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Abstract 
 

The author discusses the bank/lender relationship with investors through social responsibility 

view. Banks and other lenders are special examples of stakeholders, therefore they are entitled 

to participate in the value added created in the companies. Interest should be treated as the 

participation in the value added. Some weaknesses in recent understanding of social 

responsibility are exposed. The value-added law is defined. Lenders should monitor business 

of investors through all three stages of investing. Therefore, they should be able to assess 

unfavorable trends and react in time to minimize their credit risk. Some improvements in banks 

and in companies are mentioned. Lenders’ impact on companies is highlighted according to 

their responsibility. Special emphasis is given to accountancy system and its structure is shown 

by two parts:  accounting and management in accountancy. Both are directed to most important 

information from social responsibility point of view: the value added. 
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1 Introduction 

During the last fifty years, the concept of social responsibility has been transformed from an 

irrelevant idea to one of widely accepted approaches to understanding business and all global 

developments (Bergant, 2021, 182). However, 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. Firstly, some weaknesses in social 

responsibility theory1 cause, that some of its principles are not only useless but also misleading 

for the practice, e.g. in the prevailing economic terms. Secondly, banks’ and other lenders’ 

practice is influenced by these weaknesses; therefore, there are many possibilities to improve 

banks' decision-making about financing corporate investments, especially from social 

responsibility point of view. This is particularly important given the strong influence of banks 

on the operations of companies and on the development of the economy as a whole. In the 

following, only corporates' investments in fixed assets will be considered. 

2 2 Today's understandings of social responsibility 

Understanding and addressing the social responsibility (SR) is one of the conditions for shaping 

and establishing economic democracy towards achieving a sustainable development. The basic 

justification for the need of economic democracy is already rooted in the fundamental principles 

of social responsibility. Authors as well as international institutions in many ways define social 

responsibility. Among them, there is very important ISO 26000 standard with its seven 

principles: responsibility for the impact (accountability), transparency of data, ethical behavior, 

respect for interests of stakeholders, respect for the rule of law, respect for international norms 

of behavior, respect for human rights (BSI 2020, ISO 26000). There are also some other short 

examples: 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. 
 

Social responsibility can be considered as the responsibility of different entities and/or activities 

(states, communities, businesses, students, etc.); however, perhaps the biggest focus in the 

literature is on corporate social responsibility (CSR)2. Such a view is supported by numerous 

authors (e.g. Wan-Jan, 2006, p. 176, Khan et al., 2012, MPRA, 2016) several professional 

editions, especially from Institute for Corporate Culture Affairs (ICCA) in its Handbook (ICCA, 

2006) and A–Z (ICCA, 2010). Nevertheless, beside CSR, there are individual persons as an 

important area for considering social responsibility (e.g. Benabou, Tirole, 2010; Joseph, 2014; 

Davis et al., 2017).  
 

The above citations, of course, did not exhaust all definitions and aspects of social responsibility 

in the extensive literature. The existence of a large number of different definitions of social 

responsibility points to its many aspects and to its importance as well. Therefore, there are also 

some attempts of systematic approaches to different aspects and taxonomy of social 

responsibility (SR). Namely, it is useful to define some important categories of social 

responsibility. Especially important are as follows: elements, dimensions, areas, types, forms, 

 
1 Of course, it is difficult to talk about social responsibility as a proper theory. Today, it is more like a movement 

or a concept in search of a path to social well-being. See e.g. www.irdo.si. 
2 More definitions of corporate social responsibility see also in Noufe (2016). 
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principles and aspects. The above terms are rather general, but they can treat SR more 

thoroughly, if their meaning is defined in more detail (e.g., Bergant, 2020a). 

 

A socially responsible company adjusts its relationship towards its owners, employees, business 

partners, narrower and broader business, social environment and nature in accordance with the 

principles of sustainable future. It requires a comprehensive treatment in terms of both internal 

users (management) as well as external users of information. Corporate social responsibility 

should be disconnected from short-term or individual successes but needs to be understood 

from a long-term perspective with a forward looking approach (Idowu, Lauche, 2011, 265). 
 

Recent understanding of social responsibility considers (Agwuezie, 2019, 4): 

• 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. 
 

A paradigm shift is evident: from corporates' accountability to shareholders to corporates' 

accountability to stakeholders (Jamali, 2008, 229, and Brooks, Dunn, 2018, 508). Yet today this 

shift is still not fully reached. It can be seen from professional literature3 and in numerous 

organizations, but it is far from being seen in the society. 

3 Some critical remarks 

Despite the important development in recent times, some shortcomings that act as barriers to 

further growth, introduction and enforcement of the social responsibility paradigm, could be 

found. They are the main reason that discussions of social responsibility are becoming similar 

to the philanthropy (Bergant, 2020). The misunderstandings about social responsibility result 

particularly in the following: 

1. Authors as well as international institutions in many ways define social responsibility. The 

existence of a large number of different definitions of social responsibility points to its 

many aspects and to its importance as well. However, there is a lack of a brief and 

comprehensive definition. Such a definition could be as follows (Bergant, 2019): 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. The greatest emphasis seems to be placed on corporate social responsibility (Bergant, 

(2021, 184). However, the above definition stresses the social responsibility of individuals 

as well.  

3. The decisive arguments to implement socially responsible behavior are missing, because 

the discussions are mostly based on ethical aspects; however, the legal an economic system 

is not changed yet (Adizes, 2020). 

4. The above definition of SR prefers value added, but accounting standards still require profit 

and loss statement as a basic information of 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 

 
3 A comprehensive approach is given in Brooks, Dunn (2018, 514).  
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Reporting Standards (IFRSs) form the basis of accounting in numerous countries. Only 

GRI Standards, in the context of economic disclosures (GRI, 2016, Discloser 201-1) speak 

about created economic value, represent a milder requirement. However, they remain at 

the level of recommendations for additional disclosures to official accounting standards. 

This means that talking about social responsibility today remains still at the level of 

declarations and recommendations that do not have the decisive force to implement the 

changes. This will continue until it is generally accepted that profit is not and cannot be 

fundamental information about an organization’s performance (Bergant (2021, 185). 

Therefore, in line with the definition at the point 1, the main information should be the 

value added in its broader sense. It means that the value added is the value that does not 

diminish social welfare, although it is completely spent (Bergant, 2021, 58). With the 

implementation of value added, a long-term purpose of organizations emerges as an 

important issue and it diminishes a weakness of a social responsibility theory (Bergant, 

2021a). Namely, without acceptance of the value added as the most important category, it 

is difficult to attain social responsibility awareness. 

5. The value added should not be only created. It should be also properly distributed among 

all companie's stakeholders. To do so, stakeholders should be properly defined and 

classified. This is the case neither in today's theory nor in practice. Basic problem is the 

definition of the stakeholder. Namely, it should stem from the fact that 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 (Bergant, 2021b). 

From the point of view of risk-taking, stakeholders can be divided into:  

A. Non-governors, i.e. those, who bear a small part of the company's risk and whose 

common feature is that they are directly or indirectly affected by better or worse results 

from the company's operations. They cannot directly influence business decisions; 

however, they have the possibility of different types of control. They are (a) Financiers 

or creditors to whom interest belongs; (b) Employees as non-co-owners and their 

union; (c) Supervisory authorities within the corporation; (d) The state, to which taxes 

belong; (e) Minority shareholders and portfolio investors to whom dividends or other 

forms of participation in surplus value added belong (inactive co-owners of the 

company's capital); (f) The narrower and wider society in various organizational forms 

that may be affected by the association, for example through its environmental policy.  

B. Governors and management who, in addition to bearing the risk contribute to risk 

management through their decisions. These are mainly employees who are co-owners 

and partners or majority shareholders (active co-owners of the companys' capital) and 

top management (managers), but they can also be others (e.g. business partners who 

contractually assume part of the risks by participating in the joint venture or in the case 

of strategic outsourcing). 

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 (Bergant 2021, 186): 

a) The state bears the risk in the operations of companies, as their poorer 

performance reduces the tax contribution to the state treasury. 

b) 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. 
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c) The state is the most important guardian of the social well-being of all citizens 

in its broadest sense. 
 

Above stated weaknesses of SR theory and practice have important impact also on the lenders, 

e.g. banks in understanding the social responsibility and have a major influence in banks 

decision-making. 

4 Banks and their social responsibility 

Banks are financial intermediators “sui generis”. They mediate and allocate funds from savers 

to borrowers and provide specialized financial services to enhance their main operations. In a 

modern society, banks are focused to serve customers.4 From social responsibility point of view, 

it means that they contribute to creating value added in the operations of customers.  
 

Such a contribution is possible, because banks bear also a part of risk in companies that have 

taken out bank loans. Namely, despite the regulations, contacts and collaterals, banks are 

exposed to credit risk, as there are many cases of debt write-offs due to insolvency of 

organizations (Bergant (2021, 70). Therefore, the content of bank's credit is not a contractual 

relationship, but stakeholder relation, where the risk is distributed among the stakeholders. 
 

Based on the above findings, it can be argued that banks are borrowers' stakeholders. This 

means that banks are entitled to an appropriate share of the borrower's value added. However, 

in many countries, the interest payments to banks are independent of debtor's business 

performance. Namely, the payment of interest is a contractual obligation that must be settled 

regardless of the profit or loss or financial position of the debtor. Such a legislation is a 

fundamental source of the trap of borrowing, as debt becomes a systemic risk over time and 

one of the root causes of crises. At the same time, without economic justification it favors the 

lender in comparison with other stakeholders in the participation in the value added. Such rules 

mean an embedded instrument of instability.  
 

The obligatory payment of the interest is also a built-in instrument of inequality considering 

other stakeholders, especially considering that interest is deductible item from tax base. Such a 

regulation has a total arbitrary character, namely there is no study, which would economically 

justify such an arrangement. Most authors, especially in Western professional literature take 

such an arrangement as a given fact despite it means an important and unnecessary motive for 

higher indebtedness of organizations. Of course, above statements mean also that principle of 

financial leverage is totally an artificial creation, which is based on so-called “tax shield”.   
 

Therefore, the interest that belongs to bank is by its content an integral part of value added, 

created by a debtor. Interest is therefore a form of bank's participation in the distribution of the 

value added. Such a relationship by its content does not require obligatory payment of interest, 

because it should depend on the volume of value added created. In this way, the bank would 

also formally assume part of this risk in the debtor's operations. There are two ways to solve 

the above problem. 
 

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

in minor volume. It is possible without changing the legal system, only with adequate provisions 

in the credit contracts. The possible change of debtors into partners, of course, requires 

participation in management, for which most banks nowadays are not very qualified. Such a 

 
4 More about the role of banks in (Douglas, 2008). 
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change seems idealistic today, but the very model of value added is also idealistic (for now). 

Namely, the general law of creating and value added includes two aspects (Bergant, 2017):  

1. Value added represents the net outcome of the organizational system in managing the risk, 

which is inherent to the system and belonging to risk holders in proportion to their 

contribution to the functioning of the organizational system (the aspect of creating value 

added); 

2. The disproportionately high or disproportionately low participation of individual risk carriers 

in the value added (according to their work contribution) increases the entropy of the 

organizational system and threatens the realization of its sustainable development (the aspect 

of value-added guidance). 
 

Secondly, it is possible to change the obligation law. Unfortunately, it requires much more effort 

from numerous factors involved. A very good example, how to do this, is offered by Sharia 

law. In Islam banking, there is no talk about interest. Contrary, the interest is prohibited (Amjid 

et al., 2010, 3). 

5 Bank loans and corporates' investments 

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 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: 

1. Investment preparation, 

2. Review and analysis of the company's condition, 

3. Analysis of the company's investment capacity, 

4. Assessment of the eligibility of the investment, 

5. Project approval, 

6. Selection of contractor and subcontractors, 

7. Implementation (construction) of the investment by individual stages or phases and 

elimination of undesirable consequences, 

8. Preparation for operation (start-up, testing, final inspection), 

9. Monitoring the effects of the investment, 

10. Business and financial consolidation of operations. 
 

The individual phases, grouped by content, form three important investing periods: 

1. Investing preparations (points 1–5), 

2. Investment implementation (points 6–8), 

3. Consolidation (points 9 and 10). 
 

Each of these periods has its own social responsibility aspects, which are important from 

lenders' point of view in two ways. 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. The main points of the above periods will be discussed in the following. 
 

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.  
 

mailto:info@irdo.si


 Lenders as Companies' Stakeholders From Social Responsibility Point of View 

 

 
17th IRDO International Conference, SOCIALLY RESPONSIBILE SOCIETY CHALLENGES 2022:  

Green, digital, and inclusive transition: how to make it happen? 
2−3 June 2022, Maribor, Slovenia, EU, ONLINE, www.irdo.si, info@irdo.si 

 

7 

The findings of this analysis can have a decisive influence on investment decisions. Namely, it 

may turn out that the company is not able to invest or the findings require a change in the 

financial structure or even a different model of investment or even further business. It is 

therefore possible that the company is not able to make an investment, which can otherwise be 

very promising and objectively justified. In addition, it is possible that the company will be in 

a situation requiring urgent remedial action. 
 

The most important finding of this analysis relates to the investment ability of the company, 

which includes its capital adequacy and long-term borrowing capacity. 

 

The last phase of the investment preparation process is the preparation of the investment 

(feasibility) study. This study contains in particular: 

1. Presentation of the company, its financial position and business characteristics; 

2. Presentation of the investment, its efficiency and eligibility; 

3. The impact of the investment on the future performance of the company. 
 

The most important is the assessment of the efficiency of the investment in point 2. It usually 

contains an estimate of the net present value of the investment. However, it needs to be 

complemented from the point of view of corporate social responsibility by estimating the net 

present value added.5 Such an assessment follows also the interests of stakeholders, not just 

shareholders. 
 

Taking both indicators (net present value of investment and net present value added) into 

account means expanding the information on the effectiveness of investments, which in 

principle allows for better investment decisions, especially from social responsibility point of 

view. 
 

Traditional methods should be replaced by the theory of sustainable finance. This, of course, 

requires a change in the investment culture and behavior of all market participants. In this way, 

a priority is given to the well-being of future generations. “The principle of sustainability shifts 

the investment goal from the accumulation of money to the accumulation of value” (Lagoarde-

Segot, Paranque, 2018, 9). It therefore means profound qualitative changes in financial practice 

(Lagoarde-Segot, Paranque, ibid.). 
 

Ad 2) Within the investment implementation process (preparation, implementation, execution, 

preparation of operations, monitoring the implementation of the plan, monitoring the solvency 

of the company) it is extremely important to monitor the movement of capital adequacy of the 

company, which directly affects the availability of liquid cash.  
 

Monitoring the capital adequacy of a company should be understood primarily as monitoring 

the difference between required and actual net working capital (NWC). It is therefore a matter 

of determining the movement of surplus (NWCsurplus) or deficit (NWCdef) of net working capital. 
 

Deficit of NWC means that some short-term financial debts substitute long-term sources. Such 

a situation shows a potential threat about company's liquidity, especially, if the deficit increases. 
 

Estimates of adequate and actual capital are relatively demanding and time-consuming in 

practice, and up-to-date accounting data are often not available. To solve this problem, a method 

of rapid assessment of capital adequacy using the following equation is available (Bergant, 

Manohin, 2020, 3): 
 

 
5 The equation for calculating net present value added is available in Bergant (2021, 131). 
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 NWCdef  =  STFD  −  STFI  −  Cash + EPO. 
 

In accordance with equation above, the deficit of net working capital can be calculated by short-

term financial debts (STFD), short-term financial investments (STFI), cash (which includes also 

cash equivalents) and expired payables outstanding (EPO) that are not settled. When the result 

of the above equation is negative, the company has surplus of net working capital. It represents 

a reserve for the company's liquidity. Of course, the above equation does not mean a functional 

relationship. This shows only the difference between the actual and necessary net working 

capital. 
 

AD 3) Consolidation of business operations is the last period of investment process. It can be 

compared to postoperative treatment and subsequent check-ups in medicine. Consolidation 

(calming down) of business encompasses reports about investments implementation to different 

users and about normalization of business operations. Normalization of business operations 

means the process of ending extraordinary effects of investing in all the core business functions 

of the company. 
 

In the period of normalization, it is important to monitor the effects of investment and to 

compare them with both the planned ones (e.g. efficiency and effectiveness) as well as the 

desired ones (e. g capital adequacy). It is therefore a matter of exploiting the acquired capacity. 
 

It is especially important to maintain the capital adequacy of the company. In the previous 

section, a rapid method of monitoring capital adequacy was presented, which enables 

management to take appropriate ongoing action. The use of this method is recommended not 

only during the period of business slowdown, but throughout the period of the company's 

operations as well. 

6 Monitoring the investment process 

Monitoring the investment processes allows the lender to take timely action to reduce its credit 

risk. It requires improvements in: 

1. The qualification of professionals in banks regarding the timely and appropriate 

assessment of developments in the operations of debtors; 

2. The qualification of experts in banks regarding the timely response to unfavorable 

business trends of debtors, especially in terms of taking over and managing operations 

as crisis managers; 

3. The information system (it means above all appropriately developed accountancy) of 

debtors and their proper reporting. 
 

The first two points require quite deep changes in banking practice and their organization. 

Therefore, it is too much to discuss it in this limited chapter. The third point concerns the 

organization and management in accounting, which is often left to companies and to the 

qualifications of their staff. It should be emphasized here that banks can have an extremely 

large influence on the operations, and on the organization and management of companies. This 

influence, of course, depends on their will and knowledge.  
 

Therefore, it is important how banks assess the accountancy information system in companies. 

Namely, the quality of financial reporting depends on this system. Unfortunately, accounting is 

all too often equated with accounting standards and their application. 
 

The main concept of integrated understanding the accountancy as a theory and desired practice 

in a company encompasses two basic concepts: accounting and management in accountancy. 

Both of them have their own principles and rules that together form a very comprehensive 
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accountancy information system, including information-communication technology. Such a 

system is oriented to measure and monitor created and distributed surplus value added in an 

organization.  
 

Socially responsible accountancy therefore includes operating and behaving in both parts of 

accountancy: accounting and management in accountancy (Bergant, 2020b). 

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 corporate stakeholders and they should be treated as such. Of course, 

such a direction requires some important changes in legal system, accounting standards, theory 

and practice. Banks have important influence on society as a whole, therefore their effort to 

change traditional thinking and practice could be very efficient to move to sustainable future. 

Nevertheless, a lot can be done already by the changes in bank acts and in credit agreements. 
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