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Abstract: The paper is a country-specific study that explores the potential points of connection
between the sustainable territorial development goals and managerial tools in the context of local
authorities. In particular, the purpose of this research is to propose a set of features and criteria to
evaluate the contribution of accounting documents to the pursuit, development and strengthening
of social sustainability. As part of traditional accounting systems, social reporting is essential to
support policy makers’ decisions in promoting social sustainability and in evaluating the effects of
their choices within the institution and externally towards citizens and various stakeholders. To this
end, we present a leading case study of a medium-sized Italian local authority’s accounting system
in which the contributions and limits of managerial tools to social reporting are analyzed. The case
study allows us to have a deeper understanding of social reporting and to get insights about issues
that matter to social sustainability assessment in public administration. Since the reporting tools
comply with international accounting standards, the case study offers interesting food for thought
in the international debate on the assessment of sustainability in public organizations. The results
identify the areas of complementarity and critical issues between social reporting and traditional
accounting systems. Therefore, they enhance our knowledge about the role of public accounting
system in supporting sustainable territorial development policies and programs through managerial
tools’ adoption.

Keywords: sustainability; territorial development; managerial tools; social reporting; local government

1. Introduction

Sustainability has long been at the heart of the United Nations Member States policies and has
received great attention within the European treaties and legislations. It refers to the safeguarding
of present and future generations and to the essential respect for their needs. These needs are both
social and environmental, attributable to the concepts of eco-justice and eco-efficiency [1]. In particular,
eco-justice is linked to the concepts of equity, especially, to the fair relations between peoples towards
resources. Eco-efficiency is a concept that assumes importance not only because it refers to the
careful use of scarce resources on the planet but also to the realization of a correct distribution of
well-being (intra-generational equity) ensuring the growth of future generations (inter-generational
equity). At international and European levels, the sustainability question is very crucial, particularly
at the policy level. The Millennium Development Goal, with the international development goals
(MDGs) for the year 2015, the subsequent 2016 Sustainable Development Goals (SDGs), until the 2030
Agenda for Sustainable Development, recommend developing a more flexible, cohesive and inclusive
public governance that is capable of supporting the corporate social responsibility on a voluntary basis.
In particular, the 2030 Agenda is a call for action by all developed and developing countries towards
a global partnership, which is committed to ending poverty and other deprivations, hand-in-hand
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with improving health and education, reducing inequalities and sustaining economic growth, all while
preserving the planet and tackling the issue of climate change.

In pursuing these purposes, the role and responsibilities of governments and public administrations
have changed radically, due to substantial changes concerning the sustainable development goals:
(1) the understanding that environmental impacts and the demand for natural resources must be limited;
(2) the adoption of technological production models that require the activation of sustainable processes;
(3) the awareness that sustainable development requires profound changes in organizational structures
and a revision of the relationships between organizations and society [2]. Faced with a holistic approach
to sustainability with respect to SDGs, the sustainable territorial development can be considered a
promising area for investigating, understanding and evaluating the effectiveness of policies from
an economic, social and/or environmental point of view at a local level. The sustainable territorial
development refers to the territorial diversity in terms of economic, natural, social and cultural elements
of a specific area (region, nation, metropolitan area, municipality, periphery). It expresses the ability to
implement actions based on the identity of a territory [3–5]. Public organizations play a fundamental
role in achieving sustainability. They are at the forefront of setting sustainable territorial development
policy goals and have managerial tools to support their achievement [6]. The local government is a
territorial public institution, since the territory represents one of its constitutive elements and its sphere
of implementation of the institutional choices. In pursuing the interests of the community, the relative
actions are based on a convergence between social actors and public administrators in order to guide
the development of a territory.

We focus on social reporting tools in order to examine the potential points of connection between
the sustainable territorial development goals and managerial tools in the context of local authorities.
To favor social sustainability as a specific connotation of the sustainability, these operational tools
should be combined with specific performance indicators, the composition and breadth of which
depend on the ability of public administrations to “review” them according to the needs of the
community towards sustainability.

Regarding the expression of managerial reporting tools, we mean the main documents of the
accounting system used for the production of social information, which are integrated with the social
accounting tools. Social accounting supports social sustainability and, in this sense, social sustainability
accounting includes accounting tools that allow the measurement and communication of social
aspects and that give a dimension of the social sustainability of the public action. Various tools can
support social sustainability accounting. There is not a unique way to assess sustainability. There are
several reporting activities explaining this and using several indicators to this end that are often
voluntary acts summarized in the annual reports. Among the models that describe the implementation
processes of social reporting systems at international and European levels are Accountability 1000,
European Institute for Social Reporting and the Global Reporting Initiative (GRI), which constitute an
international guide for the preparation of sustainability reports from an environmental, social and
economic point of view [7]. Italian regulations regarding the accounting of local authorities (Legislative
Decree n.118/2011) offer different tools for measuring social aspects in local governments, such as: a
list of documents to analyze the progress of social programs and projects; social performance reporting
tools; social reporting tools, including social accountability tools (e.g., social report, gender report,
mandate report, sustainability report).

Among the documents described above, the social report has increasingly become the main form
of social reporting and openness tools, through an exposure of responsibility to create value not only
towards the internal subjects of the organization but also for the community [8,9]. For this reason,
this tool has a particular connotation in the public organizations and it may be adopted to assess the
sustainable territorial development, including when used jointly and in an integrated way with the
traditional accounting system.
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The public body has the need to manage consent in an appropriate manner and to “give an
account” to citizens: this can be done by “telling” its activity in simple language, overcoming the
technical and communicative limitations that separate him from the collective sharing of his work.

The public organization pursues social ends and it is socially responsible for its institutional
nature. Local authorities, for example, must give coherent answers to the needs of the community.
In public managerial logic, therefore, social reporting is not only a voluntary option, but becomes an
obligation towards stakeholders.

The social and environmental problems are relevant issues for sustainability and the development
of social accounting is closely connected to the traditional accounting [10,11]. This consideration leads
us to reflect on the relationship between accounting and social variables, and in particular on the form
and degree of mutual influence between them. In fact, the elements that shape a social reporting
system cannot be separated from the examination of the effects they have on the accounting system;
however, the conditioning and limiting factors that derive from the accounting itself in implementing
forms of social accounting cannot be overlooked. Being able to understand this mutual influence
means investigating the real essence of social accounting as well as the meaning of accounting, as a
tool that can provide the elements necessary for the detection of social aspects.

To achieve our goal, we investigate the relationship between the social sustainability and accounting
system with regard to its ability to express the social aspects of public sector activity. In particular,
we analyze the contribution that managerial tools can offer to sustainable territorial development,
through the consideration and evaluation of the social aspects and key performances in the context of
local authorities. To this end, we apply our analysis to an Italian municipality, a medium-sized local
body located in eastern Sicily. This is a country-specific case study where it is possible to observe the
complementarity between social reporting and traditional accounting systems. We analyze the contents
and purposes of accounting documents (such as budget, DUP, PEG, financial statement, social report),
required by law and their contribution to the evaluation of social aspects. This allowed us to identify
the expression of social aspects and values or, on the contrary, limitations to the social communication
and to the degree of sustainability. In the last decade, the accounting system of local authorities
has been characterized by a process of accounting harmonization based on international accounting
standards to make financial statements comparable. We believe that this case study, which concerns
one of the first local authorities in Italy to use social reporting together with traditional accounting tools,
offers interesting issues that may matter in the international debate on the assessment of sustainability
in the public organizations.

The findings add knowledge to the literature on sustainability, highlighting both the contributions
and limits of the managerial tools in public administration and the institution’s ability to reach what has
been defined in the planning phase. They can also provide guidance for policy makers, administration
staff and practitioners to implement social reporting systems, which are well integrated with the
traditional accounting system. The results give insights for management to represent and assess the
economic, financial and equity results in terms of the social dimension. Finally, the information derived
from this integration allows the generality of the subjects (local municipality, citizens and the other
stakeholders) to express judgments on the management’s capacity to effectively achieve the objectives
that were previously established.

The study considers the literature that address the sustainability of a territory (Section 2) and
the integration of social accounting with the traditional accounting system (Section 3). It intends to
contribute some new insights into the sustainability literature. The case of an Italian municipality is
also presented (Sections 4 and 5) in order to verify, through an interpretative approach, the way in
which the accounting documents are interpreted with respect to social purposes and if they specifically
manage to satisfy the related information needs. The results (Section 6), contribution, implication
and open questions (Sections 7 and 8) show that there is often a complex relationship between the
accounting system and social reporting. As evidenced by several authors [12–17], sometimes it is
difficult to associate social reporting systems with traditional accounting, highlighting a conflict of
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goals. Starting from the consideration that the purpose of any social or environmental accounting
should be the improvement of the overall conditions of the world and of the degree of responsibility of
organization actions towards the community, it is necessary to ask whether the structure and innovative
processes of the accounting systems can favor this process [18] and if, in particular, the development of
social accounting can be linked to the consolidation and purposes of traditional accounting.

2. Exploring Sustainability in the Context of Local Authority

Sustainable development is traditionally linked to the economic, environmental and social
dimensions. Its main objectives are the balanced economic growth, full employment, social progress
and an adequate level of protection and improvement of the quality of the environment. Sustainable
development has long been a very crucial issue at the heart of the European Union policies and
legislation, starting with the Millennium Development Goal, which established the 2015 international
development goals (MDGs), the subsequent 2016 Sustainable Development Goals (SDGs), up to the
current 2013 Agenda for Sustainable Development, which defines the project for global sustainable
development [19,20]. 2030 AGENDA sets 17 sustainable development goal; among these, goal 17,
regarding the “Partnership for the Goals”, aims to strengthen the means of implementation and
to revitalize the partnership for sustainable development. The data monitoring and accountability
area requires that the national statistical laws of the countries comply with international principles,
including scientific methods, professional ethics, standard procedures for monitoring data and
accountability. These objectives are global and provides a shared blueprint, applicable on the basis
of the country characteristics, where the three dimensions of sustainable economic, social and
environmental development are integrated.

Sachs [21] extends this concept to the interaction of four systems: the world economy, the Earth
planet, the global society and the good governance. The joint consideration of these four dimensions
outlines the concept of sustainable territorial development. According to Medeiros [3,22], the main
policy dimensions associated with the concept of sustainable territorial development are: circular
economy to maintain the value of resources as long as possible by returning them to the product cycle
at the end of their use; social environmental awareness to educate an environmentally proactive society;
environmental conservation for a sustainable exploit of the natural resources, terrestrial ecosystems’
protection and restoration, global governance sustainability focus to share the knowledge, capacities
and technologies to foster global sustainable development actions, global spatial planning sustainability
focus to manage the planet and its elements (river basins, seas, mountain ranges, ice caps, forests) with
a sustainable development approach.

The development of the 2030 agenda has led to the growth of interest in social accounting.
The debate around the environment issues leads to two social reasons: the social reasons for which
the environment continues to be degraded and the social impact that derives from this situation.
For these reasons, it is difficult to make a clear distinction between the environment and social problems.
In essence, the debate on the environment inexorably leads to issues of sustainability and these issues,
by definition, embrace the issues of social accounting [18].

However, faced with a holistic approach to sustainability with respect to SDGs, sustainable
territorial development can be considered as a promising area for investigating, understanding and
evaluating the effectiveness of policies from an economic, social and/or environmental point of view at
the local level [23–25]. Sustainable territorial development expresses the ability to implement public
policies based on the identity of a territory. As noted by Medeiros [3] (p. 3),

“In essence, what distinguishes sustainable development and territorial development is the notion of
sustainability (a goal or condition vis-à-vis the process of sustainable development—[...] which needs
to be associated with the notion that future generations have the right to enjoy a clean, socially and
economically prosperous, and well-governed and planned world.”
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The relative actions are based on a convergence between social actors and public administrators in
order to guide the development of a given territory [5]. The territory, in this sense, is understood not
only in a physical sense but as the set of social relationships that are created and guide the development
of a community, with its economic, social and cultural connotations. Public institutions need to move,
taking into account the identity of the territory and creating conditions for promoting development in
its multidimensionality.

The key to achieving the sustainable development of a territory is an understanding and modeling
of its identity, given by the interactions between the natural system and the socio-economic ones, its
cultural capital [4,26,27]. The nature of this relationship is constantly evolving, just as species are
born and become extinct and resources end, and others are rediscovered, so socio-economic systems
expand and shrink. Sustainable territorial development can refer to different levels, and in particular
to regional and local or relative to a country, a continent or the entire world economy.

We delimit our analysis at the municipality level, focusing on the local authority as a
decision-making actor capable of representing, communicating and expressing the territorial
development of an area both in terms of economic value, but also in terms of social and environmental
capital. The local authority is defined as a territorial public entity because the territory represents one
of the constitutive elements and the sphere of implementation of the institutional choices. To promote
the economic development of the administered community, it is necessary to consider the resources
available. The local authority tries to maximize the value of the territory, so that the local community
can achieve its development, respecting its sustainability. In this sense, it is essential to identify the
actions that the local authority puts in place to achieve the effective development of the territory.
Among the operational tools to achieve these objectives, there is the accounting system. The budget
or a social report of local authority offers not only a technical representation but is the heart of the
activities and opportunities of a territory. The creation of social accounting systems integrated with
traditional accounting develop a continuous communication process aimed at involving the multiplicity
of institutional, social, economic and cultural local actors of the reference territory.

This approach, which incorporates economic, social and environmental aspects of a territory, it can
consider partially expressive of the concept of sustainability. First of all, in the confluence of these
elements, one aspect cannot be given priority over another; moreover, it cannot be said with certainty
that they represent and describe all the changing dimensions of sustainability. Indeed, it is believed that
these dimensions do not exhaust the field of sustainability, which is in constant movement [2]. Besides
this, the social dimension of sustainability has received less attention than the other components due to
the difficulties in realizing and operationalizing it [3]. Starting from these considerations, sustainability
and accountability are closely connected.

The concept of accountability refers to the duty to account for the actions for which you are
responsible. It pertains to both social, economic and environmental aspects. It is believed to be related
to the concept of sustainability [28], whereas social sustainability is closely linked to social problems
and even constitutes a social value itself [2,29].

The consideration of the social relevance of these phenomena means that they can be traced back
to studies relating to social accounting.

The idea of “social” arises from the consideration that society and the economy influence the
environment in which they operate. Therefore, in the economic system of all organizations, the state
and stakeholders play an important role in the process of the economic and social improvement
of the territory. These considerations underline the importance of the political–institutional role of
public administrations in attributing importance to social aspects and expansion of the traditional and
restricted communication channels that regulate relations between public bodies and the social context.
In this sense, social accounting, as relevant tool for social sustainability, represents an evolutionary
and improvement mechanism of the current structure of organization, through consideration of the
social, ethical and environmental aspects following the principle of transparency and visibility and
therefore of accountability. This tool allows the development of democracy and therefore increases the
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contribution of the people. The development of a social accounting model activates the process of
re-democratization of society in this sense [30], starting from the local territory.

Social accounting becomes essential to provide adequate information to stakeholders, both socially
and environmentally [1]. In particular, sustainability accounting is used to create a survey system that
analyzes the financial implications of sustainability with respect to the different social, environmental
and economic dimensions for organizations and individuals [2].

3. Addressing Social Accounting and Traditional Accounting Relationship: A Literature Review

Public administrations are called upon to evaluate multiple economic, social and political aspects
that significantly influence management methods and production processes, making decision-making
complex. These characteristics make it more difficult to create and feed the conditions for activating
public accountability processes.

The creation of mechanisms based on accountability therefore implies the activation of a reporting
system which must report the results and effects of the organization activity towards all stakeholders in
various dimensions, not only economic and financial, but also social, civil and environmental [31–35].
The information produced considers several aspects related to the sustainable territorial development
policies: the quality of the results, timing of their realization, resources’ distribution on the territory,
public order, cultural and social effects, and quality of community life.

Accountability has historically been addressed in different ways, and the prevailing idea of public
accountability has changed over time in relation to the social, cultural and political-institutional contexts
that have extended its significance and prospects for investigation [13,31,36,37]. The accountability
principle has different dimensions [16,38–41] and the development of accountability channels in the
public sector can be linked to institutional processes and the renewal of information and evaluation
tools [32,40,42–45].

The ability of public organizations to create social value over time depends on the degree to
which it shares ethical–social principles with its interlocutors. In the public sector and in non-profit
organizations in general, profit has little relevance. Basically, there are no profits or economic
calculations guiding their decisions. In other words, strategic choices are not adopted according to a
purely economic criterion. Profit is not configured as an indicator of economic–financial feasibility and
therefore does not constitute a target for organizations operating in the public sector. These realities
perform a service towards society, and to fulfill this task they manage the resources of the community.
The concept of accumulation is in contrast with the nature of these bodies, as their ability to offer
services efficiently and effectively is the basis of their work.

The fact that profit is not a suitable indicator for these entities leads to the need to identify
appropriate performance indicators that give a measure of the quality of their choices [5].
These indicators consider the relationship between the definition of these performance indicators,
essentially based on the measurement of efficiency, effectiveness and economic stability, and the
development of a social accounting system. These tools should be integrated with social sustainability
accounting, through which the environmental and social aspects of the organization are monitored,
measured and communicated to the various interlocutors. The measurement of public action provides
important information for the community, useful for monitoring, comparing, and improving critical
aspects of the performance achieved by providing useful evidence that allows managers to better
define objectives, improve particular activities and the level of services, and investigate particular
negative or unusually positive trends [46].

The institutional purpose of the public sector seeks to direct public spending towards the
sustainable growth and enhancement of public services. The consideration that financial resources
that come from the local community forces the public body to maintain and guarantee a complex
and precarious balance aimed at achieving a qualitative increase in the level of services, without this
leading to an increase in the level of taxation. In this dimension, the social accounting system becomes
essential, because it offers the community an appropriate way of interpreting institutional choices.
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The international literature offers interesting conceptual and critical aspects of social accounting,
related to the deepening and substantial delimitation of different meanings related to the evolution
of this discipline [11,47,48]. Specifically, Gray et al. [48] address the social accounting community by
critically highlighting the importance and the need for the public and the third sectors to take care of
social accounting development.

The study of the relationships between accounting and social implications has always intrigued
researchers. In 1971, Goldberg [49] identified the relationship between accounting and the social
context, stating that economists and statisticians began to develop the social implications of accounting
techniques and the economic influences of its procedures and concepts.

The contributions of Prakash [50], Fitch [51], Bowman and Haire [52] have focused on analyzing
the relationship between social responsibility and the benefits for society in terms of the positive results
it achieves. Belkaoui [53] carried out an experimental study to determine the impact of socio-economic
declarations on investment decisions, affirming the relevance of this information for making strategic
investment decisions.

On the basis of social accounting, the literature has developed the notion of a social contract,
according to which each institution operates in society through an implicit or explicit social contract,
whose growth and survival are ensured by the implementation of the actions expected and requested
by the organization and the distribution of economic, social and political benefits to those from whom
each organization derives its power [54]. Shocker and Sethi [54] studied the stakeholder perspective in
managerial choices. Their research shows that managers use a multidimensional criterion to fulfill
social responsibility, which includes the stakeholders’ perception. According to these authors, social
legitimacy is fundamental for the organization’s survival.

Some authors [55,56] have linked the social contract to the logic of organizational legitimacy:
organizations try to establish a congruence between the associated or implicit values of their activity
and the set of rules of the behavior of the social system they are part of. The conceptual models of social
responsibility accounting have always been developed in order to define the areas of responsibility and
the communication divergences of organizations [57–62]. Ramanathan [57] underlined the connection
between the measurement of social aspects and accounting and highlighted the importance of generating
accounting data on social aspects to understand how the economic benefits are distributed among the
various groups of subjects. Gray et al. [62] discussed the relevance of corporate social responsibility in
accounting in order to measure the actions for which an organization is socially responsible.

The issue of social information disclosure is analyzed by Lindblom [60]. He investigates the
relationship between social performance and social disclosure, trying to define their possible mutual
interaction. The author, through the analysis of 160 social reports of different companies, confirmed
the existence of a mutual influence between different areas of social responsibility and the ability
to communicate social performance. Some authors [63] investigated the phenomenon of voluntary
reporting by Italian local authorities, exploring the financial and non-financial reporting models and
the factors that influence these tools. Empirical analysis revealed a diversified situation. In the context
of a management reform process, various factors, such as the type of activities carried out and the
strategic priorities of the authorities, significantly influence the content of the social reports.

Social accounting can be defined in general terms, and also in consideration of its extension to the
public sector, as a communication process on the social and environmental effects of an organization’s
economic actions towards particular interest groups present in society [30]. This definition clarifies that
the existence of a social accounting system involves a communication process between organizations
and its stakeholders based on a concept of accountability that goes beyond the traditional role assumed
by traditional accounting [5]. This goes back to the sphere of sustainability accounting as a tool to
improve the social context and the living conditions of the local community.

Accounting performs two essential functions within an organization: registration and collection on
the one hand, and the collection and dissemination of information on the other. In this sense, accounting
is defined by Belkaoui [64] (p. 22) as “the process of identifying, measuring and communicating
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economic information to permit informed judgments and decisions by users of the information” and
with respect to its function [65] (p. 38), it is “a service activity. Its function is to provide quantitative
information primarily financial in nature about economic entities that is intended to be useful in making
economic decisions, in making resolved choices among alternative courses of action”. Pallot [17]
affirmed that accounting is considered not only as a system of representation and classification but also
a language that influences the way of perceiving the world. In the communicative value of accounting,
it is understood how, through the representative and communicative moment of management results,
the entity transfers not only accounting data but also its value system.

The concept of social responsibility can therefore refer to the voluntary dissemination of information
(quantitative and qualitative) produced by an organization to inform or influence a part of the
community. Part of the quantitative information may be financial and non-financial, but in any
case, data and assessments of potential interest for employees, the community, owners and creditors
are included.

Traditional accounting systems in their broadest sense include some essential, although not
exhaustive, characteristics [30]: the financial description; the evaluation of economic events;
the definition of organizations and accounting data; information for specific users.

Gray et al. [30] stated that social accounting is a combination of accounting for different areas (as
well as for economic events); accounting in different ways (as well as in financial terms); accounting
for different individuals or groups; accounting for different purposes. In these terms, traditional
accounting could be understood as a particular form of the wider area of social accounting, which is
therefore configured and implemented when the artificial restrictions of conventional accounting are
removed. In essence, social accounting, which traditionally is considered a part of economic and
financial accounting, is understood by the author as a possible “universe of accounting practices”
which includes, according to an extreme vision, traditional accounting.

Beyond this delimitation, which cannot be circumscribed and defined in an absolute way, it can
be said that the current drive to innovate public accounting systems is aimed at pursuing a growing
need for accountability that influences the structure of the accounting information system [66–68].

The introduction of tools to evaluate social variables in the structuring of the accounting system
highlights, in the most recent scientific approaches [63,69], the value assumed by the methods of
transmitting information; accounting is in fact conceived not only as an activity of mere measurement
and selection of data but also as an important tool for information transfer and communication of
social values and the two functions are closely connected and correlated [70,71]. Specifically, Crane [71]
underlined the relevance of communication processes by creating a conceptual framework of the
different theoretical approaches concerning CSR communication.

The social accounting therefore identifies a terminological meeting between accounting and social;
if the identification of the economic–financial aspects and the concepts of management and taxation
help to explain the concept of accounting, the same does not apply to the “social”, whose defining
elements take on a wider dimension and cannot be easily framed in a univocal way.

In this paper, we believe that social reporting tools should be integrated with traditional accounting
tools and have the same importance. In order to better understand how managerial tools contribute to
sustaining sustainable territorial development policies and programs, we apply our analysis to the
context of a local authority in Italy. This country has been characterized by a reform process of the
public administrations directed to the pursuit and strengthening of social sustainability. To this end,
we present a leading case study of a medium-sized Italian local authority’s accounting system in which
the contributions and limits of managerial tools to social reporting are analyzed. The country-specific
study, analyzed below, allows us to have a deeper understanding of the social sustainability of a
territory in terms of the economic efficiency, social inclusion and environmental responsibility of a
local community. It can be useful in identifying interesting elements for integration or critical issues
related to the collection and reliability of data, and to get insights about issues that matter in the social
sustainability assessment in public administration.
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4. The Evolution of the Italian Local Authorities Accounting Systems

The growing awareness of the social reporting potential is linked to the renewal process that has
characterized the reform of the public administration in the last two decades [72]. The reform process
was characterized by the attempt to redevelop the public administrations activities through a redesign
of their organizational structures and of their accounting system. These activities are more linked to
generating results according to the criteria of transparency and economic efficiency [73].

The path of accounting systems renewal represents the continuous effort by public institutions to
achieve a coherent relationship between the decision-making processes and the purposes that a local
body pursues. In particular, in order to overcome the self-referencing logic of local authorities, it is
necessary to more specifically identify the issues to which the administration’s work is directed and
to more concretely define managerial responsibilities and benchmarking processes. It is necessary
to activate the rules and principles that lead local administrations to attribute a social value to their
choices; these choices involve multiple aspects that have significant economic and social effects in
the territory. They concern the allocation of financial resources, investment policies, changes in
organization assets, technical–organizational models, service delivery methods, territorial promotion
and local development.

The growth of the social value indicates a greater attention to external communication processes,
through which public organizations communicate the results of their management according to
mechanisms of accountability and transparency [5,73]. The development of this process makes it
necessary to rethink and renew the detection and reporting systems, which must be adequately
designed and structured according to specific territorial needs. The revision of public administration
accounting systems has been very marked in recent years. The traditional planning and reporting
phases have expanded their contents and the information flow (Legislative Decree n.118). Examples of
the accounting system renewal are the Single Programming Document (DUP), the introduction of the
accrual accounting for information purposes, the evaluation criteria definition of the items of the income
statement and the financial statement, the introduction of new forms of control and the extension of the
content of the Executive Management Plan content (PEG). The accounting principle in programming
ensures that, in the strategic planning documents, local authorities produce the tools through which
the local authority intends to report and communicate the activities carried out and the degree of
achievement of the objectives according to specific areas of responsibility. More specifically, the Single
Programming Document (DUP) constitutes the body’s strategic and operational guide. It includes
the contents of documents that were previously attached to the budget, such as the Programming
Report, the Programming of Public Works, staffing needs, disposals and enhancements of assets.
The DUP therefore enlarges the information previously contained in the programming report and also
its structure, which includes the strategic and operational section, allows a more coherent connection
with the operational programming of the PEG.

In order to achieve an integration between the two systems, it is necessary to create a link
between accounting data and social information. In this sense, the accounting system also becomes
instrumental to the social reporting needs, whose cognitive function is to respond to the stakeholders’
expectations, trying to promote sustainable development of the territory. The accountability logic is
ensured by the structuring of accounting systems designed to guarantee qualitative and quantitative
information through an appropriate reclassification and remodulation of the items, according to
external communication purposes which are conveyed by social accounting tools.

The structuring of an accrual accounting system, if it is validly and usefully integrated with
the cash accounting system, constitutes a particularly effective tool in the process of measuring the
overall results of the local authority, with reference to the evaluation of the social performances
achieved. The literature on this subject does not converge in attributing to the accrual accounting
a decisive role for public administrations’ management. In fact multiple experiences provide some
examples of implementation poorly effective in determining reliable results due to the inadequate
implementation process of the tool [74]. In this sense, data on the costs and revenues that derive from



Sustainability 2020, 12, 3675 10 of 23

accrual accounting are particularly useful for measuring performance economic, and the assessment
of changes in an organization’s assets is a highly significant and expressive index of the institution’s
ability to guarantee and preserve its tangible and intangible assets over time, also for the benefit of
future generations [75,76]. The cash accounting system, which established the managerial culture of
public administrations, is essentially based on a process of allocating financial resources according
to an economic rationality criterion that guides the assumption of the political–managerial choices.
For the main aspects, this system is suitable for the nature and purposes of the local authority, which are
characterized by the accounting management of the traditional income and expenditure phases [77–79].
The results of the accrual accounting would constitute an enrichment of the cash accounting system by
analyzing the essence of the phenomena in their temporal economic interdependencies. The information
on costs and revenues allows to determine, according to a criterion of economic competence that joins
the juridical-financial criterion proper of the cash accounting, the data on the costs of the services
provided generating useful information for decisional purposes.

In this sense, the systematic reporting of the dynamics of the costs of services can identify
the expense centers in detail, and therefore help to implement more effective control processes.
This information is therefore essential for achieving greater efficiency of the services provided by the
local authority in order to make them more suitable for the needs of the community, thereby improving
their social impact.

In this sense, the structure of accounting systems influences the quality of the social reporting
systems’ development. If, therefore, internal and external social communication assumes a high value
in management processes, it is appropriate that it also improves the quality of the accounting systems
for producing and selecting information, which thus become a valid instrument for collecting data and
reliable values.

5. Research Design

In order to identify promising managerial tools to support sustainable territorial development
policies, we investigate social accounting systems. They are specific and relevant tools for promoting
social sustainability. Given the exploratory nature of the paper, we analyze the accounting system
of a medium-sized Italian municipality through an explanatory case study [80–82]. This approach is
suitable for acquiring the perceptions of subjects operating in the field with respect to the contribution
that the accounting system generates for social reporting. This is not intended to define an empirical
basis for subsequent generalizations [83] or detect causal effects [84] but to understand the specificities
of a real context to evaluate the issues that emerged in the theoretical framework. We note that this
case study offers interesting issues that may matter to the international debate on the assessment of
sustainability in the public organizations. As is known, the accounting system of local authorities
has been characterized by a progressive accounting harmonization based on international accounting
standards to make the financial statements of different organizations around the world comparable.
Therefore, even if each local authority has a specific context, the results of our analysis can also be useful
for the other local authorities involved in the same standardized system. Specifically, this case study
allows us to identify areas of complementarity between social reporting and traditional accounting
systems. It also raises critical issues related to differences in reporting and data reliability, which may
be of interest to other public organizations located in other countries.

The choice of the Municipality, as a research site, is due firstly to the availability of both
documentary and interview data and the adoption of the social report since 2015 as a communication
tool to the community. In fact, the local authority selected was among the first in Italy to use social
reporting together with traditional accounting tools. Secondly, this local authority adopted the tools
of social accounting before the provisions of the law and has long given great attention to the issues
of social sustainability. Besides, this is a leading case study where it is possible to observe the
complementarity between social reporting and traditional accounting systems. Finally, this single case
is particularly interesting since it allows us to understand issues related to social accounting systems
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for social sustainability in the particular context of public administrations. The results are useful
for policy makers to define managerial tools that can better integrate the two accounting systems in
support of sustainable territorial development policies and programs. We adopted the protocol for
case study analysis, traditionally used in the literature [84] both in the selection of the unit of analysis
and in data collection through archival documents, social reports, and interviews with key informants.

The research was carried out from February 2018 to November 2019. However, the study took
into consideration the period from 2011 onwards, as in that year there was an important regulatory
innovation that changed the accounting system of local authorities. A retrospective approach was
therefore adopted, through which we tried to represent, through the perception of the interviewees,
the ways in which the new regulations in question can contribute to the development of social
reporting systems.

The data were collected through interviews, direct observation and document analysis.
The interviews involved politicians and administrative staff, such as the Mayor, the Deputy Mayor
and seven members of the Board; the municipal secretary, the manager of the Financial and Asset
Service, the Head of the General Affairs, Social, School and Cultural Services, the Head of Sports and
Tourism Promotion Sector, nine Councilors. The total number of respondents is 22. We preferred to
interview the local government’s internal stakeholders, since they are the actors entitled to use the
managerial tools for sustainability. The adoption and integration of the social accounting system is
a managerial choice that involves politicians and administrative staff at the forefront. Other local
government stakeholders, although they are part of the community, are mainly services users and
are, therefore, not directly involved in local government decision-making on sustainability issues.
Instead, external stakeholders are relevant to assessing the other side of social sustainability in terms
of communication effectiveness and perception of the accounting documents. The interviews were
conducted individually in the form of informal and focused semi-structure interviews, during which
we flexibly collected the spontaneous opinions of the respondents on common topics. Each interview
lasted 30 min. The transcripts of the interviews were made known to the respondents who approved
them. The interview scheme is based on the following issues:

Section 1—Institutional and organizational preconditions:

• System of values and principles assigned to social reporting;
• Strengths and weaknesses of the administrative structure;
• Accounting information system’s deficiencies that limit the adoption of social reporting tools;
• Political–institutional relevance of the social reporting tools for sustainable territorial

development decisions.

Section 2—Accounting instruments features for social sustainability:

• Quality of communication;
• Transparency;
• Stakeholders mapping;
• Consistency and reliability of the social accounting systems;
• Integrated accounting and procedures;
• Social indicators’ identification and selection;
• Application context of the social indexes;
• Incentive and evaluation systems.

The direct observation concerns the participation in some meetings of the Executive and in the
Services Conference. The documentary analysis concerned the following documents: the Single
Programming Document (DUP), the three-year financial statements, the Executive Management Plan
(PEG), and the Statement and the Social Report of the last three years.
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From the interviews, we tried to perceive and therefore identify those elements through which
traditional accounting can influence social accounting practices.

The municipality analyzed renewed its accounting system. In addition to the purpose assigned to
the usual programming and reporting processes, efforts have been made to increase the content of
the information produced to strengthen the role that the local authority assumes in the growth of and
improvement in the local community’s conditions of life. In fact, each subject has a reasonable right to
know the results of the local authority activities; the production and usability of information must
satisfy these information needs through adequate reporting tools.

On the one hand, the accounting system must be able to provide information on financial data,
methods of managing income and expenditure phases, economic components of the services performed,
management evaluation systems and modifications relating to changes in the assets. On the other hand,
it must allow, through communication tools, to assign a different configuration to this information in
order to disseminate, using a simple language, data and values to the interested parties on the activity
of the municipality and on the quality level of the services performed.

The programming and management processes are oriented towards these purposes by ensuring the
system towards social as well as economic–financial objectives, through the sustainable management
of available resources and an effective system for measuring and monitoring performance.

To understand these aspects, it is necessary to interpret the contribution of the information-accounting
and communication tools and the ways in which the different documents can produce social information
to evaluate the qualitative and quantitative level of services rendered to the community and the
effective allocation of the financial resources.

6. Findings

In our case study, the local authority stimulates the development of social reporting systems or
direct participation tools for citizens that allow a social assessment of the administration’s activity in
terms of the effectiveness and efficiency of the services provided.

The mandatory information content of the budget system is the basic tool for the evaluation of the
interventions adopted and the effects of the political-managerial choices undertaken. The revision of
the accounting system for social purposes first of all involves the expansion of the information content
to meet the usability and accessibility requirements relating to voluntary external communication.
Furthermore, it entails a reinterpretation of the accounting documents in order to structure the reporting
systems of the social variables.

The accounting system therefore becomes essential to support the management system in this
renewal process and constitutes the institutional basis for assessing the transparency, social and
environmental sustainability of public choices [17]. If there are two accountability profiles, the external
one and the internal one, it is necessary to establish how the accounting system must be structured in
order to guarantee the maintenance and respect of these profiles [6,36,38,40,43].

To this end, through a reconnaissance of the main documents that make up the local authority’s
budget system, we identify their information and the purposes underlying them, their interdependencies
with respect to the different management periods and the values attributed by the respondents according
to the cognitive needs of social reporting.

6.1. The Mandate and Programming Documents: Contributions and Limits

The programming activity plays a particularly central role in the local authority accounting
system, whose basic logic is given by the so-called authorization function of public accounting, through
which the spending limits, which the institution will have to respect in the subsequent period, are set
in advance.

The strategic and political importance of the preventive phase lies in the political and management
decisions formalization indicated in the plans and programs, and whose aim is to acquire prior consent
on the use of resources.
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The planning phase that takes concrete form in the preparation of the preventive documents
represents the “contract” that the local authority signs with the citizens and the various stakeholders
as the convenience judgment on the destination of the financial resources becomes a prerequisite to
regulate relations between the administration, their citizens and political consensus acquisition.

In this perspective, the reliability and consistency of the contents expressed in the preventive
accounting documents become an indication of the entity’s reliability and credibility; compliance with
the commitments undertaken and the evaluation of the activities will then be evident in the statement
in which the final management results are expressed.

The planning phase includes the Mandate, which has a particular value in identifying the
programmatic lines aimed at explaining the actions to be activated for the economic and social growth
of the territory. However, almost all of the interviewees believe that the document is often not
developed effectively and exhaustively. The mandate programming includes the mandate program
lines and the single programming document.

The Mandate programmatic lines constitute the first document through which the Mayor defines,
before the mandate period, the specific program of political and managerial activity that he will carry
out and, for this purpose, constitutes an essential document through which citizens they can evaluate
intentions and objectives in advance.

In accordance with the budget, the Single Programming Document (DUP) expresses the lines of
actions and the functioning of the offices, the services to be ensured, the current financial resources that
can be acquired, the investments and the public services to be carried out, expressing the compatibility
of these actions with the financial constraints.

With regard to these documents, the respondents believe that they constitute an important basis
of analysis for the definition of the local authority social mission, which is fundamental in the social
reporting system structuring. The interviewees, for 80% of public managers of the institution, affirm
that the limited content or excessive generality of these documents does not allow to both define the
mission and to reliably frame the political project proposed by the administration.

The recognition of cultural, institutional and social values highlights the characteristics assumed
as guidelines which characterize the entity’s way of operating; this includes the purposes that guide
their strategies and methods for implementing the objectives [63]. The clear and concrete expression of
the administration’s political project becomes an essential point for the final evaluation of the activity
in order to verify the effective achievement of the previously expressed objectives.

The single programming document (DUP), drawn up by the executive body and approved by the
Board, is deemed necessary to define the strategic lines contained in the social mission.

Its structure is specifically regulated by the law, which establishes its models and contents in
detail. The document describes the general characteristics of the population and territory, the economy
and the organization of the institution’s services and human, instrumental and technological resources.
It constitutes relevant support for the political administrators and public managers as it highlights the
overall dynamic of resources and strategic and operational objectives with respect to the reference period.

The particular value assumed by the document lies in the completeness of the information
obtained from the description of the following statements:

• Survey of the general characteristics: it includes information relating to the population, the territory,
the economy, services and organizational structures;

• Definition of the objectives through which the service managers formulate proposals relating to
their lines of activity;

• Assessment of resources: the financial resources are analyzed in order to assess the relative sources
of financing, highlighting any constraints with respect to the set objectives; resources are also
analyzed with respect to the percentage deviation from the values of previous years;

• Programs and projects identification and drafting: the programs to be implemented are selected
on the basis of the financial resources identified.
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Based on the perceptions of sixteen interviewees (about 75%), the relevance of the document for
the purposes of social reporting is due to its support in the implementation of the intervention lines,
since it expresses the socio-economic purposes to be achieved through public action. The information
allows a reading by problem areas, by intervention and for activities aimed at specific purposes,
offering the possibility of providing a document that aligns programming activity, use of resources and
management results.

These aspects are in fact fundamental for the preparation of the so-called Mandate balance sheet,
which constitutes a reporting tool aimed at transparently demonstrating the actions carried out during
the mandate in relation to the policy lines described by the political body. In particular, the current
legislation (in accordance with the accounting principle of the Legislative Decree No. 118/2011) requires
that the local authority indicates the tools it will adopt to communicate the results to the community in
advance. For this purpose, performance measurement tools, reporting programs and projects, and also
social reporting tools, including the social report and mandate balance sheet, can be adopted. In this
sense, the Mayor comments on the last regulatory provisions, as follows:

“Our administration has drawn up the social report for several years, therefore the recent regulation
has consolidated a path already started... we must focus, above all, on quality and quantity of the data
that must be further developed to improve the content of the social report”.

The political part has highlighted that these tools allow to identify: the areas of the entity’s
action with reference to the services offered and the interventions carried out; the economic, financial
and equity situation at the beginning and end of the mandate, by analyzing the choices made in
consideration of financial constraints; the consistency of the policies adopted with respect to the
previous administration’s choices.

The three-year forecast budget also has considerable relevance as it shows the programming
capacity of local authorities from a medium-term perspective, allowing administrators to effectively
perform their role as a guide. Although all respondents point out that the late approval of the document
often does not allow for adequate planning and the timely formulation of objectives. With reference to
its relevance for social purposes, it is interpreted as a document which provides a clear and complete
vision of the actions to be taken in relation to the objectives and results corresponding to the purposes
expressed in the local entity mission. Some interviewees say that this relevant planning document is
often considered as a mere mandatory fulfillment, neglecting the importance and the essential role it
plays in planning and management results. The forecast budget represents the information document
not only for the subjects operating within the local authority but also for the citizens interested in
knowing how the political choices have become budget forecasts, relating to the allocation of available
financial resources. For these reasons, the underlying objectives have a purpose and a public interest
since their configuration will determine the related economic and social impacts on the territory.

Several technical managers underline the double value of the document: the internal value due
to the importance of knowing the forecasts formulated for the administrative activity and for the
services responsible management, and the external value due to the interest of stakeholders in specific
information on the financial resources destination.

Fifteen respondents (about 70%) say that through social reporting systems it is necessary to make
financial information usable and accessible, overcoming the technical accounting that characterizes
the drafting methods of the forecast document. In this case it is necessary to create a system aimed
at reclassifying, according to specific criteria and instrumental logics, the data expressed in the
programming document, in order to make them readable through the adoption of a simple and
immediate language [17]. The remaining portion of the interviewees consider the reclassification
process not always useful since they believe that the effort produced to develop a document that can
be used by the community often does not correspond to the benefit for the management of the entity.
On the purposes of the budget for social purposes, the Deputy Mayor says that:
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“Defining a reclassified budget for social purposes requires a complex work of selecting data for groups
of stakeholders.... to date, in fact, the municipality has defined only the social report which presents
the main final results and some preventive values to evaluate the deviations.... We do not exclude that
in the future the administration may think about creating the budget for social purposes”.

Almost all of the respondents consider the Executive Management Plan (PEG) an important
document for management planning. On the one hand, a resources rational allocation is carried out
in relation to a process of identifying responsibilities and defining the management objectives; on
the other, a structured negotiation process is started, during which the political bodies coordinate
with the technical bodies to define the operational objectives and choose the best combination of
available resources and achievement of the objectives. For these essential aspects, in order to ensure
the consistency of the contents, the PEG is linked to the employment plans’ development and to the
project activities highlighted in the Single Programming Document (DUP).

The interviewees highlight the relevance of the PEG as a tool that favors the growth of accountability.
It expresses the degree of involvement and sharing of managers, which is essential for the proper
functioning of public services. Through its technical–managerial function, it is an indispensable
support role for management control. In this sense, the social nature derives from the consideration
that the interaction mechanisms with the stakeholders activated by the social reporting processes are
connected to management control activities, of which the PEG is an essential part.

6.2. Social Sustainability Reporting in Public Administration

The statement preparation constitutes the moment of verification of the management results
through the representation of the economic, financial and equity results. The outcomes, highlighted in
the final document, show the institution’s ability to reach what has been defined in the planning phase.
Therefore, stakeholders can express a judgment on the management’s capacity to effectively achieve
the previously established objectives.

For sixteen interviewees, these main purposes consist of disclosing the economic and financial
situation to the local entity’s administrators and in evaluating the congruence between the management
processes carried out and the lines expressed during the programming activity.

The data provided through the final document are representative of the phenomena and represent
a useful management tool if their representation respects the logic and rules for the correct accounting
and temporal representation of the management phenomena.

The perceptions of the integrated accounting system are conflicting. The service managers affirm
that the data and information of accrual accounting can perform a profitable informative function if
they derive from a well-established economic and managerial culture and if they are correlated, in a
coherent way, to the report expressed in terms of cash accounting [74–76]. The political part does not
attribute a fundamental role to integrated accounting, stating that the accrual accounting measurement
for the local authority is negligible. The Financial and Asset Service Manager highlights the usefulness
of an integrated system by stating that:

“Integrating accrual accounting with the cash accounting system can be useful for determining
measurement values of economic efficiency and understanding the dynamics of management costs . . .
furthermore these data can be essential for the determination of certain economic indicators”.

Twenty respondents (about 90% of the interviewees) say that, for social reporting purposes, the
explanatory note of the executive body plays a fundamental role, in which both judgments on the
efficiency and effectiveness of management and a detailed description of criteria adopted for drafting
of the various final documents are expressed. Furthermore, almost all of the respondents affirm
that, by reading the data and information highlighted in the report, there is concrete evidence of the
accounting and qualitative results of the overall management of the institution not only towards the
subjects internal to the local administration but also towards the community interested in knowing



Sustainability 2020, 12, 3675 16 of 23

these aspects, in order to be able to express an opinion on the economic–financial dynamics relating to
the management and use of resources.

The social reporting systems express an assessment of the objectives achieved with reference to
the overall work of the administration and, in this sense, the institutional final documents should
provide that information which, suitably adapted and reclassified, highlights those essential elements
for carrying out this assessment.

The local authority has been drawing up the social report for seven years, which is considered
by the administrators to be a report of the municipality incomes and expenses in a simple and
usable communicative language. The intention of the local body is to build a communication
channel to improve administrative transparency and support the principles underlying participatory
democracy [73]. Information makes citizens aware of and involved in public action. The accounting
data are presented in the form of numbers and descriptive graphs so that citizens can understand the
administrative choices and judge the economic situation. As the Mayor of the local authority expressed,
it is necessary to provide specific institutional procedures for the reports approval and to define forms
of citizens’ participation in political choices.

The analysis of the social report shows some critical points. First of all, the report presents a
structure that does not define the distribution of resources by stakeholders. The articulation is done by
management areas and not by categories of subjects. In addition, the data are mainly derived from cash
accounting; in fact, cost items are presented only for some services. In addition, there is no analysis of
the evaluation assets and the measurement of qualitative management indicators.

The social reporting systems as a tool for spreading accountability are recognized by the
interviewees [30,57], even if there is a lack both in the information production based on accrual
accounting data and in the outcomes definition related to the assessment of the quality level of the
services performed.

Particularly, the social report is divided into three parts: Identity of Institution; Management
Results; Organization and Management Trends. The first section analyzes the organization and the
characteristics of the territory. Furthermore, the management policies connected to the areas of the
budget drawn up according to the cash accounting system are highlighted (for example the policies
for the management of services and for the environment). It is noted that these policies are not
articulated according to a specific category of stakeholders. The administrators of the local body
highlight the importance of stakeholders [54] but neglect the analysis of the specific destination of
resources and policies by categories of subjects. This section uses some information from the DUP
and the PEG as regards the organizational structure of authority and the economic dimension of the
social context. The second section relates to the operating results, which are linked to the data of the
Financial Statements Account, prepared according to the cash accounting system. The costs of the most
important services are presented even if they are not widely commented. There is a part dedicated
to the presentation of the investment costs. The third section relates to management trends; in this
part, the deviations from the entry forecasts and some macroeconomic indicators referring to the entry
structure are presented. The determination of social indicators is fundamental to evaluate the impact of
social policies on the territory. The investigated institution has only defined some indicators related to
the way in which financial resources are allocated; this is also due to the fact that few social indicators
are defined within the DUP and PEG that could support the social report. The managers interviewed
also highlighted the need to define indicators applied to the specific context and for certain needs of
the community. To stimulate attention to the measurement of social aspects, the Mayor highlighted the
opportunity to provide incentive systems linked to social responsibilities and to managers who define
specific social sustainability indicators.

With reference to the link between traditional accounting and the social report, it is noted that
the main data and values are taken from the cash accounting system, budget and final documents,
and therefore there is little use of the accrual accounting system. Moreover, there is a greater use of
data related to income compared to the analysis of expenses. As previously highlighted, the body
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follows a logic of resources distribution and policies attribution by management areas and not by
stakeholders. In addition, quantitative indicators are presented, and therefore the report does not
highlight the analysis of the perceived quality of the services. The head of the economic–financial
service highlights a difficult application of accrual accounting that often does not allow for reliable and
complete information on the analytical costs of the services. Cost accounting could provide support
for the correct allocation of resources by categories of policy recipients.

From this perspective, the interviewees perceive aspects that sometimes make traditional
accounting system of local authorities incomplete in detecting aspects that have a social impact
limiting integration between the traditional accounting system and the social report [18,48]. In this
regard, the Head of the General Affairs, Social, School and Cultural Services says that:

“Social reporting system should be integrated with the traditional accounting system and it should
follow the same institutional discussion and approval procedures, trying to activate participatory
mechanisms by stakeholders in these procedures”.

These aspects are attributable to a deficient application, from a technical-operational point of
view, of the accrual accounting, despite the obligation foreseen by the normative provisions; the
exclusive recognition attributed to cash accounting for expressing managerial activities in a complete
manner, according to a simpler and less expensive accounting system compared to a structured
accrual accounting system; the lack of a managerial culture that attributes value and meaning to the
information drawn from the accrual accounting, in terms of relevance attributed to it in addressing the
management activity in a more useful way.

7. Contributions, Limitations and Open Questions

In this paper, we explore the accounting information system of local authorities as a managerial tool
to improve social sustainability. First of all, our case study highlights that social reporting constitutes
the instrument institutionally recognized as a means of internal and external communication of the
sustainable territorial development of a public body, in terms of goals, actions and results programmed
and achieved. Through this, the generality of the subjects (local municipality, citizens and the other
stakeholders) benefits from this information.

Secondly, our results contribute to enhancing our knowledge about the role of public accounting
system in defining specific instruments and adopting managerial approaches to support sustainable
territorial development policies and programs. In particular, our study underlines the importance of
institutional and organizational preconditions in terms of:

• Identifying a system of values and principles that are assigned to social reporting, and therefore
to social sustainability, the essential and finalistic role that qualifies and characterizes the public
organization activities;

• Recognizing the strengths and weaknesses of its organizational and managerial structure, initiating
a process of requalification and renewal of its structures and administrative apparatus;

• Examining the accounting information system, highlighting any substantial and procedural
deficiencies that may limit the adoption of social reporting models;

• Attributing a political–institutional relevance to the social reporting process, considering the
social accounting documents as tools to support the administration for making decisions and for
orienting its management according to its social sustainability vision [11,47,48].

Thirdly, our research contributes to identify the main characteristics of accounting instruments for
social sustainability, which are briefly:

• Quality of communication: they guarantee stakeholders through an appropriate review of the
accounting instruments, an adequate communication regarding the programs and results achieved
according to a precise expositive and descriptive logic [63,71];
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• Transparency: the use of transparent channels to make data and information accessible to the
community [73];

• Stakeholders mapping: reporting in the accounting documents (for example, the DUP) an
adequate process of identifying the stakeholders and creating the conditions for the activation of a
relationships [54];

• Consistency and reliability of the social accounting systems: completeness, consistency and
reliability of the preventive documents (DUP-PEG-Budget) of the accounting system to ensure the
quality of social information [17];

• Integrated accounting: the use of accrual accounting data integrated with cash accounting can
improve the social performance measurement [74];

• Social indicators identification and selection: the identification in the preventive (DUP-PEG) and
final (performance report) accounting documents of those indicators that assume a relevance with
respect to social sustainability (for example, policies for social integration; level of participation
in policy and institutions; measurement of social networks; level of the territorial economic and
social well-being; measurement of work and reconciliation with the quality of life) [30];

• Application context of the social indexes: the definition of accounting tools having detailed
indicators for specific needs of community and for local development;

• Incentive and evaluation systems: the consideration in the accounting documents (PEG) of
personnel evaluation systems linked to social responsibility performances;

• Procedures: the definition of paradigms and procedural methods for preparing and approving
accounting documents that favor stakeholders’ needs and participation [28].

This consideration, however, raises some doubts related to the growing need for accountability
and to the adequacy of the current accounting system to meet this requirement by putting in place an
effective communication and comparison system with the recipient subjects.

The structure of the accounting system is sometimes not suitable for developing a complete
accountability and sustainability process in public organization; in fact, this requirement requires
a different reconfiguration of the system itself in order to make it suitable for pursuing the social
reporting objectives. In particular, the information and economic data, resulting from the reporting
system, are not always entirely usable and understandable externally and, in this sense, they partially
fulfil the task of representing results that specifically meet the information needs.

The achievement of an internal balance between resource management processes and the
identification of skills and responsibilities would avoid the divergence between the purposes and
methods for configuring and implementing organizational and managerial models.

In fact, we have underlined in our analysis that greater misalignment reduces the level of
internal accountability. This can negatively affect the external profile of accountability, since the
importance of public activity is related to its impact on local development and on the actions aimed at
sustainability [15,16].

8. Conclusions

Considering that the social dimension has an essential place in the institutional choices regarding
social sustainability, the social reporting documents should be considered as a system to be integrated
with the traditional accounting by entering into the programming procedures currently in place in
the local authority for the accounting documents’ approval. Our case study identifies the areas of
complementarity between the two tools and the critical issues related to differences in reporting and
data reliability. The results are useful for policy makers to define managerial tools that can better
integrate the two accounting systems in support of sustainable territorial development policies and
programs. Our analysis shows that social reporting is essential in promoting social sustainability and
in evaluating the effects of their choices, not only within the public administration, but also externally
for the local territory and its community.
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In this regard, the late production and approval of the preventive accounting documents make any
planning system lacking, since the coordinated process that links programming to the management
phase is not fulfilled according to a coherent and rational operating logic. These problematic aspects
create a weak basis for the affirmation of social reporting models. In the analysis carried out, the
investigated body underlines the essentiality of the social aspects during the strategic and operational
planning, and measurement of the results achieved. Since the preventive phase identifies the objectives
and fulfills the so-called social efficacy, intended as an activity aimed at satisfying public needs, the
reporting phase is connected, with respect to the accountability, to the management results through a
verification of the achievement of certain levels of efficiency and productivity.

Our results show that, for the purposes of social reporting, the accounting system should be
able to detect and represent the management phases and the performance achieved following a logic
of interdependence. This should ensure consistency between the aims of the public organization,
expressed and measured through this accounting system, and the needs of the socio-economic
environment. The consideration of the social elements technically implies the expansion of the
information content of the accounting system in an integrated perspective in order to use the links
between cash and accrual accounting. Among the future research, we suggest extending our analysis
using other methodologies for the reporting activities such as the Global Reporting Initiative (GRI).
This suggests specific indicators for each sustainability dimension concerning the main economic
sectors and products’ activities. Starting from the GRI list could be useful to identify the related costs
in the public account.

In addition, we believe that the results of the analysis can be a guide for local administrators to
implement social reporting systems integrated with the traditional accounting system. In addition,
some local governments that prepare social reporting documents, often of a descriptive nature, or
without a specific correlation with traditional accounting documents, can identify some elements to
improve the integration and the social impact of the information produced.

Finally, an essential approach for the local body, in order to integrate the accounting system with
the essential social information, relates to the identification of those elements aimed at evaluating
and measuring the institution’s ability to attract resources and the public consent necessary to
operate in the socio-economic context. In this sense, a future line of research could analyze the link
between these elements that emerged from the analysis and the development of social sustainability
accounting systems.

The growing tendency to develop public accountability processes attributes a substantial role to the
information content of the accounting system aimed at representing managerial aspects, not only from
a mere allocative and authorization logic, but also according to a broader concept that re-evaluates and
reconfigures the accounting and reporting system. In its integrated configuration, the social reporting
is suitable to represent not only the economic and financial elements, but also to provide a disclosure
of information on social sustainable impacts. The identification of the stakeholders with which the
organization interacts involves, in order to identify parameters useful for monitoring and measuring
the degree of their expectations, the choice and collection of accounting data that are valid for the
representation of the relationships and the evaluation of the communication effectiveness between
institution and social context. We are aware that a limit of our explorative research is represented by
the use of a single case study, so any generalization of the results is not possible. Similarly, a limited
number of interviews addressed to internal stakeholders, such as politicians and administrative staff,
gives a partial vision of the studied phenomenon, compared to the information that is obtainable
by extending the interviews to other types of stakeholders. Examining the external stakeholders’
perceptions could be relevant to understanding the effectiveness of communication and the usefulness
of social accounting tools for the community. However, these limitations and open questions discussed
above may represent a starting point for future research.
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