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Abstract 
The research aims to develop a conceptualized approach to presenting information about the ESG-activities of 
businesses in financial reporting, considering the imperative of transitioning to a socio-economic development 
model. This research is conducted based on general scientific and specific methods, including comparative 
analysis, abstraction, and modeling. During the research process, the following steps were taken: analyzed the 
current trend in Moldova’s reporting system concerning the disclosure of information related to business ESG-
behavior; identified that the conceptual framework for an innovative approach to financial reporting is based on 
bridging financial reporting theory with the concept of social responsibility; established a criterion for 
transforming vague social responsibility into business ESG-obligations and their recognition as part of accounting 
entities; compared different ways of influencing the impact of a business’s ESG-contribution on its capital size 
and overall cost;  developed a 3-stage algorithm for presenting information on a business’s ESG-performance in 
its reporting. The research conclusions include the following: The qualification of Moldova's economy as 
developing and the state policy of stimulating business as taxpayers are crucial factors that have determined the 
trend of the national reporting system regarding the disclosure of information on business ESG-contributions to 
achieve sustainable development goals. The recognition of the outcomes of ESG-behavior of socially responsible 
businesses as components of accounting entities is contingent upon the authority vested in stakeholders concerning 
the business's associated ownership.  The method of influencing the value of a business through ESG-obligations 
depends on its recognition as part of the financial reporting elements.   
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I.  INTRODUCTION  

It is a well-known fact that all business results must be reported to the public on a regular basis. Financial 
reporting is a tool that allows you to translate the results achieved. Stakeholders are shown reliable information 
about the actions of the business through certain financial indicators, based on which the effectiveness of the 
adopted business model is assessed and the prospects for its implementation are determined. 

Obviously, financial reporting data contributes to building relationships between business owners and 
investors, as well as other stakeholders. Meanwhile, under the impact of new social ties and economic relations, 
the development of the “green” economy, and the introduction of information technology, the demands and views 
of stakeholders have changed significantly. Today, they are interested in information that describes not only the 
results of the business, but also its achievements for the purposes of sustainable development. 

Traditionally, for business owners, the most important is the financial indicator of the profit received. 
Nevertheless, modern economic realities are such that business participants have become owners of non-financial 
resources (human, natural). Undoubtedly, they are interested in accounting data reflecting the recognition and 
execution of their rights, namely: the value of their invested non-financial capital, the amount attributable to their 
share, the profits earned, and finally, the contribution to the maintenance of the amount of non-financial capital, 
losing its value in the process of use. This circumstance has led to the transition to an innovative model of financial 
reporting - socio-economic, the imperative of which is predetermined by the reasonable demand of non-financial 
participants in business for the disclosure of useful information for them. At the same time for this transition, it is 
necessary to have a conceptual basis, combining the theory of reporting and special concepts. 

The modern concept of financial reporting provides a combination of economic and legal approaches, the 
use of which is aimed at the formation of useful information, primarily focused on the interests of owners as the 
main group of users.  
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However, the phenomena caused by the interaction of business with society and the environment, at first 
sight, have no legal justification and economic sense, which excludes the presentation of the result of these 
phenomena in the financial statements. At the same time, the accounting methodology, through its valuation 
mechanism, facilitates the transformation of economic, financial and business transactions into accounting entries. 
These records are then summarized, and already in the form of financial statements, the accounting information is 
presented to stakeholders. This means that accounting methodology has given the lead role to the person 
concerned, so financial reporting is a synthesis of human activity. On this basis, it follows that it must present 
measured (cost) economic and financial information about the results of any human activity (Pérez-Benedito, 
2022). 

The absence of such information indicates a contradiction in accounting methodology, the key element of 
which is currently the concept of financial capital, while today's realities require a transition to its expanded 
interpretation -  associated capital as a source of all business resources: financial and non-financial. A special 
concept, the Concept of Social Responsibility, orientates business towards the fulfillment of its responsibility to 
the non-financial contributors of associated capital - society and the environment. 

In the context of the implementation of its provisions, many organizations initially began to prepare a report 
on sustainable development, according to the Global Reporting Initiative (GRI), which is widely distributed. This 
report is important because it provides additional information beyond traditional financial reporting.  With this 
information, stakeholders can make judgments about the sustainability of the business model and plan for the 
business to achieve its sustainability goals.  However, there are doubts about the ability of this report to convey 
relevant information transparently and accurately to stockholders and other stakeholders, and, consequently, there 
is a significant lack of public confidence in this report, for example, in the UK and in most European countries 
(Wilson, 2021).  

Subsequently, in the context of adopting the Principles for Responsible Investment, a triad of ESG-
indicators (Environmental, Social, and Corporate Governance) was developed. ESG-triad is designed to 
demonstrate the contribution of business in the development of society and the maintenance of the environment, 
and is designed for investors to assess the risks, opportunities and prospects of interaction with the business. 

However, the format for presenting ESG-information is adapted to the format of the Sustainability Report 
and differs from it only in the level of detail of the information. Along with this circumstance, the absence of a 
single evaluation criterion for ESG-indicators of business breaks their connection with the financial indicators 
formed by the accounting system. 

To solve the problem of the usefulness of information for the owners of all resources used by the business, 
integrated reporting is aimed at disclosing information about the value of financial, social, natural and other types 
of capital, the ESG-contribution of business in their maintenance, and finally about their impact on the growth of 
total capital. However, in the absence of a unified methodology for the valuation of all forms of capital, this kind 
of information is additional to that presented in the financial statements. In addition, there is a lack of a clear set 
of parameters for the format of disclosure. 

Thus, the most important circumstance for changing the format of business financial reporting is the 
transition to a new development paradigm, which determines the revision of the criteria of usefulness of the 
information field of reporting, the rules of its preparation, principles and methods of accounting the results of 
economic events. The solution to the problem of recognizing the results of ESG-behavior of socially responsible 
business (hereinafter, SR-business) in financial reporting and its transition to the socio-economic model, should 
be sought in the plane of improved accounting methodology. Innovative accounting methodology must:  
• facilitate the reflection of societal progress, socio-economic development and the development of the 

individual business (Kaz et al., 2020); 
• provide for the assessment of social responsibilities based on the implementation of a unified concept of 

social responsibility (Geva, 2008); 
• follow the principles of mandatory accounting law, balance between the three types of capital (financial, 

human and natural) invested in the business, and accordingly, the parity of profit distribution (Richard & 
Altukhova, 2017). 
In this context, the authors put forward the following hypotheses: 
Hypothesis Н1 – The prevailing trend of information disclosure concerning business ESG-behavior in the 

reporting system of the Republic of Moldova does not meet the demands of the socio-economic development 
paradigm. 

Hypothesis Н2 - The criterion for recognizing the results of the ESG-behavior of SR-businesses as 
accounting objects and translating them into financial statements is the power over property. 

Hypothesis Н3 - ESG-contribution of business affects its value: recognized in the accounting objects 
directly, qualified as internally generated goodwill - indirectly. 

The article is structured as follows to substantiate the proposed hypotheses: Section II – Literature review, 
Section III – Research methodology, Section IV – Results and discussions and Section V – Finding and 
conclusions. 
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II.  LITERATURE REVIEW 

Since the end of the XX-th century, there has been widespread discussion in academic and professional 
circles of the problem of reporting on the performance of social responsibility by business in the face of the 
contradiction between its egoistic goal of infinite growth of financial capital and the quintessential associational 
ownership used to achieve this goal. The discussion has become particularly intense since the beginning of the 
XXI-st century in the context of the recognition of the need to assess the contribution of business to the 
maintenance of the environment for the purposes of sustainable development.  Some of the works are 
methodological in nature, while others aim at empirical research. One of the main issues for theorists of this period 
is the format of disclosure in business reporting in the context of sustainable development goals. 

 
2.1 Natural of Methodological 

A conceptual approach to reforming the format of financial reporting is followed by Wilson, whose work 
emphasized that more than 78% of the created value is associated with intangible assets, the source of formation 
of which is human and institutional capital (Wilson, 2021). Meanwhile, he points out that human capital, embodied 
in skills and knowledge, is weakly tangible, and social capital even less so, since it arises as the result of relations 
between social subjects. Limited tangibility creates problems of reliability of their measurement and, consequently, 
the usefulness of financial reporting. According to Wilson (2021), to resolve this problem the accounting 
community requires a contribution to theoretical research and on its basis to develop practical tools that will ensure 
the reliability of information in financial statements. 

In this context, the article by Imaningati et al. (2022) is worthy of attention, which notes that the accelerated 
development of business has led to increased demands from stakeholders for completeness of information on their 
performance of social responsibility, which must be presented in financial statements. Their judgment is justified 
by the fact that it is quite costly for stakeholders to study one report after another, first financial and then 
sustainability. They need comprehensive information presented in combined reporting, which should include 
information both translatable from financial statements and on the results of the ESG-behavior of the business. 
However, this requires the formation of a conceptual framework, the basis of which will be the measurement of 
new forms of capital. 

Among the theorists who analyze changes in the reporting format stand out Ofurum and Ngoke (2022). In 
their opinion, the first step to reform reporting in order to increase its usefulness and provide reliable information 
about the economic value created by the business is the identification of the users interested in it. Identification as 
a logical technique provides an interaction between the users of information and the economic values created, in 
the absence of which the usefulness of reporting is reduced and its content does not meet its stated purpose. 

The work of Murni et al. (2022) in which the question of capital structure optimization is investigated 
deserves attention. The authors proceed from the judgment: capital structure optimization is necessary if its 
changes affect the value of the business. The capital structure is considered optimal if it can maximize the value 
of the business at a certain level of risk.  To evaluate how effectively the capital of the owners of the business is 
used, you can use the ROE - return on equity.  

Since business capital consists of financial contributions from shareholders and non-financial capital 
(human, social, natural, etc.) involved in the creation of associated property, ignoring the value of non-financial 
capital will distort the ROE and risks in making investment decisions. In this context, it is appropriate once again 
to return to the work of Ofurum and Ngoke (2022), who proved the positive relationship of human and natural 
capital appreciation with such financial indicators as ROE and ROA (return on assets). 

As part of the discussion on this topic, let us turn to Alves' research, which consists of an analysis of the 
relationship between the structure of corporate ownership and the structure of capital. The author emphasizes that 
"...different ownership structures can lead to differences in the capital structure, which will reflect different rights 
associated with different types of owners. This capital structure, in turn, may have a greater or lesser impact on the 
financial reporting process" (Alves, 2020). In her view, capital structure depends on the type of organizations, but 
its key components should be recognized as: 1) the aggregate of equity held by the shareholder, 2) the share of 
equity held by managers, and 3) the share of equity held by institutional investors. One cannot but agree with this 
point of view. Hence, the three-component structure of business ownership: production, intellectual and 
institutional components. 

 
2.2 Empirical Nature 

The essence of other discussions comes down to the practical aspect of solving the outlined problem, 
namely the presentation of information about human and natural capital in financial statements. So, the source of 
the emergence of a set of intangible assets is intellectual capital, which is represented by three types: human, 
structural, and relational (Imaningati et al, 2022). It should be noted that such a division somewhat contradicts the 
idea of integrated reporting and is generally quite controversial. The authors of this study do not aim to qualify the 
type of capital from the position of strategic management.  
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Table 1. Classification groups of intellectual capital and their assessment indicators 
n/n Intellectual Capital 

Group 
Indicators for assessing the qualifying type of intellectual capital 

1 Human Capital Number of employees; Employee education and training; Type of work-related training; Employee 
turnover; Education level; Employee qualifications; Employee knowledge; Employee competence 

2 Structural Capital Vision and mission; Code of conduct; Patent; Copyright; Trademark; Management philosophy; 
Organizational culture; Management process; Information Systems; Network System; Corporate 
Governance; Breach reporting system / Whistle blowing system; Comprehensive performance 
analysis; Debt repayment ability; Capital structure  

3 Relational Capital Brand; Customer; Customer loyalty; Company name; Distribution Network; Business Collaboration; 
License agreement; Profitable contracts; Franchise Agreement; Award; Certification; Marketing 
strategy; Market Share 

Source: Adapted after Imaningati et al. (2022) 
 
Nevertheless, the clear grouping of indicators proposed by Imaningati et al. (2022), identifiable with a 

specific highlighted type of capital, deserves attention. Obviously, some of these indicators cannot be reliably 
valued, and, consequently, reporters will find it difficult to report on the ESG-behavior of the business and assess 
its contribution to maintaining sustainable development. In this context, researchers noted that the qualitative state 
of research is limited by the application of a quantitative method of measuring intellectual capital.  

Tsibulnikova's article focuses on the development of a conceptual approach to the reflection of natural 
capital in financial statements. In her opinion, since recently there has been an increase in the influence of natural 
capital on business results, its evaluation is predetermined. In this regard, the basis of the proposed approach to 
the reflection of natural capital in the composition of accounting objects are principles: the clear boundaries of its 
evaluation; the variability of its state, the recognition of its involvement in circulation; its value measurability 
(Tsibulnikova, 2020). One cannot but agree with Tsibulnikova's opinion about the important role of the principles 
she highlights. In fact, their observance predetermines the opening of natural capital accounts, its recognition as 
an element of financial reporting, which serves as a prerequisite for assessing the ESG-contribution of business in 
achieving sustainable development goals. Dmitrieva (2022) makes a similar judgment. From her point of view, in 
order to make information available to decision makers on investments, it is necessary to develop an accounting 
model for natural capital, which involves the collection of comparable and regular data on natural capital as a 
source of natural assets and flows of created services.  This requires a cost estimate of natural capital, based on 
which it is possible to calculate the contribution of the environment to the business and vice versa - its ESG-
contribution to the recovery of impairment or degradation of natural capital. 

Other scientific works are devoted to the assessment of the ESG-contribution of business through the 
implementation of the concept of social responsibility. As Geva (2008) rightly points out, the concept of social 
responsibility of business that does not include a condition for measuring social responsibilities loses its integrity 
and purpose. A single scale for their evaluation unifies and harmonizes existing theories of social responsibility 
(Chen et al., 2021). 

The special significance of using cost-related indicators of social responsibility performance lies in the 
context of empirically proven impact of socially responsible management on:  
• environmental behavior of employees and business sustainability (Al-Amin et al., 2021);  
• corporate financial indicators such as ROA, ROCE and Tobin-Q, whose value improves when the ESG-

indicators of business are increased, which are interpreted as factors of investment decision due to their 
positive correlation with business value (Almeyda & Darmansya, 2019); 

• business reputation (Chen et al., 2021), and, therefore, on its value as a whole. 
However, such evaluation will be effective only if the social responsibility of business is institutionalized 

(Al-Amin et al., 2021). Otherwise, the business has no legal obligation for the quality and quantity of ESG-
indicators, and, therefore, for the consequences of decisions made on their basis. 

Most studies focus on assessing the impact of the ESG-contribution of a business on its value as a whole. 
In this regard, two approaches are used in assessing the correlation between ESG-indicators and business value: 
• based on the comparison of costs (investment in human capital, waste reduction and energy conservation) 

and revenues (gaining customer loyalty, creating new market opportunities) associated with the ESG-
behavior of the business. In this case, the assessed contribution directly affects the change in the business' 
value of capital (Lee & Suh, 2021); 

• based on the valuation of the market value of the company's common stock, and which indirectly 
demonstrates the relationship between ROA and ROE with ESG-indicators (Ahmad et al., 2021). 
Nevertheless, according to Lee and Suh (2022), and to date the vast majority of research results in the field 

of ESG-behavior and its impact on financial performance remain inconclusive, in the absence of a common 
standard on both the order of reporting, and on its parameters. 

In order to overcome the difficulties associated with measuring intangible human capital and even less 
tangible, social capital, the Social and Human Capital Protocol was developed. It recommends four basic principles 
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to guide the development of a social and human capital reporting approach (Social & Human Capital Protocol, 
2021):  
• the information must be relevant to the business and stakeholders;  
• the method of measurement must be appropriate and identify reliable data, reporting must meet the 

characteristics of completeness, transparency and accountability;  
• indicators must be consistent and measurement methods must be compatible within a particular business. 

It is expected that the implementation of this protocol will produce quantitative, qualitative and monetary 
indicators that will help to reliably assess the socio-management contribution (SG-contribution) of business in 
achieving sustainable development goals. 

Existing shortcomings with regard to assessing the state of natural capital used by business and society as 
a whole have necessitated the development of a specific natural capital accounting system that is designed to 
provide an integrated framework for accounting for ecosystems and their services. These are the document acts 
"System of Environmental-Economic Accounting 2012: Central Framework" (SEEA-CF, 2012 standard) and 
"SEEA - Ecosystem Accounting" (final standard 2021). They contain: 
• guidelines for the identification of types of natural capital, classification of ecosystem services, rules and 

principles of accounts, application of asset and sweat accounts (System of Environmental-Economic 
Accounting 2012: Central Framework, 2012); 

• and minimum requirements for determining significant impacts and dependencies, documenting accounting 
data and making accounting entries, calculation process, regarding the content of the Balance (System of 
Environmental-Economic Accounting-Ecosystems Accounting, 2021).  
Moreover, the implementation of SEEA-EA will provide an assessment of the environmental contribution 

(E-contribution) of business in achieving sustainable development. 
Undoubtedly, all of the above-mentioned studies make a significant contribution to resolving the problem. 

Meanwhile, their common phenomenon is that they more reflect the request to adapt the requirements of the 
concept of sustainable development to the ESG-triad disclosures (Evlakhova, 2022), rather than reforming the 
theory of financial reporting. And the question of recognizing the results of ESG-behavior of the business in 
financial reporting in the context of the imperative of its transition to the socio-economic model is still open. 

III.  RESEARCH METHODOLOGY 

This research is conducted on the basis of general scientific and special methods: system approach, 
comparison, analysis, synthesis, modeling, study of special literature. The application of the system approach is 
manifested in the rational combination of certain scientific methods aimed at building a research methodology: 
formulating the problem, proposing hypotheses and their justification, and finally developing a mechanism for 
recognizing the results of ESG-behavior of business in financial reporting in order to achieve sustainable 
development.  

A logical approach was also used as part of the development of the research methodology for the problem. 
The basis of the developed methodology are the methods of content analysis, comparison and analysis, modeling. 
So on the basis of the method of:  

1. analysis an evaluation of the factors determining the trend in the reporting system of the Republic of 
Moldova regarding the disclosure of information on ESG-behavior business has been conducted (Fig. 1, Fig. 2); 
the reasons for the emergence of the concept of social responsibility and established the nature of its impact on the 
content of business reporting, the point of convergence between the concept of social responsibility and the 
methodology of accounting, identified the criterion for the recognition of ESG-behavior of business as elements 
of financial reporting (Fig. 3); 

2. content analysis of the provisions of the legal and regulatory framework of the Republic of Moldova in 
the field of accounting and reporting is substantiated the necessity for its modernization (Tabel 2); 

3. comparison, interpreted the concept of social responsibility on the basis of an assessment of its three 
directions, characterized the current state and identified the prospects for improvement; 

4. modeling, an algorithm has been developed with the help of which visualization of the evidentiary 
format of the hypotheses put forward is achieved and which is a form of presentation of the developed mechanism 
of recognition of the results of ESG-behavior of the business (Fig. 4). 

In the process, the authors were guided by the methods of: 
• induction, the application of which made it possible to propose hypotheses;  
• synthesis, which made it possible to formulate conclusions and argue the hypotheses put forward; 
• abstraction, which was used to assess the point of convergence between the concept of social responsibility 

and financial reporting methodology;  
• economic analysis and its tools, on the basis of which the methodology of research of problems of 

recognition of the results of ESG-behavior of the business was developed. 
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To achieve the purpose of the study, the authors studied the documentary acts in the field of evaluation and 
accounting of social and natural capital, the Conceptual Framework for the preparation of financial statements, the 
works of famous scientists published in scientific journals, indexed in Scopus and other databases, and as 
monographs. Official materials of the Republic of Moldova, including legislative acts and data from the National 
Statistical Bureau for the year 2021, were utilized to form the evidentiary basis for the hypotheses.  

To achieve the goal, a research design has been developed, comprising the following elements:  
1) Identification of the factors determining the trend of disclosing information on business ESG-behavior 

in the accounting and reporting system of the Republic of Moldova; 
2) Identification of rights and type of social responsibility of business in the context of its ESG-behavior;  
3) Interpretation of the order of recognition of ESG-results of business as elements of financial reporting;  
4) Selection of the method of evaluation of ESG-impact of business on its value as a whole. 

IV.  RESULT AND DISCUSSION 

The importance of the usefulness of financial reporting information is reinforced in the context of 
responsible investment decisions. The implementation of the principle of usefulness is possible on the basis of an 
innovative mechanism for presenting information on ESG-behavior of business - the methodology of ESG-
contribution assessment of SR-business and its recognition as elements of financial reporting. In the context of the 
identified research problem, let's conduct an analysis of the factors determining the trend of disclosing information 
on ESG-behavior in the financial reporting of existing enterprises in the Republic of Moldova (RM) to assess their 
contribution to sustainable development. 

 
4.1 The conceptual interpretation of the trend of disclosing information on ESG-indicators in the 

business reporting of the Republic of Moldova 
 

It is known that the trend regarding national development and monitoring of information on the achieved 
effect is set by strategic acts. In the Republic of Moldova, such an act is the Government's Strategy "European 
Moldova-2030", which is based on the concept of sustainable development used by the European Union (EU) 
countries. The European Moldova-2030 Strategy prioritizes the development and maintenance of social and natural 
capital through their effective management. It is obvious that monitoring of information on the realization of the 
set goals will require adequate disclosure of it both in the reporting of business and - and institutional structures. 

This fact is an argument in favor of the importance of the transition to the socio-economic model of financial 
reporting of the accounting system of RM. One of the circumstances predetermining the trend of ESG-behavior 
disclosure in reporting is the qualification of Moldova's economy as a developing one. This qualification is 
confirmed by the evaluation of the development level of RM according to the World Bank's World Governance 
Indicators (Golochalova et al., 2023). This circumstance negatively affects the understanding of the imperative to 
disclose this type of information. After all, in countries with relatively unfavorable economic conditions, 
businesses, confronted with political instability, weak regulatory systems, low rule of law and high levels of 
corruption, pay little attention to social initiatives in an effort to maximize their profits. In turn, society is 
insufficiently informed about the causes and extent of social problems. 

Now, in order to strengthen the evidentiary basis of the judgment, let us review the current state of the 
composition of the enterprises operating in RM, taking into account their economic activity. In this context, official 
information prepared by the National Bureau of Statistics (hereinafter, NBS) and presented in Table 2 and Figures 
1, 2 is used. 

 
Table 2. Overview of enterprises in the Republic of Moldova by types of economic activities and in terms of the 

real and financial sectors for 2021 

Types of economic activities 
Number of 
enterprises, 

unit 

Share of 
enterprises, 

в % 

Gross output 
in basic prices, 

thousand lei 

Gross value 
added, 

thousand lei 
Agriculture, forestry and pisciculture,   including:  
foreign participation 

3,638 
36 

8.67 49,656,676 25,118,853 

Mining and quarrying and manufacturing industry, including: 
foreign participation 

3,820 
725  

9.11 69,114,411 23,730,793 

Electricity, gas, steam and air conditioning supply, water supply; 
waste management and remediation activities, support service 
activities, including: foreign participation 

1,881  
 

17 

4.48 21,053,139 9,368,922 

Construction, including:  
foreign participation 

2,774 
376 

6.62 42,403,522 19,730,132 

Wholesale and retail trade; repair of motor vehicles and 
transportation, including: foreign participation 

18,545 
185 

44.23 77,994,500 46,236,524 

Information and communication, including: 
foreign participation 

2,154 
49  

5.15 18,410,710 13,245,010 
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Real estate activities, including: 
 foreign participation 

4,436  
45 

10.58 25,008,830 19,128,082 

Professional, scientific and technical activities, including:  
foreign participation 

3,897  
× 

9.30 6,754,248 4,331,002 

In the real sector of the economy 41,145 98.14 310,396,036 167,129,318 
Financial and insurance activities, including:  
foreign participation 

778 
12 

1.86 10,335,088 6,930,711 

Total,  
including: foreign participation 

41,923  
1,441 

100 320,731,124 167,820,029 

Source: compiled by the authors based on the NSB  
 
According to Table 2, in 2021, almost half (~45%) of all operating enterprises of RM employed in the 

economy belong to the service sector, type of activity wholesale and retail trade and repair of motor vehicles and 
transport. It is known that the contribution of this type of activity to the development of the economy compared to 
the contribution of the industrial segment of the real sector is always insignificant. 

 Using the aggregated data of Table 2 and calculating the Gross Value Added (GVA) for each economic 
activity, we will prepare a diagram (Fig. 1), the purpose of which is to visualize the evidence base of the 
qualification of the economy of RM as a developing economy. 

 

 
Figure 1. The relationship of enterprises' contributions by types of activities to the GVA of the Republic of 

Moldova for 2021 
Source: compiled by the authors based on the NSB  

 
The diagram shows that the greatest contribution to the formation of GVA is made by the enterprises of the 

real sector of RM engaged in agribusiness (6,904 thousand lei/un) and in construction (7,112 thousand lei/un), 
while their share in the aggregate of operating enterprises is insignificant (see Table 2). An asymmetric effect is 
observed with regard to trade enterprises: the lowest contribution value (2,493 thousand lei/un) with the highest 
share in the real sector – 44.23%.  To strengthen the argumentation, we will compare the segmented shares of the 
real sector of the Moldovan economy and the economies of several EU countries, geographically and socially 
related to it. The evidence base is visualized and in this part is represented in Fig. 2, based on three segments of 
the real sector of the economy: services, construction and industry. 

 

 
Figure 2. The share of segments in the real sector of the economy of EU countries and the Republic of Moldova 

for 2021 
Source: compiled by the authors based on the NSB 
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Fig. 2 shows that in 2021, at EU level, on average 74% of all enterprises employed in the economy belonged 
to the services sector. In terms of contribution to economic development, the services sector is the least important 
(65%) in the Czech Republic, traditionally belonging to the industrialized countries of the EU, and the largest 
(84%) in the Republic of Moldova. Obviously, the share of the other two segments in Moldova is negligible (7% 
- construction, 9% - industry).  

The asymmetric approach in structuring the real sector of the economy of RM inevitably leads to a low 
level of its economic development. The above-mentioned serves as a justification of the judgment about the 
qualification of the economy of RM as a developing economy. 

Let us now focus on the requirements of the RM accounting and reporting legal framework with respect to 
the disclosure of ESG-behavior of the business in the financial statements. Thus, according to Law No. 287 of 
15.12.2017 on Accounting and Financial Reporting (hereinafter, Law No. 287), financial statements are prepared 
in accordance with the National Accounting Standards (hereinafter, NAS): 
• by micro entities - abbreviated; 
• by small enterprises - simplified;   
• by medium and large entities – full (article 5). 

Public interest entities (financial and insurance companies) prepare financial statements in accordance with 
IFRS, the concept of which flexibly responds to the requirements of the transition to a socio-economic model of 
financial reporting. 

Quantify the business, reporting that meets the current trend of ESG-behavior disclosure. In this context, it 
is appropriate to emphasize that the Law No.287 provides for the possibility to choose IFRS reporting by all the 
listed entities engaged in the real sector of the Moldovan economy. 

Official data from the NBS informs that in 2021, the number of SMEs is 98.7% of the total number 
reporting.  Actually, this trend has been observed since 2017. 

Meanwhile, preparers of condensed or simplified financial statements often do not have the professional 
competencies and skills to prepare IFRS financial statements. This means that in Moldova, companies with foreign 
capital (1,441 units, see Table 2), as well as financial and insurance companies (778 units, see Table 2), 
demonstrate an understanding of the concept of corporate social responsibility and the essence of the ESG-
indicators triad. Total – 2,220 units. 

At the same time, the Law No. 287 provides for the annual preparation and submission of non-financial 
reports together with financial reports - Management Report of medium, large and public interest entities (Article 
23). 

This report is intended to provide information on the interaction of the business with the social and 
environmental environment in terms of:  
• the non-financial performance indicators that are significant to the entity's operations;  
• the main risks and uncertainties faced by the entity;  
• protection of the environment and professional capabilities of employees. 

However, the share of medium-sized companies submitting the Management Report is insignificant. Total 
- 980 units.  This indicator is calculated as follows: (41,923 – 2,220) ×0,987×0,025, where: 2,220 units - companies 
reporting under IFRS and Management Report (see Table 2); 2.5% - the share of medium-sized companies in the 
SME sector of RM. 

The share of large businesses in RM is only 1.3% and they are usually foreign-owned enterprises. Thus, 
according to the obtained assessments, in the Republic of Moldova, there are very few companies, about 3,200 
(7.7%) out of their total population of 41,293, that produce non-financial reports. 

It should be noted that some companies from the financial sector (Moldova Agroinbank-Maib) and with 
foreign capital (Kaufland Moldova) prepare GRI-reporting on a voluntary basis, focusing on ESG-impact and 
methods of their assessment. Meanwhile, this fact is an exception to the trend adopted in the national reporting 
system to disclose information on ESG-indicators of business. 

The obtained results of the study testify to the fact that the national legislation of the Republic of Moldova 
in the field of accounting and reporting corresponds to the course of state policy to stimulate business as a taxpayer. 
And, consequently, the reporting system does not yet provide for the presentation of information on ESG-
contribution of business to the achievement of sustainable development goals. 

The above is the third circumstance that determines the current trend of RM with regard to the 
understanding by business and society as a whole of the "philosophy" of ESG-behavior. The above justifies 
Hypotheses 1. However, this does not mean that the transition to a socio-economic reporting model is excluded in 
RM. There is a known way to modernize reporting as a convergence of financial and non-financial reports based 
on a critical analysis of their differences and development of an appropriate conceptual platform. 

One of its components is the mechanism for representing the results of ESG-behavior of business in the 
financial statements that meet the objectives of sustainable development. 
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4.2 Conceptualization of the mechanism for representing the results of ESG-behavior of business in 
the financial statements that meet the objectives of sustainable development, and its step-by-step 
characterization 
 

The indicated mechanism required comprehension of the concept of social responsibility and assessment 
of the possibility of adapting its provisions to the methodology of accounting, and is represented by a 3-step 
algorithm. 

In the first stage of the developed mechanism, the authors considered three theories of social responsibility 
of business, forming a common concept:  

1) Freeman's stakeholder theory, in which: qualified as stakeholders those parties whose lives are touched 
by business actions; stakeholder groups are identified and characterized: owners, employees, customers, suppliers, 
government, and society;  defined business responsibility as the desire to provide benefits for all stakeholders; and 
it is indicated that the degree of validity of stakeholder demands to a business determines the nature of its social 
responsibility; 

2) Carroll's pyramidal model of social responsibility, according to which the types of responsibility are 
arranged in descending order of their importance in the process of creating business value: at the bottom - 
economic, next - legal, then - ethical and crowns the pyramid - philanthropic; 

3) the triple line of success - Elkington's TBL theory, according to which economic interests should guide 
businesses not only to maximize profits, but also to improve their own social and environmental conditions by 
using a part of their profits to maintain social and natural capital to achieve sustainable development. 

The result of comprehension of each of the theories of social responsibility and its concept as a whole is 
the definition of social responsibility proposed by the authors.  

It is the result of social ties in which each macroeconomic actor recognizes and fulfills a duty to the 
associated property participants, and is economically oriented to support public demand for values that qualify as 
socially significant (Golochalova et al., 2023).  

Based on this definition, the type of social responsibility is identified by answering the questions: Are 
stakeholders' demands on the business legitimate? What rights do they have with respect to the actions of the 
business? 

Before the owners of property rights business recognizes the obligation to execute them (Golochalova & 
Cojocaru, 2022a), and thus social responsibility, losing the uncertainty, qualifies as legal and economic. 

There is no doubt that society, as a separate group of stakeholders, is generally interested in the results of 
business. However, the public interest is interpreted as ensuring welfare and stability, which provides no legal 
justification for recognizing any rights-requirements of society to a business that may voluntarily assume ethical 
responsibility. Such stakeholders are accorded moral rights that remain at the level of abstraction, although they 
provide opportunities to participate in the decision-making process. 

The authors identify the following attributes of moral rights: represent non-property powers; are the 
consequence of corporate actions; are subjective in nature, manifest in the future and are not reliably measurable 
(Golochalova et al., 2023). The authors see the solution to the problem of recognizing the results of the ESG-
behavior of a business in financial statements in the clear identification of its social responsibility and attributing 
it to a particular type of obligation. Identification of social responsibility of business is a methodological procedure 
to facilitate the transition to the socio-economic model of financial reporting. A summary of the above first stage 
of the methodology for recognizing the results of ESG-behavior of business in financial statements is presented in 
Fig. 3. 
 

 
Figure 3. Scheme of interaction of the three theories of social responsibility and the point of their convergence 

with the concept of financial reporting 
Source: Adapted after Golochalova & Cojocaru (2022b) 
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Its track is to establish the powers and rights of stakeholders over associated business ownership, which 
serve as a point of convergence between the concept of SR-business and the economic theory of financial reporting 
(the justification of hypothesis H2). 

The task of the second stage of the developed mechanism is to get an answer to the following questions: 
Are the financial statements translating information about the results of the ESG-behavior of SR-business? What 
accounting objects should include the results of the ESG-behavior of the business? 

At the same time, the author's approach focuses on the identification of stakeholders' rights with respect to 
ESG-resources used in the creation of associated business property. It is known that the system of property 
relations has two aspects: the legal aspect is aimed at qualifying the rights of stakeholders (either for a share in the 
business or for compensation for transferred resources), and the economic aspect is realized in the assessment, 
increase and distribution of economic good among all participants in property relations. 

Accounting methodology involves the legal codification and evaluation of the economic content of a 
business's property obligations, followed by their recognition as accounting objects - the equity or liabilities of the 
business. This scheme corresponds to the current concept of financial reporting, according to which (Conceptual 
Framework for Financial Reporting, 2018): 
• financial statements are prepared using economic and legal approaches;  
• the range of users of financial statements includes, as a major group, the owners (potential and existing), 

creditors, suppliers and customers, employees, the state in the face of tax authorities, the public; 
• financial statements translates information about the state of the financial reporting elements. 

Provided there is no legal and economic justification (recognition criteria), information about the results of 
ESG-behavior is disclosed additionally in non-financial statements. The track of this stage of the mechanism is to 
establish a scheme for presenting information on the performance of ESG-obligations of the business in its 
reporting. 

The third stage of the mechanism, which essentially fixes the transition to the socio-economic model of 
financial reporting, is designed to answer this question: How does the information translated by reporting on the 
ESG-contribution of business in achieving sustainable development, impact the decision to invest, including 
social? 

The implementation of the concept of social responsibility involves increasing the profitability of the 
business and improving its reputation, and thus an increase in the value of the business as a whole. As you know, 
the value of a business is an investor's perception of its level of success, which is usually related to the market 
price of the stock. High stock prices make the value of a business high, but they cannot increase stakeholder 
confidence going forward. In this case, trust is ensured by maximizing profits as the main goal of the business. 
The financial indicators generated by the accounting system demonstrate increased profitability. 

Thus, the increase in associated capital, indicating an excess of income over expenses, including those 
related to the execution of the ESG-obligations of the business, directly affects the value of the business. 

Reputation is created by a business as a result of its ethical responsibility with respect to the moral rights 
of stakeholders, and is treated as internally generated goodwill (badwill), which cannot be included in intangible 
assets due to non-compliance with the recognition criteria. In this case, the ESG-indicators of the business are 
disclosed in the Sustainability Report, which provides investors with additional, beyond the traditional financial 
statements, information. 

There is no direct relationship between the ESG-indicators of the business, which form the intra-generated 
goodwill (badwill) with the value of the business as a whole. However, as a result of capital market transactions, 
where the market value of shares is established, the value of the business as a whole is determined, goodwill 
(badwill) is calculated, and hence the impact of ESG-behavior is also evaluated.  

So, the track of the third stage of the mechanism is to establish a way to assess the impact of the ESG 
behavior of the business on its value as a whole. The above justifies hypothesis H3. 

 
4.3 Algorithm as a form of presentation of the developed mechanism for recognizing the results of 

ESG-behavior of business in financial reporting in the context of its transition to the socio-economic 
model 
 

The three-step algorithm that embodies the developed methodology for recognizing the results of ESG-
behavior of business in financial statements, the content of which is outlined above, is presented in Fig. 4. 
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Figure 4. Algorithm of recognition of the results of ESG-behavior of business in the context of the transition to 

the socio-economic model of financial reporting 
Source: authors’ development 

 
The application of the modeling method allowed the authors to summarize the results of the study and 

develop an algorithm for recognizing the results of ESG-behavior of the business in the context of the transition 
to the socio-economic model of financial reporting (Fig. 4). The developed algorithm is actually the key result of 
the author's research and consists in the conceptual interpretation of the scheme of recognition of ESG-contribution 
of SR-business as elements of financial reporting in the context of the indicated trend - the imperative of transition 
to the socio-economic model of reporting.  

V.  FINDING AND CONCLUSIONS 

In the context of the current trend - the presentation of non-financial ESG-information in special business 
reporting for decision-making, and primarily investment, the authors believe that the problem of presentation in 
the financial statements of data on the performance of ESG-obligations of business is not solved and needs to be 
studied. 

To assess the prospects for transition to a socio-economic model of financial reporting, the authors 
developed a research methodology that uses the most effective methods for this: a systematic approach, 
comparison, induction and deduction, synthesis and analysis, abstraction and modeling. 

However, the basis of the methodology was the methods of analysis and modeling. The use of the analysis 
method allowed us to characterize the trend adopted by the reporting system of the Republic of Moldova regarding 
the disclosure of information on the business's ESG-contribution to achieving sustainable development goals and 
a quantitative assessment of business-reporting regarding the disclosure of ESG-information. In addition, based 
on it, the concept of corporate social responsibility (CSR) is interpreted, and a point of convergence with economic 
theory - the concept of financial reporting is established. This refers to the rights or authority of stakeholders 
regarding the associated ownership of the business. 

The modeling method contributed to the development of a 3-step algorithm for recognizing the results of 
ESG-behavior business in financial reporting and disclosure of relevant ESG-indicators for investment decisions 
and useful to other stakeholder groups. The methodological part of the study is represented by the developed 
mechanism of recognizing the results of ESG-behavior of the business in financial reporting. The key result of its 
first stage consists in the identification of the criterion for recognizing the results of ESG-behavior of SR-business 
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in the composition of accounting objects. In the absence of methodological justification of their recognition, the 
possibility of transition to the socio-economic model of financial reporting is questioned. 

Application of the modeling method made it possible to visualize the result of the first stage and present it 
in Fig. 3. The second stage of the proposed mechanism conceptually interprets the scheme of presenting 
information about the performance of ESG-obligations of a business in its reporting: financial and non-financial. 
In the third stage - assessment of the impact of ESG-contribution of the business in sustainable development, the 
information about which is translated by reporting, on its value in general, and thus on the decision-making about 
impact investing. Finally, the application of the modeling method allowed the authors to summarize the results of 
the study and develop an algorithm for recognizing the results of ESG-behavior of the business in the context of 
the transition to the socio-economic model of financial reporting. The result of the study is also the justification of 
the hypotheses H1-H3, and the synthesized general and private conclusions. 

According to the results of the study, the authors formulated the following conclusions:  
First, the designated scientific problem is solved on the basis of a systematic approach and embodied in the 

research model. The approach used focused on: 
• interpreting the concept of SR-business in the context of the modern interpretation of associated ownership,  
• establishing a point of convergence between economic theory and the social concept,  
• developing a scheme for recognizing as elements of financial reporting the results of the ESG-behavior of 

SR-business, and identifying the way they affect the value of the business as a whole. 
This part of the study is theoretical in nature. 
As part of the methodological part of the work, the approach focused on assessing the possibility of 

recognizing the performance of ESG-obligations by business as part of the accounting objects: new forms of 
associated capital - social and natural, and liabilities - social and environmental. 

In the applied part of the research, circumstances that determined the trend of disclosing information on 
business ESG-contributions regulated by the legislative and normative framework of the Republic of Moldova 
were identified. These circumstances include the qualification of Moldova's economy as developing and the state 
policy of stimulating business as taxpayers. Among the conclusions of this research section is a recommendation 
for the most optimal approach to transitioning towards a socio-economic reporting model within the accounting 
system of the RM.  

Also as part of the practical part of the study the emphasis is placed on the way of assessing the impact of 
the execution of ESG-obligations of the business, the indicators of which are disclosed in the statements, on the 
value, and hence on the sustainability of the business. 

The information field of the socio-economic model demonstrates the advantages of business and allows 
investors to assess risks when making decisions, including those related to responsible investment. 

Secondly, the hypotheses put forward were confirmed:  
• The prevailing trend of information disclosure concerning business ESG-behavior in the reporting system 

of the Republic of Moldova does not meet the demands of the socio-economic development paradigm; 
• The conceptual platform of the socio-economic model of business financial reporting is based on the 

convergence of accounting methodology and the concept of social responsibility, with the trend for the 
transformation of uncertain social responsibility into the responsibility of SR-business is the power of 
ownership of stakeholders;  

• The execution of the ESG-obligation of business affects its value: directly - when recognizing its results in 
the accounting objects (capital or liability), indirectly - when qualifying its results as internally generated 
goodwill (badwill). 
The developed mechanism for presenting the results of ESG-behavior business can be utilized within the 

national accounting and reporting system of the Republic of Moldova in the context of its transition to a socio-
economic model. This transition is of a reformative nature and is inevitable. 
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