships with “stakelesk!. Accounting for one’s own actions
and conduct to stakeholders, and engaging thehreisdcial accounting process are fundamental
to attaining greater consensus and the outer emmigat’'s confidence in the organization’s ac-
tivities.
— Better knowledge of the organization from the al@sirhe social report is inappropriately
considered by many non-profit organizations as angemmunication tool (these realities are
deficient in data and in information significance).
— A growth in reputation and an improvement in thediwising activityIn this case, the social
report is a real marketing tool.

The experiences highlight the general trend of Enalrganizations to attach internal pur-
poses and values to social accounting at leashenptocess start-up and pilot-testing phase,
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whereas larger organizations — which address thatoim market in an organized manner — are
fully aware of potential internal benefits, and gch greater external value to the social report

Social co-operatives were asked what the reasons tivat led them to preparing the social
report, and who its main recipients would be, thgrasking them to give a score of 1 to 5 to a
number of items based on their relative weight. fihal results were obtained by adding up the
scores given to the various items.

Chart 25 - Purposes of social accounting

Review the consistency between 161
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activity
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efficiency/efficacy
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Improve fundraising 82
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The results show the prevalence of the internales#that social co-operatives seem to chiefly
attach to the tool. The key recipients are actuallgrnal stakeholders, who can review the or-
ganization’s achievement of organizational goalsugh the social report.

10 Giordano F. (2007)’approccio dell'impresa sociale al bilancio soog&lun modello interpretatiydPaper presen-
ted in Naples during the'Tonference on social enterprise held by Irisnetwor
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Chart 26 - The key recipients of the social report
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Chart 27 - The key benefits obtained through thepédn of the tool

Review of the results achieved by the organization 146

127
§ 125
122

Definition of the mission statement

Improved stakeholder relationships

Stronger reputation
Improvement in management efficacy & efficiency

Improvement in the organizational climate

Acquisition of new professional competence

Introduction of new management systems

Redefinition of the mission

Improvement in the fundraising activity

0 20 40 60 80 100 120 140 160

270 © 2003www.ea2000 tECONomiaA ziendale2100y 4y



With regard to the external value, the prevailirgnd is to consider the social report as a
mere communication tool, rather than as a repotbogto stakeholders. Moreover, it is interest-
ing to note how the key impact factors of the astwpof the tool concern the reflection over the
organization’s identity and over the results acbéely the organization.

5 - The process for preparing the Social Report

The process is the dynamic side of the “social mapg’ system, in that it defines how social ac-
counting activities are developed within an orgatian.
The qualifying elements of the social accountingcpss are related to the issue of “stake-

holder engagement” and can be chiefly traced back t
— the number and type of stakeholders that are edgagaeparing the social report
- how stakeholders are engaged
— the steps in the social accounting activity in iahiicey are engaged.

Table 4 - Types of stakeholder engagement

Workshopg Focus | Internet | One-on- | Group | Testimonials| Satisfaction total
groups | forums | one inter-|interviews| in the social surveys
views report
Users 0 1 0 3 3 1 18 26
Members 8 11 0 10 7 4 13 53
Staff 4 10 1 8 7 2 18 50
Citizens 0 0 0 0 0 0 1 1
Public organi-
zations 1 1 0 5 0 0 8 15
Donors 0 0 0 0 0 0 0 0
Sponsors 0 0 0 0 0 0 1 1
13 23 1 26 17 7 59 146

The data are a confirmation of the propensity aiadcco-operatives to engage stakeholders
even in their social accounting activity. In onl§o7f co-operatives is one type of stakeholder
only engaged in preparing the social report. Asashin the table, a number of different ways of
engaging stakeholders have been adopted, evenhthibegise of customer satisfaction surveys is
predominant.
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Chart 28 - Stakeholders engaged in designing tceakoeport
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Chart 29 - No. of stakeholders engaged in desgttie social report
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Direct listening and discussion tools like focusugs and interviews are widely used for
members and staff. The type of stakeholders engagdbe reporting process confirms the
greater internal value attached to the social tdpoco-operatives.

6 - The content of the social report

6.1 -Thereporting frameworks for social accounting

The first issue that a non-profit organization magdtiress once it has taken the decision to pre-
pare the social report, is the choice of the s@abunting framework it wishes to adopt. The re-
porting frameworks define the content of the socgglort and how it should be prepared. They
are developed by study groups and by internatienghnizations. The majority of reporting
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frameworks were developed for business compartiesatea where the issue of social responsi-
bility first evolved. It has been only in the pésiv years that the debate about the need of devel-
oping specific reporting frameworks for the nonffireector has been launched in Italy, and has
yielded some major contributions.

The long-standing lack of sound and shared themaletiameworks has led to the prolifera-
tion of documents with sometimes similar content, Wwith many different names; or documents
with the same name but with totally different conitéThe need to develop uniform reporting
frameworks for social accounting, that can allownparisons to be made over time and across
organizations, has led to the definition of refeeestandards for the preparation of the social re-
port. The path followed over the last few yearsed$ the positioning of the business community
around two possible alternativés:

— process standartiaving the goal of standardizing the managemert pacycle seen as “a
coordinated, cross-sectional, and multidisciplinsgy of activities aimed at promoting an intra-
organizational change, i.e. an improvement prot@sards socially and financially responsible
management. The path is periodically monitored agywbrted through the social reporting
tool/document;

— content standarddentifying and standardizing the actual conterftshe social report di-
rectly, whilst not refuting that it is the outcoré a process based on the dialogue with stake-
holders.

Even if many reporting frameworks provide inforneatiabout both the content and the proc-
ess, it is possible to talk abot#:

— process standarddor the guidelines in the Copenhagen Chéttdor the AA1000 and Q-
RES frameworks;

— content standarddor the frameworks developed by GBS (Gruppo ddst sul Bilancio So-
ciale, Italian Social Reporting Study Group), bylG&lobal Reporting Initiative), the guidelines
of CSR Europ¥ and the recommendations of the Italian CouncilChfartered Accountants
(CNDC).

11 Francesconi A. (2007)p. Cit..

12 Rusconi G.F., Dorigatti M. (2004},eoria del bilancio sociale e applicazioni praticHeranco Angeli, Milano,
page 29.

13 The Copenhagen Charter is not addressed herecas #ctually be traced back to AA1000, see RusGoFi,
Dorigatti M. (2004)0p.Cit page 35.

4 For more information about the various forms ofiabaccounting, see: Chiesi A., Martinelli A., Pghtta M.
(2000),11 Bilancio sociale. Stakeholder e responsabilitciale d'impresall Sole 24 Ore, Milano.
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Chart 30 - The reporting frameworks adopted by &loCb-operatives

100% -

75% -

47.5%
50% -+

22.5%
15.0%

25% 10.0% 12.5%
5'0% “
0% ; ; ; ; T T
NO GBS GRI CSR-SC CNDC OTHER
STANDARD

The results show how there currently is no refezeinamework for co-operatives that thus
approach the issue in a highly inconsistent manner.

Most of the main reporting frameworks availableha literature do not meet the need for so-
cial accounting of the co-operatives that have regaged for years in studying and analyzing
the various alternatives in order to finalize aomipg framework that would match their man-
agement peculiarities.

Chart 31 No. of reporting frameworks adopted bgi@lcCo-operatives

1 FRAMEWORK
82.50%

2 FRAMEWORKS
12.50%

NO STD
5.00%

Under the item “other”, it is actually possibledee how a great deal of co-operatives adopt
“home made” frameworks, developed by consortiayo(Llegacoop confo) study groups of staff
and consultants from the world of social cooperatio
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6.2 -The document sections

The various reporting frameworks comprise the dinds for developing the final document,
however the literature is agreed upon the fact thatsocial report, consistently with its main
purposes, should include some essential elemehts.e$sential information to be disclosed in
order for an accounting document to be called soeport is divided into three sections:

1. corporate identity;

2. presentation of the financial dimension of mamagnt;

3. presentation of the qualitative and quantitativeension of management.

6.2.1 - Corporate identity

The first section in the document, called identityst provide the elements allowing stake-
holders to get as close an idea as possible ofrgnization, of the goals it pursues, and of its
conduct, with a view to allowing them to form anrdpn about the consistency of strategic and
value drivers with the results attained.

The identity of a non-profit organization is chieflefined by:

1. Mission statement and value system,

2. Governance and organizational framework,

3. Stakeholder analysis.

The mission statemens the element that mostly characterizes the itdeofi non-profit or-
ganizations, it represents an organization’s siratéocument, it defines an organization’s guide
lines and action lines in relation to the needsténds to meet and to the local context in which i
operate®. It is both the starting and reference point fa &ntire reporting activity. On the other
hand, the presentation of tigevernanceandorganizational frameworks aimed at illustrating
the decision-making and management model of a mofit-pprganization. Within organizations
that are inspired by values such as participasabsidization, and mutual aid, these issues take
on special significance. A management and govemanadel which is consistent with one’s
own mission favors the efficacy of organizationeti@n.

Corporate identity should also include by full ighn accurateanalysis and charting of
stakeholdersto be understood as all those individuals andapei and public organizations that
impact on an organization and that are impacted Uggoan organization’s activities. This con-
sideration is corroborated by the fact that anyamslof the quality of the relationships going on
between an organization and its stakeholders id#éises for the strategic rethinking of any non-
profit organization, as stakeholder consensus amfidence in the organizational action and
conduct are the necessary precondition for theramgipursuit of organizational purposes.

15 For more information, see Francesconi A. 20D, Cit.
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Chart 32 - The sub-sections found under corpordéaiity
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The most interesting data lies in the fact that 3F%ocial co-operatives does not present its
stakeholders. However, it should be underscored Wwelv95% of organizations dedicate a spe-
cific section to human resources, which can berpnéted as an in-depth analysis of the stake-
holder section, and yet it well reflects the natafeéhe co-operative world about the quality of
work for its members and workers.

6.2.2 -The presentation of the financial dimension of management

The second section that the social report is cawgrdf, is dedicated to the presentation of the
financial results of an organization. Efficient rmgement and effective resource allocation are
the essential prerequisites for the economic vtgtof every organization.

The traditional financial disclosure in the form tbe financial statement which non-profit
organizations must however prepare annually, hasmajor drawbacks. The first drawback is
related to the nature of organizations, as the raggregate data provided by the statement, i.e.
the operating income, has little information valuigh regard to the measurement of organiza-
tional performance. In other words, the operatim@pime does not measure at all the achievement
of organizational goals, nor the consistency ohargational actions with the mission.

The second drawback is inherent in the tool asré¢lading of financial statements requires
specialist competences that the layman does net hav

This second section of the social report must beediat providing stakeholders with the
necessary data to make an assessment of the ecoandhfinancial management of an organiza-
tion and a final analysis of organizational effiwg. The significance and relevance of financial
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information can be related to the issue of theassification of financial items and to their pres-
entation.

Chart 33 - Inclusion of financial statements in Hueial reports of social co-operatives

YES

NO
40.0%

The answers provided by social co-operatives hagitdid how 90% of their social reports in-
clude a section dedicated to the disclosure ohfira information. However, there is some sig-
nificant inconsistency in the presentation of fioah disclosures in the social reports under
study.

Chart 34 - Inclusion of added value production ampbortionment schedules in the social re-
ports of social co-operatives

NO AV

32.5%
40.0%

AV
67.5%

-1
NO FS
27.5%

The co-operatives were asked to specify how theosers subdivided, in particular with ref-
erence to the inclusion of the following:
1. Financial statement;
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2. Auditor’s report;

3. Schedule for the determination and apportionro€Aidded Value;
4. Source and application of funds statement.

Chart 35 - Inclusion of notes (charts or other)ojgerating income and charges in the social re-

port
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Chart 36 - Presentation of income
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Chart 37 - No. of different types of presentatibmoome
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Chart 38 - Presentation of operating charges
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Chart 39 - No. of different types of presentatibeltarges
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6.2.3 -The presentation of the qualitative and quantitative dimension of management

The presentation of the qualitative and quantieatimension of management is the most critical
issue organizations have to address when preptraigsocial report. The reasons for this issue
to be critical may be traced back to the following:

1. The reporting frameworks available in the litara do not provide any operating instructions
for identifying measures, thus leaving it up eryin® the discretion of organizations. The only
exception is represented by the reporting framevpooposed by chartered accountants, that sets
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forth an organized system of measures includingngkas and accurate guidelines for their de-
velopment.

2. The performance measurement activity has sometgtal drawbacks for all types of organi-
zations, and particularly for non-profit organipats due to:

a. The difficulty in measuring the results and ictpaf activities of a social kind,

b. The need to have specific competences due ti@theicality of the subject matter,

c. The need to have adequate information systems.

In the end, the measurement activity involves atersible organizational and financial in-
vestments.

In order to develop this section of the social répassion, there are two issues to address:

— How results should be presented;
- What measures should be used.

The way in which results are presented must beistem$ with the identity and with the
management model of an organization. If the mairp@se of social accounting is to inform
stakeholders about the consistency of the missitnthe results achieved, the key to reading the
data provided in the document must be consistetit such purpose. Therefore, depending on
organizational specificity, results can be presgbie
— Activity areas and scopes of action (in this regéné CNDC reporting framework draws a
distinction between institutional activities angpart activities);

— Specific groups of stakeholders;

- Mission items and values;

- Projects or programs;

— Geographical and community action areas.

The choice of measures must ensure that documeipienets receive adequate information
about an organization’s efficacy. Consequently, imasures chosen must have the following
characteristics with a view to good social accaumti
- Relevant and significant measures must be consistent with the learnimgoses that they
have been developed for.

— Clear— measures must be clearly defined in order tadawasinterpretations.

— Comprehensible- the definition of a measure must be easy to nstaed to information re-
cipients. Sometimes it may be necessary to addseriggon of the purposes and characteristics
of a measure to its definition in order to factigautilization.

— Balanced and exhaustiveit is necessary to develop a set of indicatoas ¢n measure each
and every dimension of organizational performamaee can provide a complete overview of all
useful information to evaluate the results attained

— Comparable— measures provide more significant informatioty amhen they can be com-
pared over time and/or across organizations.
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Chart 40 - Presentation of results
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Chart 41 - No. of different types of presentatisediwith a focus on the co-operatives using only
one type
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It goes without saying that the quality of the sabeeport and its information value largely
rely on this section.
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This study only explores the issue of how datgpaesented. An analysis of the quality of the
measures presented in social reports would reamirad hoc in-depth study due to the complex-
ity of the subject.

The analysis shows how the majority of social reppresents the results by activity and ac-
tion areas, in line with the management model ofad@o-operatives.

7 - Conclusions

The study provides us with some interesting comatdens:

— the social co-operation sector shows a signifieartt satisfactory level of dissemination of
social accounting (40 social co-operatives out 3@ to-operatives that responded to the ques-
tionnaire, stated that they do prepare a sociartewhich accounts for 30.77% of the sample);

— there is a positive balance between organizatisizaland propensity to social reporting;

— the reasons for not preparing the social reportcarefly related to a lack of financial re-
sources and of in-house competences, as wellas &s yet poor understanding of the tool;

— co-operatives significantly attach greater intenvaue to the social accounting activity, as
corroborated by the fact that the main recipietithhe social report are an organization’s mem-
bers and staff;

— it is possible to detect a significant orientattowards stakeholder engagement in the social
accounting activity. The stakeholders engaged énréiporting process are chiefly internal ones,
and this is a confirmation of the greater intermalue attached to the social report by co-
operatives;

— the main reporting frameworks available in theréitare fail to meet the need for social ac-
counting of social co-operatives, that largely erab independently develop their own frame-
works or follow the frameworks developed by consgrto-operative syndicates or study groups
of consultants and staff;

— there is convergence in including in the sociabrep section dedicated to corporate identity,
a section dedicated to the reporting of resouritization, and a section dedicated to the presen-
tation of the results of activities. In additiorvea though not all the social reports include a de-
tailed section about stakeholders, 95% of orgaisizathowever dedicates a specific section to
human resources.

As at today it is still hard in most cases to pemsnd judgement of value on the actions and
conduct of individual organizations by reading sueial accounting documents, and it is even
harder to carry out any benchmarking activity. Bhir great variety of behavior with regard to
the quantity and quality/significance of the infa@tmon included in the documents (there are
documents with just a few pages and too long-windiecuments). The co-operatives that have
gained some experience in social accounting issuesstime, have refined the document over the
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years thereby succeeding in improving the qualiy mformative value of the latest editions of
their social reports.

The recent legislation on social enterprises, fnavides for mandatory social reporting ac-
cording to established guidelines, undoubtedly godke direction of supporting the dissemina-
tion of social accounting and of coming to the rggion of uniform and, therefore, comparable
documents. The Region of Lombardy is also evalgaiire opportunity of introducing the man-
datory preparation of the social report for theigooo-operatives enrolled on the regional regis-
ter.

Nonetheless, the development of a real cultureasfsparency is not only related to legisla-
tive changes, that always carry with them the pitfared-tape constraints, or to the sensitivity o
individual organizations, but also to the solicdas that must come to social enterprises from
their key stakeholders (donors, business compapigsjc and private organizations) who, as
they make financial resources available and detdegatvices, have to make sure that organiza-
tions act as efficiently and effectively as possibl
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