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PRINCIPLES OF CORPORATE REPORTING

T h e u rg en c y  o f  th e  issu e  o f  co rp o ra te  re p o rtin g  is th a t  it is  an  a ttr ib u te  o f  
a  m a rk e t e c o n o m y , th e  p u rp o se  o f  w h ic h  is to  e s tab lish  th e  re la tio n sh ip  o f  th e  
su b je c t o f  e c o n o m ic  a c tiv ity  w ith  its  in d iv id u a l p a rtic ip a n ts , so c ie ty  fo r  the 
free  flo w , m a in te n a n c e  an d  in c re ase  o f  ca p ita l b e tw e e n  ra tio n a l sp h e res  o f  
a c tiv ity  [1, p . 12-13]. I t can  b e  co n s id e re d  o n e  o f  th e  to o ls  o f  th e  in s titu te s  o f  
so c ie ty , w h ic h  su p p o rts  the fu n c tio n in g  o f  the  e c o n o m y  o f  the  c o u n try  [2, p. 
260 ]. H o w ev er, P . D ru c k e r  c le a rly  o b se rv e s  th a t  "none  o f  th e  m o d e rn  
m a n a g e m e n t ta sk s co in c id e  w ith  the  g e n e ra l p ro v is io n s  o f  the  trad itio n a l 
a c co u n tin g  m o d e l"  [3]. C o n seq u en tly , th e  co m p o s itio n  o f  f in an c ia l rep o rtin g  
d o es n o t fu lly  m e e t the  n ee d s  o f  its u se rs  an d  d e te rm in e s  the  n ee d  fo r  the 
fo rm a tio n  o f  a d d itio n a l rep o rtin g  fo rm s to  re f le c t a ll a sp ec ts  o f  ec o n o m ic  
ac tiv ity . F o r  th e se  rea so n s , en te rp rise s  fo rm  in fo rm a tio n  a b o u t th e  scope o f  
ac tiv itie s , the  re su lts  o f  w h ic h  do n o t fu lly  re f le c t the fin an c ia l s ta tem en ts , 
c re a tin g  co rp o ra te  rep o rts  o n  th e  fu n c tio n in g  o f  the b u sin e ss . T h e  fea tu re  o f  
su ch  su m m ary  d o cu m en ts  is the  co m b in a tio n  o f  f in an c ia l in d ic a to rs  w ith  
q u an tita tiv e  d a ta  fo r  d e ta iled  a n a ly s is  an d  a s se ssm e n t o f  ac co u n tab le  
a c tiv itie s . T h e re fo re , fo r  th e  p u rp o se  o f  fo rm in g  c o m p e titiv e  ad v a n ta g es , 
e n te rp rise  m a n a g e m e n t p e rso n n e l o ften  re so r t to  the p rac tice  o f  c re a tin g  a 
sy stem  o f  rep o rts , w h ere  co rp o ra te  rep o rtin g  ac ts  as on e  o f  the  m e an s  o f  
d isc lo su re  o f  in fo rm atio n . T h e  m a in  p u rp o se  o f  th ese  rep o rtin g  fo rm s is to  
e x p a n d  the  in fo rm a tio n  o n  the  re su lts  o f  b u s in e ss  ac tiv itie s , ex p re ssed  in  
q u an tita tiv e  u n its  an d  c o s t in d ic a to rs , q u a lita tiv e  ch a rac te r is tic s , in  p a rtic u la r  
th o se  re la tin g  to  e n v iro n m en ta l issu es , p e rso n n e l, co m m u n ity  support, 
e n te rp rise  p o te n tia l, re la tio n s  w ith  co n su m ers , cu s to m e rs  an d  o th e r  in te re s te d  
p arties . b u s in e ss  ac tiv itie s  b y  e c o n o m ic  ac to rs.

T h e  u rg e n c y  o f  co rp o ra te  rep o rtin g , an d  the  m a in  p rin c ip le s  o f  its 
fo rm a tio n  is ev id en c ed  b y  a  s ig n ific an t n u m b e r  o f  sc ien tific  w o rk s , 
p u b lic a tio n s  o f  sp e c ia liz ed  in s titu tio n s  an d  e x p e r t p ra c titio n e rs : B e zv e rk h y i 
K ., G ritsen k o  O I, K o sty rk o  R O , K u z n e tso v a  S .A ., P ro d a n c h u k  M . S o ro k in a  
V ., N e m c h e n k o  V . V ., K a m e n sk a y a  T. O ., K u z in a  R. V ., Z h u k  V ., Z a m u la  I., 
M a lu g a  N ., S h a ik a n  A ., G o lo v  S., M o n e y  S., V e r ig a  Y u . , N a p a d o v sk a y a  L ., 
P u sh k a r  M . an d  o th e rs  lik e  tha t. E ac h  o f  th e m  ex p re sses  h is  v is io n  a b o u t the 
m a in  rea so n s  fo r  ex p a n d in g  the n u m b e r  o f  rep o rtin g  d o cu m en ts , the  o rder, 
the  p rin c ip le s  o f  s ta ck in g  d a ta  an d  the  ran g e  o f  p ro b lem s th a t sh o u ld  be
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re f lec te d  in  th e  rep o rtin g  p ro cess .
T h e  c re a tio n  an d  d isc lo su re  o f  in fo rm a tio n  p ro v id e d  in  co rp o ra te  

rep o rtin g  so lves  a  s ig n ific an t n u m b e r  o f p ro b le m s o f en te rp rise s  an d  th e  
ec o n o m ic  sy s tem  as a  w h o le . T h e  m a in  p ro b le m  so lv ed  b y  th e  m e c h a n ism  o f  
en te rp rise  co rp o ra te  rep o rtin g  is th e  p ro b lem  o f a sy m m e try  o f  in fo rm atio n .

T h e  m e n tio n e d  p ro b le m  is e s sen tia l fo r  p a rtic ip a n ts  in  m a rk e t re la tio n s , 
n o te s  ea ch  o f  its  re se a rch e rs  (G eo rg e  A ce rlo ff , M ic h ae l S p en ce  a n d  Jo se p h  
S tig litz ) , s ince  ev e n  sm all d iffe ren ce s  o r  in a cc u ra c ie s  in  th e  rep o rte d  d a ta  can  
h av e  a  s ig n ific an t im p a c t o n  th e  b e h a v io r  o f  th e  ec o n o m ic  en tity  [4].

T h ere fo re , so lv in g  su ch  a  p ro b le m  m e an s  a v o id in g  a  n u m b e r  o f  
o b s ta c le s  to  th e  su c ce ssfu l d e v e lo p m e n t o f  en te rp rise s  in  a  co m p e titiv e  
en v iro n m en t.

A sy m m e tr ic  in fo rm a tio n  is a  s itu a tio n  w h ere  in fo rm a tio n  av a ila b le  to  
on e  m a rk e t p a r tic ip a n t is n o t av a ila b le  to  o th e r  in te re s te d  p arties .

In  e c o n o m ic  th e o ry  th e re  a re  d iffe re n t p o in ts  o f  v ie w  d u e  to  th e  
a sy m m e try  o f  in fo rm a tio n  an d  u n ce rta in ty . P ro p o n e n ts  o f  th e  n e o c la ss ic a l 
sc h o o l b e liev e  th a t it p rev e n ts  ec o n o m ic  ag e n ts  fro m  b e h a v in g  ra tio n a lly  an d  
an  o b stac le  to  th e  e ff ic ie n t u se  o f  reso u rces . B u t th e re  is a n o th e r  p o in t o f  
v ie w , a c co rd in g  to  w h ic h  th e  p o ss ib ility  o f  th e  m a rk e t is p rec ise ly  th e  ab ility  
to  u se  in fo rm a tio n , a t f irs t m a n y  are n o t av a ilab le .

F A . H ay e k , a rg u e d  th a t th e  b e n e f it ap p e a rs  o n ly  if, a t f irs t, in fo rm a tio n  
is n o t av a ila b le  to  e v e ry o n e ; A n  e n tre p re n e u r  w h o  o w n s in fo rm a tio n  rece iv es  
an  o p p o rtu n ity  to  ea rn  p ro fits  fo r  a  p e rio d  o f  tim e  u n til fu ll ac ce ss  to  
in fo rm a tio n  is rec e iv e d  b y  o th e r  e c o n o m ic  agen ts.

A cc o rd in g  to  th e  n eo c la ss ic is ts , th e  a sy m m e try  o f  in fo rm a tio n  is on e  o f  
th e  rea so n s  fo r  a  fia sco  (the  m a rk e t fa ilu re ). B e ca u se  o f  th e  a sy m m e try  o f  
in fo rm a tio n  th e re  a re  in te rn a ls  ( in te rn a l e ffec ts), rep re se n tin g  th e  b e n e fits  o r  
co s ts  rec e iv e d  b y  th e  p arties  to  th e  tra n sa c tio n , w h ic h  w ere  n o t s tip u la ted  at 
th e  tim e  o f  th e  co n c lu s io n  o f  th e  tran sa c tio n . E x a m p le s  o f  in te rn a ls  are 
m a n y : th e  b u y e r  b o u g h t th e  g o o d s , an d  h e  w a s  p o o r-q u a lity ; th e  e m p lo y e r 
h as  b en e f ite d  fro m  a n  em p lo y ee  w h o  h as  in c re ase d  h is  q u a lif ic a tio n s  th ro u g h  
se lf-e d u ca tio n  an d  o thers.

A  w id e sp re a d  ex am p le  is d e sc rib ed  in  th e  sc ien tific  a rtic le  o f  th e  
A m e ric a n  e c o n o m is t an d  N o b e l P rize  w in n e r  in  ec o n o m ic s  2001  G eo rg e  
A k e r lo f  "T he M a rk e t fo r  "L em ons" (1 9 7 0 ), w h ic h  d esc rib es  th e  s itu a tio n  th a t 
a rise s  in  th e  m a rk e t o f  u se d  cars.

T h u s, th e  p ro b lem  o f in fo rm a tio n a l a sy m m e try  co rre la te s  w ith  th e  
p ro b lem  o f co rp o ra te  rep o rtin g , w h ere  th e  p rin c ip le s  p o in t to  th e  
m e th o d o lo g y  fo r  its c re a tio n  an d  th e  a lg o rith m  o f  p ro ce ss in g  an d  su b m ittin g
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d a ta  [4].
T h ere fo re , fo r  the  p ro p e r  c o m p ila tio n  o f  co rp o ra te  rep o rtin g , i t  is 

n e c e s sa ry  to  c lea rly  d e fin e  the p rin c ip le s  th a t w ill b e  used .
T h e  p rin c ip le s  o f  co rp o ra te  rep o rtin g  are  d iv id e d  in to  tw o  g roups:
1) P rin c ip le s  d e fin in g  th e  c o n te n t o f  co rp o ra te  rep o rtin g ;
2) P rin c ip le s  d e fin in g  th e  q u a lity  o f  co rp o ra te  rep o rtin g .
T h e  p rin c ip le s  d e fin in g  th e  c o n te n t o f  co rp o ra te  rep o rtin g  are:
- M a te ria lity  (co rp o ra te  rep o rtin g  sh o u ld  in c lu d e  in d ic a to rs  re f lec tin g  the  

m o s t s ig n ific a n t ec o n o m ic , e n v iro n m en ta l an d  so c ia l im p lica tio n s  o f  the 
en te rp rise );

- In v o lv e m e n t o f  s ta k eh o ld e rs  (d isc lo su re  o f  th e  m o s t s ig n ific a n t issues 
fo r  s tak eh o ld ers);

- C o m p le ten ess  (all e s sen tia l in fo rm a tio n  m u s t be in c lu d e d  in  th e  
co rp o ra te  rep o rt);

- T h e  c o n te x t o f  su s ta in a b le  d e v e lo p m e n t (an  e n te rp rise  sh o u ld  strive  to  
in c lu d e  in fo rm a tio n  a b o u t its  ac tiv itie s  in  th e  w id e r  c o n te x t o f  en v iro n m en ta l 
an d  so c ia l a sp ec ts , i f  su ch  c o n te x t p ro v id es  th e  in fo rm a tio n  w ith  s ig n ific an t 
ad d itio n a l value).

T h e  p rin c ip le s  d e te rm in in g  th e  q u a lity  o f  co rp o ra te  rep o rtin g  are:
- B a la n ce  (co rp o ra te  rep o rtin g  sh o u ld  sh o w  p o sitiv e  an d  n eg a tiv e  

asp ec ts);
- C o m p arab ility  ( in te re s ted  p a rtie s  sh o u ld  b e  ab le  to  an a ly z e  ch a n g es  

w ith  p rev io u s  p e rio d s  a n d  o th e r  en te rp rises);
- A c c u ra c y  ( in fo rm a tio n  p ro v id e d  in  co rp o ra te  rep o rtin g  m a y  h av e  on ly  

a  m in o r  lev e l o f  e rro r);
- T im e lin e ss  (the  tim in g  o f  th e  p u b lic a tio n  o f  co rp o ra te  ac co u n ts  m u s t be 

co n s is te n t w ith  th e  n ee d s  o f  s ta k eh o ld e rs);
- R e le v an ce  (co rp o ra te  rep o rtin g  sh o u ld  c o n ta in  in fo rm a tio n  th a t 

in f lu e n ces  d ec is io n -m a k in g  b y  u se rs , en a b le s  th e m  to a ssess  p as t, p re se n t an d  
fu tu re  ev e n ts  in  a  tim e ly  m an n er, v a lid a te  a n d  co rre c t th e ir  e s tim a tes );

- C la rity  ( in fo rm a tio n  sh o u ld  b e  p u b lish ed  in  a  fo rm  ac ce ss ib le  to  the 
w id e s t ran g e  o f  u se rs , w h ile  rem a in in g  c le a r  to  them ). T h e  in fo rm a tio n  
p ro v id ed  in  co rp o ra te  rep o rts  sh o u ld  b e  c o s t e ffec tiv e  an d  d e s ig n e d  to  be 
in te rp re ted  b y  u se rs  w ith  a  c le a r  in te rp re ta tio n , p ro v id e d  th a t th e y  h av e  
su ffic ie n t k n o w le d g e  an d  are  in te re s te d  in  p e rc e iv in g  th is  in fo rm atio n ;

- R e lia b ility  (the  in fo rm a tio n  sh o u ld  b e  co llec te d , rec o rd e d , 
sy s tem a tiz ed , an a ly z ed  an d  p re se n te d  in  a  w a y  th a t  i t  c a n  b e  v e rified . T he 
in fo rm a tio n  c o n ta in e d  in  the  co rp o ra te  re p o rtin g  is tru e  i f  i t  d o es  n o t c o n ta in  
e rro rs  an d  d is to rtio n s  th a t  m a y  a ffe c t th e  d ec is io n s  o f  u se rs  o f  rep o rtin g )[5 ].
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T h e m a in  id e a  o f  c o n s tru c tin g  co rp o ra te  rep o rtin g  is to  fo cu s  on  
e n te rp rise  s tra teg ie s , p ro v id in g  tim e ly , re liab le  a n d  tra n sp a re n t in fo rm a tio n  
fo r  d e c is io n  m a k in g , a ttrac tin g  in te re s te d  in v e s to rs , a n d  su s ta in a b ility  o f  
b u s in e ss  m o d e ls  o f  th e  en terp rise .

C o n seq u en tly , the p rin c ip le s  o f  p re p a rin g  co rp o ra te  rep o rtin g  are 
in e x tr ic a b ly  lin k e d  w ith  th e  im p lem e n ta tio n  o f  the  m iss io n , s tra teg y  an d  
g o a ls  o f  th e  co rp o ra tio n . C o m p lia n ce  w ith  ea ch  g ro u p  o f  p rin c ip le s  en su re s  
m a x im u m  co m p le te  sa tis fac tio n  o f  the  in fo rm a tio n  n ee d s  o f  ex te rn a l an d  
in te rn a l u se rs  o f  co rp o ra te  rep o rtin g .

F in a lly , i f  in te re s te d  in d iv id u a ls  a re  c o n fid e n t in  co rp o ra te  rep o rtin g , 
th e y  w ill g ro w : tru s t in  th is  en te rp rise , g o o d s , se rv ices , co m p e titiv e n ess , 
im ag e , etc. A lso , on e  o f  th e  m a in  b e n e fits  o f  co m p ly in g  w ith  the ab o v e  
p rin c ip le s  is th a t th e re  w ill b e  n o  a sy m m e tric  in fo rm a tio n  an d  it w ill be 
b en e f ic ia l fo r  th e  sta te  an d  fo r  th e  in te re s te d  p arties .
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