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1. Introduction

socially responsible behavior is not only modern topic of our time. 

It is also a prerequisite for achieving a sustainable society as a whole.

Still, about social responsibility there are numerous misunderstandings 

and weaknesses in both theory and practice. 

These shortcomings will be discussed from corporate investment 

financing point of view. 

There are at least two areas to be considered.

1, some weaknesses in social responsibility theory;

2, banks’ and other lenders’ practice is influenced by these weaknesses; 

→ many possibilities to improve e.g. banks' decision-making about 

financing corporate investments, especially from social responsibility 

point of view.
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2 Today's understandings of SR - 1

Understanding and addressing the social responsibility (SR) = a 

precondition for shaping and establishing economic democracy towards 

achieving a sustainable development

Authors & international institutions define SR in many ways;

e.g. ISO 26000 standard with its seven principles;

responsibility for future generations, for workers and human creativity, 

for income inequality, for governance, for the elderly, for 

entrepreneurship, for health, for politics, and for history;

responsibility of different entities and/or activities (states, communities, 

businesses, students etc.); the biggest focus is on corporate social 

responsibility (CSR); → many aspects and importance of SR =

relations, holism, long-term view
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2 Today's understandings of SR - 2

Recent understanding of social responsibility considers 

• A new stakeholder approach as opposed to the traditional view of 

promoting the exclusive interests of stockholders; 

• Managerial values and discretion as being key promoters of socially 

responsible actions and the notion of organizational moral 

responsibility analogously to that of individuals;

• New aspects in corporate legitimacy; 

• Alternatives to the traditional view of corporate governance; 

• The role of an interventionist government in enhancing corporate 

socially responsible behavior

the shift from stockholder to stakeholder is still not fully reached
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3 Some critical remarks - 1

some shortcomings that act as barriers to further growth, introduction 

and enforcement of the social responsibility paradigm:

1) No brief and holistic definition. It could be as follows: social 

responsibility is the responsibility of individuals and organizational 

systems of all forms and levels for the creation and distribution of value 

added, that is, in increasing the welfare of the whole society.

2) Not CSR only, social responsibility of individuals 

3) discussions are mostly based on ethical aspects; the legal and

economic system is not changed yet 

./.
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3 Some critical remarks - 2

4) above definition of SR prefers value added, but accounting standards 

still require profit and loss statement as a basic information on 

company's performance. International accounting standards (IAS) reflect 

a political consensus that aims to provide the world’s capital markets 

with a common language for financial reporting. International Financial 

Reporting Standards (IFRSs) form the basis of accounting in numerous 

countries. Only GRI Standards, in the context of economic disclosures 

speak about created economic value recommendations for additional

disclosures, only, not decisive force to implement the changes, BUT 

profit cannot be fundamental information about an organization’s 

performance, BUT value added in its broader sense = long-term 

purpose of organizations as an important issue and diminishes a 

weakness of a social responsibility theory → economic awareness of 

SR
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3 Some critical remarks - 3

5) The value added should not be only created. It should be also 

properly distributed among all companies' stakeholders. To do so, 

stakeholders should be properly defined and classified = 

stakeholder bears part of the risk in company's operations. The 

participation in managing the corporate risk is at the same time also a 

criterion for the definition of the stakeholder : From the point of view of 

risk-taking, stakeholders can be divided into:

• Non-governors, i.e. those, who bear a small part of the company's 

risk; they are directly or indirectly affected by better or worse results 

from the company's operations. They cannot directly influence 

business decisions; but the possibility of different types of control;

• Governors and managers who, in addition to bearing the risk 

contribute to risk management through their decisions.  
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3 Some critical remarks - 4

6) It is not possible to implement the necessary changes without the 

support of individual countries, which must first implement changes in 

their legal system and operations and thus, set an appropriate example. 

One of these important changes is the recognition that the state is also 

a stakeholder in companies, due to three aspects:

• The state bears the risk in the operations of companies, as their 

poorer performance reduces the tax contribution to the state treasury.

• At the same time, the state creates the conditions for the operation of 

companies and thus contributes to their better functioning and 

reduction of their own tax risk.

• The state is the most important guardian of the social well-being of all 

citizens in its broadest sense.

impact also on the lenders, e.g. banks in understanding SR
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4 Banks and their social responsibility

financial intermediators “sui generis”, focused to serve customers, they 

contribute to creating value added in the operations of customers. banks 

bear also a part of risk in companies that have bank loans = stakeholder 

relation→ banks are entitled to an appropriate share of the borrower's 

value added→ less instability, less inequality→ Interest = form of 

bank's participation in the distribution of the value added.

two ways to solve the above problem:

Firstly, it is possible to implement the system of project financing 

Secondly, it is possible to change the obligation law
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5 Bank loans and corporate investments - 1

Socially responsible decision-making about bank loans is mostly limited 

to so-called “green” investments. However, bank financing has several 

dimensions in terms of social responsibility. From creditor's point of view, 

it is important to understand and control a most comprehensive 

approach to a company, which intends to make an investment. 

Therefore, it is useful to check the whole investment process. For this 

purpose, the investment process can be divided in phases, for example:

three important investing periods:

• Investing preparations (points 1–5),

• Investment implementation (points 6–8),

• Consolidation (points 9 and 10).

./.

10



5 Bank loans and corporate investments – 2 

Lenders‘ SR viewpoints:

Firstly, banks should assess the investment study regarding all three 

periods in order to minimize their credit risk. 

Secondly, banks should monitor the investment operations through all 

three periods regarding their impact on debtors' financial condition. 

Ad 1) In the context of preparations for investment, an assessment of 

the company's financial position is very important. Its purpose is to 

assess the critical factors that could affect the implementation of the 

investment or the business after its completion. The future of a company 

and its contribution to social well-being depends on it.→ the investment 

ability of the company, which includes its capital adequacy and long-

term borrowing capacity → assessment of the efficiency of the 

investment
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5 Bank loans and corporate investments – 3 

Traditional methods should be replaced by the theory of sustainable 

finance. This requires a change in the investment culture and behavior 

of all market participants; priority = well-being of future generations

Ad 2) Within the investment implementation process it is extremely 

important to monitor the movement of capital adequacy of the company, 

which directly affects the availability of liquid cash.

AD 3) Consolidation of business operations - reports about investments 

implementation & normalization of business operations to different users 

rapid method of monitoring capital adequacy !!! throughout the period of 

the company's operations  
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6 Monitoring the investment process

It allows the lender to take timely action to reduce its credit risk. It 
requires improvements in:

• The qualification of professionals in banks/lenders regarding the 

timely and appropriate assessment of developments in the 

operations of debtors;

• The qualification of experts in banks/lenders regarding the timely 

response to unfavorable business trends of debtors, especially in 

terms of taking over and managing operations as crisis managers;

• The information system (it means above all appropriately developed 

accountancy) of debtors and their proper reporting.

Socially responsible accountancy therefore includes operating and 

behaving in both parts of accountancy: accounting and management in 

accountancy 
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7 Conclusion

The red thread of lenders' cooperation with the investor should be the 

continuous verification of investment processes and business 

operations from social responsibility point of view. Lenders should 

behave as corporates' stakeholders and they should be treated as such.

→ some important changes in legal system, accounting standards, 

theory and practice, banks' acts and in credit agreements →

sustainable future & the Innovative Sustainable Socially Responsible 

Society 
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