
                                                                          

University of Dundee

DOCTOR OF PHILOSOPHY

A critical perspective on social accounting in banking

the case of social accounting in the Libyan commercial banking sector

Abouzkeh, Abdalnasr

Award date:
2013

Link to publication

General rights
Copyright and moral rights for the publications made accessible in the public portal are retained by the authors and/or other copyright owners
and it is a condition of accessing publications that users recognise and abide by the legal requirements associated with these rights.

            • Users may download and print one copy of any publication from the public portal for the purpose of private study or research.
            • You may not further distribute the material or use it for any profit-making activity or commercial gain
            • You may freely distribute the URL identifying the publication in the public portal
Take down policy
If you believe that this document breaches copyright please contact us providing details, and we will remove access to the work immediately
and investigate your claim.

Download date: 22. May. 2023

https://discovery.dundee.ac.uk/en/studentTheses/a3791ea4-f15b-45bf-9b7a-ac0a3dab6c53


DOCTOR OF PHILOSOPHY

A critical perspective on social accounting
in banking

the case of social accounting in the Libyan commercial banking sector

Abdalnasr Abouzkeh
Rania Kamla

2013

University of Dundee

Conditions for Use and Duplication
Copyright of this work belongs to the author unless otherwise identified in the body of the thesis. It is permitted
to use and duplicate this work only for personal and non-commercial research, study or criticism/review. You
must obtain prior written consent from the author for any other use. Any quotation from this thesis must be
acknowledged using the normal academic conventions. It is not permitted to supply the whole or part of this
thesis to any other person or to post the same on any website or other online location without the prior written
consent of the author. Contact the Discovery team (discovery@dundee.ac.uk) with any queries about the use
or acknowledgement of this work.



i

School of Business
Accounting and Finance

A Critical Perspective on Social Accounting in
Banking: “The Case of Social Accounting in the

Libyan Commercial Banking Sector”

Abdalnasr M.O. Abouzkeh

A Thesis Submitted to the University of Dundee in Fulfilment of the
Requirements for the Degree of Doctor of Philosophy

May 2012



ii

بِْسِم الّلِه الرَّْحَمِن الرَِّحيمِ 
In the name of Allah

the Beneficent the Merciful



iii

To My Parents and My Family





v

Acknowledgments

First, I would like to express my profound gratitude to those who supported my PhD study

here at the University of Dundee, especially my supervisors, Professor Jim Haslam and

Professor Rania Kamla for their useful guidance, comments, suggestions, supervision and

encouragement.

Second, I would like to express my thanks to University and School staff and postgraduate

colleagues for support during my time here at the University, especially their contributions

to the PhD Student seminars.

Third, I would like to express my gratitude to those who willingly agreed to spare some of

their precious time to discuss issues related to this work and who gave me important

insights and encouragement in different places e.g. at a Cardiff Colloquium and during the

empirical study in Libya. I wish to sincerely thank them for their kindness.

And finally, I would like to thank my father and my mother for all their love and

encouragement. My wife and children deserve a special mention for their love, sacrifice,

understanding, patience and support during the course of this thesis.



vi

Abstract

The thesis provides insights into social accounting practices and disclosures of Libyan

Commercial Banks (LCBs) in the light of State social laws, regulations and ideology. The

thesis applies to actual accounting practices, but also to potential accounting practices.

Thus, the logic of the argument of the thesis is extended for purposes of empirical

exploration to the three accounting tendencies. The thesis also aims to explore and bring

insights into the actuality and potentiality of social accounting from the perspective of

critical and postcolonial theory. The historical and legal background of Libya, including

postcolonialism, could contribute to explaining the social practices and disclosures of

banks. Moreover, the thesis seeks to develop a social accounting vision that is consistent

with the theoretical perspective here, and thus the cultural and social environment of Libya

and its particularities. The thesis goes beyond conventional accounting and conventional

social disclosure to the extent that it identifies and promotes forms of ‘radical’ social

accounting. It is difficult to develop social welfare while we continue looking to an

accounting somewhat abstracted from society’s needs.

The empirical investigations of the thesis involved disclosure index as part of content

analysis of LCBs’ annual reports, and interviews with social actors in LCBs. The analysis

was applied to 27 annual reports, while the interview sample comprised 22 interviewees.

The empirical findings of the thesis reveal a low level of social accounting practice and

disclosure. Also, the empirical findings show ambiguity in social accounting disclosure and

practice and indicate the presence of three accounting orientations/tendencies: conventional

accounting, mainstream Western social accounting and radical social accounting. Most of

the disclosures in annual reports were presented in numerical and monetary form. Many

social initiatives were apparently aimed at satisfying shareholders and key stakeholders for

the purposes of achieving conventional financial goals. There is some social disclosure that

may be understood, in terms of the perspective here, to have an emancipatory dimension.

Many reasons explain and describe the status quo explored, e.g. globalisation, Western

imperialism, conflicts and inconsistencies between Libyan laws, regulations and ideology

on the one hand and practice on the other, and the absence of civil society organisations,

democracy, free trade unions and free media.
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Chapter One: Introduction

1.1 Introduction

Some consider that there is a conflict between a bank’s target in achieving a high level of

profit and its responsibility towards a wide range of stakeholders, and society generally, in

achieving social justice, looking after the environment and creating wealth. While some

assume the first and only corporate responsibility is to maximise profit or shareholder

wealth (in general, conventional financial goals), others problematise this position by

reference to the character of the context and/or the narrowness of what is conceived to

matter vis-à-vis social well-being (Friedman, 1970; Gallhofer and Haslam, 2003). The

conflict is reflected for some in a struggle between conventional accounting, considered

substantively a repressive form of accounting (in at least supporting a repressive or

problematic socio-political order) and a form of social accounting that is more

emancipatory or has more emancipatory potential; a battle that appears to be won in a

relative sense by conventional accounting in the context of globalisation, which includes

within its ambit the developing countries. In this regard, social accounting may be seen as

aiming to expand the accounting paradigm to accommodate broader factors consistent with

an emancipatory tendency (see Gallhofer and Haslam, 2003).

This study aims to critically explore social accounting and responsibility of Libyan

commercial banks (LCBs) from a critical and postcolonial view, by considering the socio-

political and economic context of Libya. Regarding the thesis contents and structure, this

chapter is divided into five sections, including the research focus, objectives of the

research, significance and contribution of the research, and justification for the research,

while the last section will present the thesis structure.
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1.2 The Research Focus

The study applies a critical perspective with a postcolonial lens to the analysis of social

accounting, with a particular focus on the case of social accounting in the Libyan

commercial banking sector. Using postcolonial theory as a part of critical theory could

enlighten ways forward for the better, and help in the adoption of a more holistic social

accounting that considers the Libyan context. More generally, the social accounting

movement has been concerned to promote an accounting that goes beyond the

conventional, in reflecting a view of corporate social responsibility. This goes beyond the

abstract and universal focus on conventional shareholder orientated financial goals that

result of the impact of globalisation and postcolonialism. This study is concerned with

developing a social accounting vision consistent with the theoretical perspective here, and

thus the cultural and social environment of Libya. Furthermore, this study is also concerned

with appraising the social accounting practices of LBCs. The commercial banking sector in

Libya plays a crucial role in economic and social development.

The research highlights the influence of Libyan social laws, regulations and ideology.

These reflect the official policy of the Libyan State towards society. These are meant to be

obligations of business organisations, including banks. However, such packages of

legislation, laws and ideology have arguably remained mere slogans, not applied in the real

world, for many reasons, including the lack of necessary control tools to oversee legislation

implementation, such as independent trade unions, civil society organisations and free

media.

Creating social justice and well-being may be better achieved by holding banks and other

organisations responsible towards all interested parties and society. The accounting

profession and education in Libya and other developing countries have been influenced by
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Western colonialism; so Western values are reflected clearly in the accounting system

(Annisette, 2000; Irvine, 2008; Shareia, 2010). These values, for some, hampered efforts to

reduce poverty, and contributed to obliterating cultural identity in developing countries

(Gallhofer and Chew, 2000; Jayasinghe and Thomas, 2009; Joannides et al., 2010).

Addressing issues such as inequalities, social exploitation and poverty, redistribution of

wealth, elimination of corruption, enhancing the low level of living standards, and

developing deteriorating infrastructure, could be seen as a primary responsibility of the

State, especially the socialist State. However, some argue that business organisations,

beyond this, have a major duty to share in overcoming such issues, as well as to adopt

accounting systems that consider the local context (UN, 2006; Belal and Momin, 2009).

Banks, through increasing their funding for agricultural projects, and medium and small

industrial projects, might contribute to overcoming such issues. In order to make banks

consider social issues, it may be argued that the State has to play a crucial role in

encouraging and supporting banks in the social responsibility field. This has provoked

debate among many researchers, academics and institutions on the issues involved,

considering the responsibility of governments, civil society and businesses organisations

(Gray, 1992; Gray et al., 1996; Gray, 2000; Justice, 2002; Gallhofer and Haslam, 2003;

Adams, 2004; Crowther and Martinez, 2004; Ball and Seal, 2005; Finn, 2009). From a

critical perspective, one way forward considered here is that the status quo of the

accounting system has to be changed towards a more emancipatory social accounting.

Here, social accounting practice may be seen as a way of remedying the low level of

transparency and accountability and promoting social responsibility. Moreover, the

research considers it important to engage the government and other interested parties in this

effort. The research uses theory, methodology and empirical work to draw out findings, and
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interprets the results using a critical and postcolonial lens, suggesting ways forward for the

Libyan context and beyond (Burrell and Morgan, 1979; Chua, 1986a; Laughlin, 1995).

1.3 Objectives of the Research

This study aims to critically explore the current status of social accounting and

responsibility, in terms of disclosure and practices, in LCBs from a critical postcolonial

lens, giving consideration to the socio-political and economic context of Libya. Disclosure

is explored through studying annual reports published by LCBs in the periods 2005, 2006,

2007 and 2008. A concern is also to give voice to social actors in LCBs, allowing them to

express their perspective on the reality and potential of social practices and disclosure in

LCBs. The study here adopts mixed methods, including literature review, contextual

analysis (both considered as methods, if only in the sense that they may be considered a

strategy in a research project that potentially helps in the development of a thesis or

argument), disclosure index as a part of content analysis of annual reports by LCBs and

interviews with social actors in LCBs, to answer the following questions:

1. What is the quality of social accounting in LCBs in the context studied from a
critical perspective?

2. To what extent has Libyan social accounting been influenced by globalisation and
Western perspectives on accounting?

3. How has the socio-political and economic context in Libya, including the Libyan
State’s socialist ideology, influenced social accounting and responsibility in Libya?

4. What are the positive potentialities for social accounting in Libya, and how could
they be realised?

Through a critical postcolonial lens, the research objective goes beyond the mere

exploration of social accounting and responsibility in LCBs to a critique of the status quo,

in light of the dominance of the Western accounting model. The critique, coupled with the

intention to change for the better world, reflects the possibility of a more emancipatory, or
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better in terms of the theoretical perspective, accounting. Thus, the research aims to better

understand the nature of social accounting practice, and how it should be in the Libyan

commercial banking sector, in order to facilitate a better and more effective contribution to

social justice and welfare. Using critical and postcolonial theory, the research aims to

orientate social accounting towards emancipatory/radical social accounting that

serves/considers the local context/values. Instead, social accounting imported from a

Western context might reflect a ‘counter-radical’ form of accounting, which is used for the

purposes of serving banks’ interests in the first instance and more generally hegemonic

interests. In this regard, this research also argues that understanding/exploring the Libyan

socio-cultural, legal, economic and political context could facilitate emancipatory

transformation. Accordingly, following critical theory, the aim of the research is: (1)

exploring social accounting disclosure and practices (understanding the status quo); (2)

using a critical postcolonial lens to investigate the reason behind the accounting practice

and disclosure; and then, (3) suggesting ways forward towards a better world considering

the Libyan context.

1.4 Significance and Contribution of the Research

1.4.1 Significance of the Research

The importance of this study lies in the importance of the banking sector at the time the

study was carried out, and potentially in the future. Unlike other sectors, banks have their

specificities, as they must follow intricate regulations and also meet stakeholders’

expectations. Thus, ‘banks cannot do whatever they might want to do’ (Lundgren and

Catasu, 2000, p.188). In Libya, the banking sector witnessed significant growth as

indicated by most financial indicators (CBL, 2009). In Libya, in 2008, the banking sector

represented 50% of the total companies listed on the Libyan Stock Market. The banking

sector is generally understood to have a vital role in economic development; for instance,
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by supporting other business organisations and people in advancing loans (Elkington, 2004;

Moyo and Rohan, 2006). Thus, banks appear among the most influential sector in society.

Due to that, they deal substantively with a wide range of groups in the community. Banks

contribute to the State’s economic and social initiatives. Further, the banking sector is

among the sectors most affected or influenced by Western hegemony, as most major LCBs

were founded in the Western colonial period, or in the capitalist period immediately after

independence (CBL, 2006). Moreover, LCBs rely on training programmes, technology and

accounting systems reflecting the colonial and postcolonial legacy (Al-Shukri, 2007). In

the same context, globalisation added another dimension to banking responsibility, where

banks became more complex than formerly. Banks have been forced to follow the

pathways of some Western international institutions; their goals thus departing from the

needs and wants of the local context (Ahmad and Gao, 2004; Shareia, 2010).

This study derives some of its importance and significance from being, as far as the author

is aware, the only study thus far conducted to discuss social accounting in the Libyan

banking sector. Another important aspect of this study is that it contributes to a better

understanding of the status of social accounting and responsibility practices of LCBs.

Moreover, the study’s significance might be in stimulating a better debate on accounting

for banks that considers society’s needs and wants whether these banks are owned by the

private or public sectors. Such accounting may help regulate bank behaviours towards

more social justice and wealth creation, where adopting social accounting and

responsibility will lead banks to consider the social and environmental interests of society,

besides their financial and economic interests.

The global financial crisis contributed to questioning banks’ social role, and the role of

social accounting as a tool to remedy the peril. The root of global financial crisis has often
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been linked substantially to the significance of a mortgage crisis, declining real estate

prices and an inability to pay dues, which arose from poor real estate loans in the United

States (Argandona, 2009). However, these reasons may just be the tip of the iceberg. Other

reasons have been highlighted, such as bankers’ greed and the multiplication of fraudulent

operations as well as the creation of perverse incentives and imprudent behaviours, and the

poor management of financial institutions and related to that a lack of accountability and

transparency as well as an absence of government oversight - laissez-faire and laissez-

passer (Argandona, 2009). The reasons behind the global financial crisis may here be

summarised in terms of the theoretical framing - too much dominance of the repressive

tendency, not enough countering of that by instruments such as a more emancipatory

accounting. So, the question, should be answered, to what extent would such a crisis have

been averted, if financial institutions had acted more responsibly and ethically, and adopted

a more emancipatory social accounting and more enhanced social responsibility. Such a

crisis thus indicates how much we need social accounting practice to promote corporate

social responsibility. It indicates that we have to strengthen corporate responsibility partly

by using social accounting practice to counter the dominance of conventional accounting

and the self-interest of managers that drive their behaviour in running banks.

The research study was planned and substantively completed empirically, prior to the

recent and on-going crisis in Libya. Looking to the future, it is not easy to predict the

detailed character of the Libyan context beyond the last crisis. Nevertheless, it appears to

this author that there will be significant continuities between the Libyan context pre-crisis,

and that emerging post-crisis. By this, the author understands the continuity of the context

of globalisation, and of a concern within Libya to develop with respect to that context. This

suggests, in turn, that issues of CSR and social accounting, as seen here, will assume at

least the same level of significance as before. With or without this crisis, changing the
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status quo to the better world has the same importance, but also the current crisis suggests

significant political change that may contribute to the emergence of civil society

organisations and more democracy.

1.4.2 Contribution of the Research

Social accounting and responsibility for LCBs were relatively unexplored before this study.

The research exploration of the actual attitudes/perceptions of various groups in Libya

towards social accounting and responsibility practices, and to what extent they are satisfied

vis-à-vis social accounting and responsibility, constitutes a new contribution. The study

contributes in offering insights on social accounting and responsibility from the perspective

of critical and postcolonial theory, bringing insights from the cultural aspects of Libyan

society, and illuminating how social accounting should be designed for LCBs.

Contribution beyond the Libyan context: The importance of Libya within its regional

and global framework adds to the value of the study. Its contribution goes beyond the

specific country context. Geographically, Libyan is very important, as it overlooks the

Mediterranean Sea and is close to Europe. Thus, Libya, in general, represents a vital

security and economic interest of Europe. Stability and security in Libya influences the

European countries, where tens of thousands cross the Mediterranean from Libya: a transit

point for Africans, in general, trying to reach Europe illegally. An agreement between

Libya and Italy contributed to reducing the number of immigrants significantly (DW,

2009). The recent events/crisis demonstrate/s the importance of Libyan security for Europe.

Economically, in the banking sector, Libya has become a magnet for European investors.

Libya launched a package of reforms allowing privatisation and the involvement of foreign

investors in the banking sector, as well as other reforms lifting barriers to competition

(Alwaddan, 2005). Libya announced its aim to grant two or three licences to foreign banks
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to operate in Libya (Globaltrader, 2009). Many European banks applied for these licenses,

based on the financial statements, which showed that the Libyan banking sector’s ‘per

share returns on investment are considered larger than their international equivalents’,

where the returns before tax in BCD were 55% (BCD, 2005, p.13). So far, there are no

studies on social accounting of LCBs. Thus, this study provides empirical evidence of

social accounting for banks and contributes to the understanding of the status quo of social

accounting and how it should be in the Libyan context.

In other economic sectors in Libya, like oil and gas, European companies strive to get

contracts for oil and gas exploitation. Libya has oil reserves estimated at 44 billion barrels

of crude. And it has 53 trillion cubic feet of gas. Also, only 25% of the country is covered

by exploration agreements, thus Libya represents an attractive investment (OBG, 2008).

Europe imports more than 85% of Libyan oil exports, as Libyan oil covers 22% of Italian,

16% of French and 13% of Spanish oil consumption (Al-Awadi, 2011).

Another contribution of the thesis beyond the country context is the lack of social

accounting studies in AMENA. Studies held in developing countries have long suffered

from neglect in the field of social accounting, especially in the Arab Middle East. For

example, before this study, there were no social accounting studies of Libyan banks.

Considering the Libyan context could give an opportunity to highlight the Libyan local

community’s voice and make the local requirements visible. That voice has largely been

neglected in Western literature as a result of the lack of studies. Listening to non-Western

voices could institute a language of dialogue and co-operation between different

civilizations and thus contribute to creating a kind of hybrid system that may be more

accepted and appropriate globally - instead of the sole dominance of the Western
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imperialist voice that has a strong lobby and constrains local intellectual development and

thus has westernised the socio-economic environment in less-developed countries.

The study illuminates tension between the ideological thought of a socialist country, and

the global dominance of Western capitalistic thought. Furthermore, the contribution of the

study is to draw attention to the impact of education and Western thought on the banks and

their accounting systems. Accounting is still dominated by Western thought as a result of

postcolonial impact and globalisation. Despite the effort undertaken by the State to reject

and exclude the Western ideas of capitalism and raise the banner of socialism, the effect of

postcolonialism and globalisation is still dominant.

Theoretical contribution: Accounting should be understood in the historical and

geographical context, and the impact of the external environment on the local context

should be considered (Miller and Napier, 1993; Carnegie and Napier, 2002). Therefore,

using postcolonial theory could be seen as a significant contribution to the accounting

literature, especially in Libya. Most previous accounting studies in the Arab world did not

pay enough attention to postcolonial theory. Libya, like other Arab countries, suffered from

Western colonialism for decades, before gaining independence. Moreover, Libya suffered

from the presence of several colonisers over a short period. Yet, unlike most Arab

countries, Libya after independence adopted (initially) the capitalist system. The

educational and professional accounting system was established in the colonial and

capitalist reign (Buzied, 1998). Therefore, accounting in Libya was affected to a very large

extent by the colonial period. One needs to consider the lack of development in accounting

in Libya consistent with the local context, and the influence on Libyan accountancy of

international accounting development (Ahmad and Gao, 2004; Shareia, 2010). In Libyan

accounting education, the structure and content of accounting courses and the background
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of accounting academics ‘are mainly American and British orientated’ (Baker and Russell,

2003, p.201). Also, in Libyan accounting and auditing professions, preference and

expertise of accounting companies is UK and US orientated. Moreover, the weakness and

ineffectiveness of the Libyan Accountants and Auditors Association (LAAA) led Libyan

accounting professionals to adopt the Western style (Baker and Russell, 2003). All this

indicates the importance of using postcolonial theory to explain the actual situation of

accounting practice and disclosure, and try to change the world for the better.

This study seeks to make an original contribution to knowledge by providing information

regarding social accounting practice and disclosure in LCBs that could narrow the gap in

the literature about the subject in the Libyan context and beyond. Wherein, the lack of

social accounting studies in developing countries emphasises the contribution of this study

beyond the country context. The review of literature in this study could be seen as a

significant contribution as well, since the review has revealed gaps in knowledge.

Moreover, the contribution of the study is highlighted as being particularly timely, where

the economy and business sector in general, and banking sector in particular, are in a

period of reform and transition.

The other contribution of this study is its attempt, through a critical and postcolonial lens,

to fill the gap in knowledge regarding how to design social accounting and reporting,

taking surrounding conditions into account. This takes into consideration changes taking

place in the LCBs' ownership structure, as well as economic, social and political factors,

and gives due consideration to the impact of globalisation, with respect to education, and

guidelines from international and global institutions, among other factors. The findings of

the study could also be seen as a significant contribution, as they highlight ambiguity and

inequality aspects; inequality as a result of dominance of globally the capitalist system,
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inconsistency between Libyan laws, regulation and ideology, and the absence of NGOs,

free trade unions and other liberties in Libya. Because of differing tendencies in disclosure

there is also ambiguity in the sense of mixed consequences from disclosure e.g.

conventional accounting, mainstream social accounting and the radical form of social

accounting. Have differing impacts (in each case there is a different balance of mixed

forces) (see table 3.1).

Therefore, this research should enrich the accounting literature by filling the gap in

knowledge regarding postcolonial theory and social accounting in developing countries in

general, and the Arab countries in particular.

1.5 Motivations and Justification for the Research

The flow of correct and timely information produced by the accounting system is a critical

part of the success of any enterprise, including banks. Limiting the information to the

financial, without the social, orientates the activity of banks to serve only the financial

purposes of banks reflecting the conventional accounting inherited from the colonial

regimes or re-enforced under postcolonialism. On the contrary, the availability of social

information is a very important matter in order to engage banks with considering the needs

and wants of society. This is why social accounting may be seen as an important tool to

supersede conventional accounting (while still having regard for the financial), promoting

well-being, social development and growth.

Social accounting may be seen as a tool paving the way for social justice and social wealth

(Ball and Seal, 2005; Ebner and Baumgartner, 2006). Moreover, social accounting and

responsibility may be seen as a tool to address transparency and fulfil accountability, which

reflects all bank activity, and make banks’ social achievements or otherwise visible to all,

widely circulated and discussed, and a tool to enhance democratic dialogue between all
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parties (see Gallhofer and Haslam, 1993; 1995; 2002; Fiedler and Lehman, 1995). Making

social problems visible could be seen as part of the enabling or emancipatory potential of

accounting, while bringing nearer the resolution of such problems. Thus, enabling and

emancipatory accounting/social accounting for social betterment could be operationalised

through making entities’ activity visible in adopting a high level of accountability and

transparency, as well as considering society’s needs. Further, relevant parties require

information to identify the banks’ performance, and if substantive dimensions of the

information they value may be obtained from the financial reports, these reports would be

improved by providing information reflecting banks’ social initiatives towards the

environment in which they operate (EIROnline, 2002; UN, 2003; Adams, 2004; Ball and

Seal, 2005).

There are strong indicators of the lack of social policy in the case of Libyan banks. E.g., the

financial statements indicate banks’ failure in financing key Libyan economic sectors, the

agricultural and industrial, which contribute to social development. In 2008, the banks’

credit facilities were distributed as follows: industry funding 2%, agriculture funding 1%

and trade and special purposes funding 90% (Gheith, 2009). Such distribution indicates that

the majority of banks’ credit facilities went to non-productive assets, as the figures show.

Despite that the State adopted a socialist ideology that assumes banks have to consider

society and the public interest; the banks appear to have paid little attention to projects that

contribute to social well-being. Moreover, the Libyan public sector including the LCBs had

been witnessing a dramatic change reflected in a process of ‘reforming’ the commercial

banks. The State was starting to sell the public sector and engage private and foreign

parties. The Libyan government had been trying to move towards a diversified economy

under the policy of increasing the State’s income. The context provides a rationale for this

study. And looking into the near future, this may hold change from a central economy to a
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more free market economy and relative openness. In Libya, the society for decades

depended on the State and its guidance for banks to take into account society’s needs, in

which respect banks might act under private and foreign ownership. Thus, in light of the

dominance of ‘repressive’ accounting, and the erosion of the State’s role in banks and other

economic activities, accounting has to be liberated and orientated towards

‘emancipatory/radical’ accounting reflecting social needs.

1.6 The Thesis Construction

In order to achieve the thesis aims, the study has been divided into seven chapters, covering

theoretical framework, literature review and empirical investigations.

Chapter Two: this is the theoretical framework chapter. The chapter focuses on a review

of critical theory, methodology and methods. Chapter two aims to highlight theoretical and

methodological steps that are adopted in the research. Also, the chapter reviews

postcolonial theory and its importance for accounting research.

Chapter Three: this chapter constitutes a literature review of social accounting and

responsibility in developing countries. In the first part of the chapter, the researcher gains

insights into some of the concepts relevant to social accounting and responsibility, such as:

corporate social responsibility (CSRR), corporate sustainability (CSR), accountability and

triple bottom line reporting (3BL). The second part focuses on previous studies undertaken

on the Arab Middle East and developing countries generally. Countries in the Arab Middle

East have some similarities on the face of it influencing social accounting and

responsibility practices. Moreover, the literature review chapter includes a focus upon

social accounting and responsibility studies of the banking sector as conducted in

developing countries. In the discussion and conclusion part of chapter three, the researcher

suggested a model/vision of social accounting that could fit the Libyan context.
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Chapter Four: this chapter provides a more substantive overview of the Libyan context

for the purpose of the study. It is based on the assumption that social accounting is a

contextual construct. Therefore, the chapter discusses a historical view of the social,

economic and political context. In addition, chapter four analyses the impact of contextual

factors upon social accounting and responsibility with regard to the LCBs. The chapter

discusses dimensions that determine the contextual framework, which include: Libyan

geography, population, religion, socio-cultural aspects and language as well as Libyan

education, political regime, the nature of civil society and the LCBs’ background.

Chapter Five: This chapter represents the first empirical investigation beyond the

contextual analysis, i.e. applying a disclosure index as a part of content analysis to the

analysis of LCBs’ annual reports. Using the content analysis method, chapter five explores

social disclosure by most LCBs with the intention of evaluating the disclosure and

developing a critique of it from a critical postcolonial lens. The chapter evaluates social

information that Libyan banks disclose as well as social information they withhold from

disclosure, the presence and absence of social accounting information in the annual reports

analysed. The chapter is divided into two parts, the first focuses on how and why a

disclosure index is used in the social accounting literature, while the second focuses on the

analysis and discussion of LCBs’ annual reports with respect to relevant categories.

Chapter Six: The next empirical investigation chapter analyses interviews with social

actors. The first section reviews the importance of interviews in qualitative research in

general and social accounting research in particular. Also the first section focuses on why

and how the interviews have been conducted. The second section represents analysis and

discussion of the social actors’ views/attitudes and knowledge regarding the topic under

discussion. Shaped by many factors including interviewees’ answers, the literature and the

theoretical framework, the section is divided into five themes: stakeholders’
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attitudes/perceptions towards social accounting and the role of banks in society; social

accounting and social responsibility practice in LCBs; understanding LCBs’ disclosure and

non-disclosure; the impact of government’s role and ownership structure upon banks’

social responsibility; required changes to develop banks’ social responsibility.

Chapter Seven: the chapter offers a conclusion and a discussion of ways forward.

Findings of all preceding chapters are summarised and analysed. The conclusion and

analysis used a critical and postcolonial view to bring forth a vision and prescription for

bettering social accounting practices in LCBs. Moreover, the chapter includes discussion of

the study’s limitations. By the end of the chapter, some recommendations are produced

giving consideration to the Libyan socio-cultural, economic and political context.
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Chapter Two: Theoretical Framework

2.1 Introduction

In this chapter, the researcher aims to review the theoretical framework and methodology

as well as the methods used to conduct the research. For that purpose, this chapter is

divided into two parts. The first deals with the theoretical framework employed in the

research, with the focus being on critical theory and the postcolonial perspective. The

second discusses the methodology adopted in this research, as well as the methods used to

collect the data. The research methodology is based on a critical approach to accounting

through a postcolonial lens. To explore the relevant dimensions, several research methods

are employed, including literature review, contextual analysis (both considered as methods

in the simple sense that such a review help to guide a research project and the development

of an argument or thesis), content analysis and interviews. These are introduced and

justified. As Libya is a postcolonial country, its accounting should be studied by

considering the impact of postcolonial and imperial powers on accounting and its social

role. Thus, using postcolonial theory as a part of critical theory could enlighten the ways

forward for a better world, and help in adopting a more emancipatory social accounting

that considers the Libyan context and shifts accounting practice from repressive to

emancipatory tendency.

2.2 Theoretical Perspective

2.2.1 Looking for Theory

Theory is, at its simplest, a conception of the relationship between things. It
refers to a mental state or framework and, as a result, determines, inter alia, how
we look at things, how we perceive things, what things we see as being joined to
other things and what we see as ‘good’ and…‘bad’ (Gray et al., 2009, p.6).

Theory is defined by the Cambridge Dictionary (2009) as ‘a formal statement of the rules

on which a subject of study is based or of ideas, which are suggested to explain a fact or

event or, more generally, an opinion or explanation’. Generally, everyone understands and
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analyses the world around him/her in accordance with a level of perception, culture and

beliefs. This understanding will frame a person’s paradigm and help to build a theoretical

vision of events. Even if someone thinks that he/she is working without theory, he/she is

actually working with some kind of theory that may be ‘either little examined or little

supported’ (Gray et al., 2009, p.38). Thus, ‘we are continually working with “theories” of

one kind or another’ (Nowlan, 2001, p.1). Further, one may argue that judgments and

beliefs are often not fixed. Instead, they change, over time/dependent on circumstance and

attitudes, and thus the theory may also be changed, and the level and type of criticising. For

Krauss (2005, p.760): ‘the researcher is a unique individual and…all research is essentially

biased by each researcher’s individual perceptions’.

The question might arise here, why should the researcher reflect on the adoption and

adaptation of theory? This is because there are different approaches. If someone were to

assume they could develop a descriptive theory by simply ‘observing’, this would overlook

perceptual biases and issues of interpreting meaning (Gray et al., 2009). Consequently, it

may be inferred that searching for an appropriate theory represents a key part of the

research process. And: ‘the lens of theory enables us to evaluate practice and policy against

criteria that we deem appropriate’ (Gray et al., 2009 p.3). Moreover, there is a strong and

mutual relationship between theory and research, where theory determines the kind of data

that should be collected and outlines prior argumentation. Especially in researching the

social, researchers also use description and interpretation, and thus require a specific

approach and theory (Fawcett and Downs, 1986; Bulmer, 1986).

2.2.2 Theories in the Social Accounting Field

In recent years, social accounting has gained the attention of many academics and

researchers. Different understandings of social accounting have emerged in the literature,
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reflecting and constructing different positions, perspectives or theories on social accounting

and reporting. Brown and Fraser (2006, p.104) divided social accounting theories into three

groups: ‘the business case, stakeholder-accountability and critical theory approaches’. Also

other scholars named them respectively as the managerialist approach, the middle-of-the-

road approach and critical theory (Tinker et al., 1991; Gray et al., 1996; Gray and Collison,

2002; Deegan, 2002)1. It is appropriate to look briefly at these approaches/theories adopted

in social accounting research before turning in more detail to critical theory. This is to

justify why critical theory is more appropriate to this research.

2.2.2.1 The Business Case or Managerialist Approach

The business case or managerialist approach pays little attention to the conflict of interest

between business and society (Brown and Fraser, 2006). Accordingly, social accounting is

seen as a tool to increase wealth for shareholders and enhance reputation, transparency, risk

awareness and financial value (WBCSD, 2003, p.15). Social accounting and reporting are

also perceived to have positive implications for improving the company’s image. Gray and

Bebbington (2000) believe that this method is inconsistent with social accounting’s basic

rationale. They perceive even, with respect to a social desideratum of sustainability, the

business approach to accounting is contrary to sustainability. Thus, such an approach

reflects a kind of hegemonic Western imperialist social accounting that mainly focuses on

business organisations’ needs, and is closely tied to the economic base.

2.2.2.2 The Middle-of-the-Road Stakeholder Approach

Tinker et al. (1991) termed this approach as ‘middle-of-the-road’, located between the

business case and critical theory approach. In short, this approach is understood as

1There are other divisions of theory, including: meta-theory, meso-theory and micro-theory. For Gray et al.
(2009, p.10): ‘Meta-theory concerns ‘grand’ theory that tries to offer a broad explanation of the major sweeps
of influence that structure and are structured by our societies, economies and cultures. Meso-theory works at
a higher level of resolution and deals with a more recognisable level of theory wherein we might talk about
elements in society, organisations and groupings. Finally, there is micro-theory that is focused and specific’.
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indicating that entities’ responsibilities go beyond their narrowly conceived economic

activities to address the impact of such activities on society and the environment (Tinker et

al., 1991; Gray and Collison, 2002; Deegan, 2002). Accordingly, this approach builds on

the notion that organisations have an inherent duty to stakeholders beyond mere economic

achievement to a more holistic economic, social and environmental duty. The level of

transparency and accountability is deemed to depend on the presence or absence of

stakeholders’ engagement in entity processes and reporting (Brown and Fraser, 2006). The

approach is understood as at least risking a compromise from a critical perspective that

falls into the position whereby the status quo is more supported than challenged, even if -

another dimension of theoretical complexity - stakeholder thinking or orientation may be

integral to at least more pragmatic varieties of social accounting from a critical perspective

(Gallhofer and Haslam, 2003). Thus, middle-of-the-road or ‘mildly progressive’ is

considered by some critics as a counter-radical form of social accounting while others see

approaches aiming at gradual social progress as consistent with a more pragmatic variety of

critical perspective.

2.2.2.3 Critical Theory Approach

While advocates of a critical theory approach may variously see stakeholder engagement

and transparency in positive terms, they see the relationship between the organisations and

the community in a way that is contextual and reflective of the imperfect and conflictual

character of the context. Organisations are part of society and for critical theory should act

in the interest of that society. The contextual appreciation shapes the position here. From a

critical perspective, Fay (1975 p.94) argues that:

“Critical theory is rooted in felt needs and sufferings of a group of people, and
therefore it is absolutely necessary that a critical theorist come to understand these
actors from their own point of view, at least as a first step”.



21

For this study, the researcher adopts critical theory as an approach for the purpose of

collecting and analysing data and theoretically developing research findings. Therefore, the

following will focus on the definition and nature of critical theory and its usage in

accounting research. Also, it will argue why this approach is appropriate for social

accounting research, this being for several reasons that will be elucidated.

2.2.3 Critical Theory Introduction: How is it understood in the Literature?

The end of the eighteenth century in Europe, which represented an era of Enlightenment,

may be considered as providing substantive roots for critical theory. In that period,

societies were starting to rethink religion and traditions as a basis for social life, to be

replaced by science and reason as a priority (Nowlan, 2001). Critical theory as a special

social philosophy type grew in the cradle of the Frankfurt School, constituted by members

of the Institute of Social Research from 1923 (Laughlin, 1987; Seiler, 2009).

Critical theory, according to Macey (2000, p.74), represents:

‘theories which take a critical view of society and the human sciences or which seek to
explain the emergence of their objects of knowledge’.

For Nowlan (2001, p.1):

‘the intellectual articulation of the conviction that modern capitalist society cannot -
at least not without significant reformation or substantial transformation - realise the
Enlightenment ideal of an enlightened - that is, a rational, just, and humane - society’.

For Chua (2004, p.259):

‘A critical theory, then, is a reflective theory which gives agents a kind of knowledge
inherently productive of enlightenment and emancipation’.

And for Laughlin (1987, p.482):

‘Critical theory is a vehicle through which understanding about reality can be achieved
and transformation of concrete institutions occur’.

It is not easy to give a straightforward definition of critical theory. This is because: ‘(a)

there are many critical theories, not just one; (b) the critical tradition is always changing
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and evolving; and (c) critical theory attempts to avoid too much specificity, as there is

room for disagreement among critical theories’ (Kincheloe and McLaren, 2005, p.303).

Besides, although there has been progress, many variants of critical theory have not been

given very significant attention among accounting academics (Laughlin, 1987).

For this author, among the most important characteristics of critical theory is that it does

not merely provide a descriptive historical and explanatory perspective, but also provides

for methodological tools of change for the better. Critical theory does not claim to

guarantee change to society and its institutions; instead, through critique and challenging

the status quo, critical theory aims to further the possibility of progressive change and

development. Thus, it could help to change the status quo for the better world that reflects

more fully emancipatory accounting. For Laughlin (1987, p.483-84), in accounting

research, there are three characteristics of critical theory, which include:

‘critical theory proposes dynamically linking theory to practice…critical theory sees
critique, change and development as vitally necessary components of the practically
based research endeavour…critical theory views social organisations in an historical
and societal context’.

Practically, questions to consider here are how should critique be operationalised, and what

should be the focus of critique? The bases of a critical theoretical perspective are

constituted in three dimensions: understanding critically (as problematic) the current

situation, envisioning a better world and seeking ways forward. A critical theorist does not

claim full ownership of the ultimate truth - everything is subject to criticism. Actually,

what distinguishes the theory is not its ability to bring change, but to promote change,

where it is flexible and not static, since it is changing according to social circumstances,

outlook, and the nature of the problem (Kincheloe and McLaren, 2005). For Held (1980,

p.183), ‘critical theory aims to assess the breach between ideas and reality...words and
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deeds’. In terms of the relation between theory and practice, critical theory not only

delineates the better but seeks to bring it about in the real world.

Critical theory should be understood to be more far-reaching than what some suppose. It

should not focus only on negatives, problems and unclear areas that represent possible

errors. For Held (1980, p.24), there has been a negative side of critical theory, where

‘critical theorists frequently criticised the works of others’. At the same time, Dahms

(2008, p.28) suggests ‘critical theory is not merely critical…'. Accordingly, critical theory

must not focus only on the negatives and failures, but also examine the whole situation

with its advantages and disadvantages, in order to achieve emancipation to what is the

better and the best, and look for and focus upon positive potentialities. Therefore, to

effectively use critical theory, it is suitable to follow the steps: ‘1. diagnosis and critique of

the world as it exists; 2. envisioning viable alternatives; and, 3. a theory of transformation’

(SSCC, 2009, p.7).

The accounting of many organisations is substantively conventional and considered

substantively technical, and is considered a counter radical form of accounting. The

question has been raised as to how to use critical theory in accounting. According to

Laughlin (1987 p.481), critical theory could be used ‘as research methodology and

practical intervention for accounting systems design’. This is consistent with a critique of

the accounting status quo due to its neglect of social responsibility. For Laughlin (1987

p.482), the ‘primary concern of all critical theorists was, and still is, with a historically

grounded social theory of the way societies and the institutions which make them up, have

emerged and can be understood’. Hence, to promote/create a new reality, we must

understand the current reality. Accordingly, critical theory may be described as a tool to

understand and interpret both social and technical accounting aspects to reach a new
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situation (see Laughlin, 1987, Gallhofer and Haslam, 2003, 2008). The criticism

recommended that the accounting system should be replaced/reformed by adopting a more

holistic accounting/social accounting, and shifting accounting practice from a repressive to

emancipatory tendency (Gallhofer and Haslam, 2003).

2.2.4 Critical Theory and Accounting Research

For Gallhofer and Haslam (2003, p.6):

‘Accounting has been theorised critically, interpretively and contextually as a social
practice that is problematically constituted and has problematic consequences’

That approach can be seen as a comprehensive view of accounting. However, for many,

accounting appears in the form of numbers, double-entry and budgets, so it seems at face

value like something that is just technical (Davis et al., 1982; Jones, 1990). For Laughlin

and Lowe (1990, p.17), accounting is delineated as:

‘A formal system with structural and behavioural characteristics whose terms are
expressed in fundamentally financial form, whose meaning is derived from the
organisation of which it is an integral part’

Views of accounting going beyond this have emerged in critical thought, especially with

regard to social accounting. These views echo and re-position older notions of accounting

as rendering an account that is not necessarily in financial terms. Especially from the late

sixties and early seventies (but with a much longer genealogy), the social accounting

construct has considered a triple bottom line, of economic, social and environmental issues,

which has especially indicated a non-financial accounting as well as an accounting that

goes beyond a narrow economic focus, as in the private sector, restricted or blinkered to a

concern about shareholder financial wealth (Gallhofer and Haslam, 2003).

Accounting is involved in an entity but also is part of the society in which the entity

operates. Accordingly, accounting should properly extend its role within society (its

emancipatory potential). This role includes the interests of the company, but is not limited
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thereto. Jones (1990, p.277) wonders to what extent accountants and companies are ready

to consider and apply such potential change, and regardless of reactions and convictions

what the change may entail. Critics have not been happy with accounting’s conventional

role, confined within narrow requirements of the entity and boundaries (Tinker, 1985).

Notwithstanding, accounting focusing on social and financial issues may not be able to

solve the social problems resulting from the company’s activities. One should not expect

accounting to solve those problems by itself (Boyce, 2000). The role of accounting in

helping to solve social problems is due to its being a source of information/disclosure.

Enabling and emancipatory accounting/social accounting for betterment could be translated

through making entities’ activity visible, by adopting a high level of accountability and

transparency (Gallhofer and Haslam, 2003; 2007; 2008). Also, social accounting may,

under the principle of a reasonable degree of transparency, stakeholders’ awareness and

clear entities’ policies, meet the needs and wants of a wider section of society, rather than

just shareholders (Ball and Seal, 2005).

This discussion about the current accounting context stemmed from the view that the status

quo of accounting is problematic in terms of accounting’s social role. An implication is that

current accounting design should be developed to consider the social context. This includes

considering the impact of globalisation. An economic entity existing in society affects, and

is affected by that society. If companies are granted the freedom to gain and reap profits

from society’s resources, society may also expect corporations to act responsibly and pay

attention to all society—to all social impacts - by reviewing and improving administrative

policies for society (Cooper and Sherer, 1984). Thus, the main concern here in using

critical theory is the emancipatory intent, which is the intent to change for the better by
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enabling the potential of accounting; so accounting emancipation attempts to distance

accounting practice and disclosure from being repressive.

Even if something needs to change it may not have to be changed totally or

directly/immediately and some things may need to change more than others (see Laughlin,

1995, p.84). Moreover, one cannot make absolute judgments about situations of which one

is ignorant, so the situation should be investigated empirically, with the assumption that

there is nothing totally right or wrong. The change of the status quo to a better state

represents a major concern for Spence (2006, p.19), who expressed the view that ‘concern

arises from the suspicion that the researcher’s view of an ‘ideal’ world may be as flawed as

that of the status quo’; although this is clearly a pessimistic view if it suggests inaction.

Thinking regarding the current situation leads to activation of debate about the best change.

For Garrett (1980, p.25), social accounting promotes the activity ‘to look beyond the profit

line and evaluate, in a comprehensive way, the social costs and benefits of doing business’.

For Gallhofer and Haslam (2003, p.106):

‘social accounting has been mobilised as an accounting challenging conventional
accounting and, on the face of it, as an accounting reflecting a concern to go beyond
narrow instrumentalism’.

Gallhofer and Haslam’s (2008) ‘model’ (elaborated as a pedagogic device) elaborates key

dimensions of critical theory vis-à-vis accounting: understanding accounting in context;

envisioning better accounting in context; and seeking ways forward.

2.2.4.1 Gallhofer and Haslam’s Critical Systems Model (CSM)

Figure 2.1 represents Gallhofer and Haslam’s critical systems model, which is intended as

a pedagogic device to introduce the nature of a critical theoretical perspective, but which

may serve as a framework for elaboration here. The left hand side of the model represents

the current status quo of accounting, which is understood to be problematic. The right hand
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side represents a fully or more emancipator/better context from the researcher’s/focal

actor’s perspective. The change to the better envisaged is through the strategy envisioned

for transformation, ‘T’.

Fig 2.1 Critical Systems Model, adapted from Gallhofer and Haslam (2008, p.13)

[T= Envisioned strategy of transformation reflecting tension between actual and potential]

The model reflects key aspects of a critical social analysis, built on several assumptions.

The assumptions consider accounting as a social phenomenon embedded in a specific

social context of which it is part; thus there is a mutual influence between accounting and

its context. The context has geographical, cultural, social and historical aspects, which play

a significant role in shaping accounting. A critical theoretical social analysis has a strong

reflective dimension, and the researcher strives to be aware of her/his situated-ness, which

suggests caution and pragmatism, but not resignation. Thus, the interpretive view prevails

in clarifying relationships. Current accounting is considered problematic, and the critical

researcher seeks to transform things for the better. In many of the model’s usages a kind of
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feedback
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broadly understood social accounting acts ‘to facilitate social responsibility and active

citizenship’ (Gallhofer and Haslam, 2008, p.13). Thus, accounting is conceived of vis-à-vis

a strategy to change, as well as in the better context (Gallhofer and Haslam, 2003, 2008)

A key dimension of the model, as operationalised, is the idea relating to the key role of

accounting in contributing to resolving social issues, by making social problems visible and

widely questioned. Therefore, it is important to provide the relevant information, whether

as part of the main corporate annual reports or in separate reports. Such information

includes but is not limited to financial information. At a later stage, a company may be not

the sole source for such information, but the information might represent company and

non-company sources. Before proceeding to conclude this discussion about critical theory

and accounting research, it is appropriate to highlight the justification for using critical

theory in social accounting research.

2.2.5 The Justification for Using Critical Theory in the Social Accounting Field

The key justification for using critical theory in the accounting field is to facilitate

liberation/emancipation beyond the status quo (Gallhofer and Haslam, 2003; 2008). Many

academics embrace the notion of developing accounting for the community. This idea

builds on changing conventional accounting towards a new accounting (Laughlin, 1987;

Tinker et al., 1991; Boyce, 2000; Gray, 2002; Gallhofer and Haslam, 2003; 2008;

O’Dwyer, 2005; Brown, 2009). Such a new accounting reflects stakeholders’ dialogue.

Some attribute accounting’s limited or restricted role to the absence of mandatory standards

and legal requirements to govern accounting’s potential (Bebbington and Gray, 1993; Ed

Mayo, 2001; Pearce, 2002; Lodhia, 2003). At the same time, there is the critical view that

entities’ attitudes and actions towards society should not be in accordance with legal or

legalistic requirements alone but also with principles of social and ethical responsibility,



29

which are consistent with the economic, political, cultural and social environment

surrounding the entity. The latter environment may be forceful if civil society is properly

functioning (Gallhofer and Haslam, 2003; Kurihama, 2005; Blowfield and Murray, 2008).

In Libya, there is no mandatory requirement for social disclosures beyond the economic

and financial activators that may be seen to serve conventional objectives of the

organisations and enhance conventional accounting implementation.

2.2.5.1 Critical Perspective on Accountability to Stakeholders

The approach emphasising accountability to stakeholders has been criticised for tending to

support the status quo rather than challenge it (Tinker et al., 1991; Gallhofer and Haslam,

2003). Critical theory sees the issue, in part, as beyond business organisations themselves,

where the issue lies in the current socio-economic and political system, which needs

gradual but radical change. Nevertheless, some critical writers see stakeholders'

engagement, dialogue, transparency and accountability to be acceptable from a more

pragmatic critical theory, if only part of the way forward. For example, enhancing

accountability and stakeholders' engagement could make the entity disclose more social

information, beyond conventional accounting (and that might be enough to bring about

some progress). At the same time, there is a risk of such accounting coming to be relatively

captured by problematic forces. However, even mainstream social accounting, typically

understood to have counter-radical effects, is known, potentially at least, to be progressive

in terms of its effects (Gallhofer and Haslam, 2003). However, applying the pragmatic

concept, we may see positive potentialities in mainstream social accounting. In addition,

mainstream social accounting might be considered as suitable in a period of transition; so

critically, we can deal with it, while focusing on gradual change. The main argument here

is that major revolutionary change in the socio-political order might bring about serious
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negative consequences, and so gradual and pragmatic change is preferred (Gallhofer and

Haslam, 2003).

2.2.5.2 Stakeholders' Engagement and Dialogue: A Critical Perspective

For Reed (2002 p.170): "stakeholders, who can be defined in terms of the need of

management to take them into consideration when trying to achieve their goals."

Stakeholders’ engagement and dialogue are considered as key for social disclosure.

Consistent with the above, some critical writers see a positive dimension to it. There is also

a more negative side, (e.g. distorted communication, unequal relationships, lack of

openness and displacement of key issues). Further, there is insufficient evidence in “social

and environmental reports that such engagement and dialogue are actually taking place”

(Unerman, 2007 p.86). Unerman (2007 p.90), also argued that.

“social and environmental reporting can only be regarded as sustainability reporting if it is
structured in such a manner as to help in holding the organization (or its managers) truly
responsible and accountable for all of their social and environmental impacts on all
stakeholders – not just for those impacts or activities prioritized by the organization’s
managers” (see: Bebbington and Gray, 2001)

Mainstream social accounting may also be used by managers to secure legitimacy and

support from stakeholders to achieve the main goal of the organisation in profit

maximisation (Unerman, 2007). “Increased profit may be regarded as the prime motive

underlying CSR and social and environmental reporting within ‘win-win’ perspective"

(Unerman, 2007, p.90). It appears that under the current economic system, the main

concern of a business organisation is achieving as high a profit as possible, even under the

pretext of social values, whatever the other consequences or implications. Notwithstanding,

considering stakeholders' dialogue and engagement is used by organisations for the purpose

of increasing shareholders’ value; for example, considering shareholders and some key

stakeholders, while ignoring others (e.g. future generations and the environment).

Furthermore, an organisation might use the range of mutually exclusive demands between
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stakeholders to set its own agenda (Adams, 2002). It is insufficient to rely on organisations’

policy or strategy for social responsibility. Habermas offers democratic dialogue as a road

map based on the principles which allow all stakeholders to speak, question, act and

express attitude and desires, without any restrictions or preferences for the group over

another (Habermas, 1992). In this regard, Bronner (1998 p.3) argues that “realizing

accountability is possible only through democratic institutions". For Bronner (1998 p.1),

"Accountability is the lynchpin for any institutional notion of

empowerment...Accountability is not merely a metaphysical or discursive concept, but the

practical fulcrum for making judgments concerning the democratic character of existing

institutions." However, even if we assume that organisations hold a democratic dialogue,

some might be able to present more arguments and expression than others; indeed, some

cannot participate in democratic dialogue, for example, future generations/ the environment

(Unerman, 2007). However, future generations/the environment can potentially be

represented by unions and civil society organisations. For Bronner (1998 p.1), unions

“have increasingly become preoccupied with the narrow economic concerns of their
constituencies while labor parties have entered the mainstream and ignored issues dealing
with identity or the quality of life under advanced capitalism."

Related to the above discussion of negative dimensions, Frink and Klimoski (2004 p.11)

deemed that accountability is not something totally positive, but may take on a dark side,

where it “produces organizationally desired outcomes." This may take the form of

providing 'good news' and showing the positive aspects, while reducing the negatives, to

polish the image of organisation. Therefore, the organisation's report here could be seen as

a tool of disinformation. “We must face up to the fact that all accountings are

simultaneously non-accountings, that making things visible makes other things invisible”

(Power and Laughlin, 1996, p. 461). So, the real dialogue and engagement could come

from the elite in society, seeking to achieve their own interest; thus, social
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accounting/accounting then takes on a repressive tendency. For Reed (2002 p.170), “One

of the defining characteristics of a critical theory approach to stakeholder theory is that it

views modern capitalist business, dominated as it is by transnational corporations."

Unerman and Bennett (2004) argue that any movements must include democracy, and

dialogue, and should move social and environmental responsibility from profit orientation

towards holistic social accounting. In this regard, we cannot trust the entity itself to

organise stakeholders’ dialogue and engagement, as the entity is most of the time working

towards an economic goal. From a critical perspective, the difference between the aspects

of the stakeholder approach "is explained by the fact that they make different types of

claims and involve different forms of reasoning for their justification" (Reed, 2002 p.170).

This is why Donaldson and Preston (1991 p.87) argue that the stakeholder approach "is

managerial and recommends the attitudes, structures, and practices that, taken together,

constitute a stakeholder management philosophy." The lack of democracy and public

freedoms in many developing countries, makes stakeholders’ dialogue ineffective due to

the entity/managers' wishes to choose who are included or/and excluded. For Reed (2002),

the differences between developed and developing economies2 make the criteria of

participation and dialogue different.

2.2.5.3 Institutional Legitimacy from A Critical Perspective:

The term, legitimacy, was used in most accounting disclosure studies; however, few of

them define it. According to Suchman (1995, p.574),

“Legitimacy is a generalized perception or assumption that the actions of an entity are
desirable, proper, or appropriate within some socially constructed system of norms, values,
beliefs, and definitions…Accounting practices from such a perspective are represented as
tools for documenting institutional compliance or as means for seeking external
legitimation” (Rahaman et al., 2004 p.36).

2 Reed (2002 p.181) classified them under four basic categories, "geographic reasons [and] precolonial [e.g].,
feudal economic relations, traditional property laws, and cultural…the impact of colonialism...national
governments in postcolonial states have often undertaken policies that have limited the role of markets rather
than encouraged their emergence... Finally, international economic institutions [e.g]., International Monetary
Fund, International Bank for Reconstruction and Development, World Trade Organziation”
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Institutional legitimacy concerns how organisational structures have obtained acceptance

from society (Tilling, 2004; Hui and Bowrey, 2008). Legitimacy does not involve a

specific tangible physical form, but depends on a collective assessment from those, who are

around the organisation (Hybels, 1995). Thus, who can give legitimacy, and in what sense

can an organisation claim it has institutional legitimation, are key issues. Discharging

accountability could be seen as attempting to obtain institutional legitimation. Arguments

related to accountability and stakeholders' dialogue (discussed above) make legitimacy

questionable; thus engaging an organisation in a crisis of legitimacy. A legitimation crisis

occurs when the more powerful group imposes legitimacy to create a 'pseudo-legitimacy of

the system’ (Dobrohoczki, 2007 p.24), as a result of governance by 'the forces of the

market, not the forces of democracy' (p.5). Thus, the legitimation crisis led to ‘Institutional

Isomorphism’3. Isomorphism emerged from the legitimacy crisis and political influence,

and also, in this regard, the elite’s wishes and own interest could raise isomorphism. The

term, ‘institutionalise’, refers to how the environmental factors influence an organisation to

be responsible and accountable (Amran and Devi, 2007).

Using critical theory in this study meets the researcher concern about social accounting as

well. Social accounting was inspired from the Western context, yet Western social

accounting is described mainly as counter radical social accounting that failed as an

emancipatory tool in society, as it considered the entity’s needs and stuck with a narrow

economic focus (Gallhofer and Haslam, 2003; Spence, 2009). Accounting must be

examined within its social, political, economic, geographical and historical context; aspects

which play a significant role in shaping accounting (Miller and Napier, 1993; Carnegie and

Napier, 2002; Gallhofer and Haslam, 2008). In Libya, key historical roots of today’s

3 According to DiMaggio and Powell (1983:149), isomorphism is a “constraining process that forces one unit
in a population to resemble other units that face the same set of environmental conditions”.
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conventional accounting grew in the womb of the colonial era. Thus, accounting education,

the accounting profession and the accounting system could be seen as substantively shaped

by colonialism and reflect the values of Western imperialism and the repressive tendency.

Such values have remained very influential in the Libyan context (see chapter four). This

narrative suggests the potential usefulness of considering postcolonial theory as a way of

developing the critical approach and explaining the status quo of accounting disclosure and

practice, and indicating how it may be improved using the postcolonial lens.

2.2.6 Postcolonial Theory

Nations in developing countries are striving and seeking to assert their local, traditional

values, but the colonial experience and its aftermath, has imposed other values on the local

context of the Third World. These new values promote colonial ideology, and continue

even after independence.

For Steger and Carver (2009, p.4-5), postcolonialism may be seen as:

“a discursive or theoretical standpoint that opposes Eurocentrism in all its forms,
not just when deployed by a geographically demarcated West upon a non-West....A
postcolonial perspective is an invaluable ally in the struggle against the hegemony
of the idea of the market as the sole and best arbiter of decisions about the
allocation of resources, the means to alleviate poverty, and the collective well-
being of the planet as a whole.”

Postcolonialism is a relatively new term, being recently coined. In the seventeenth century,

the word ‘colony’ emerged in the French language, and referred to the control and

administration of a foreign power in the lands of others (Erickson, 1998). According to

Sugirtharajah (2004, p.247), three major events have contributed to the arrival of

postcolonial discourse: the collapse of the Soviet socialist experiment, the rise of global

capitalism and market economies, and the ‘loss of political momentum among the Third

World countries that had covenanted to create a non-aligned movement’. For Echtner and

Prasad (2003, p.668), a colonial discourse adopted by the coloniser, for the purposes of
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expansion and consolidation of colonial power, was among the reasons for the continuation

of the impact of colonialism on the Third World countries. That discourse still dominates

the colonised countries by soft power, a mind-based colonialism rather than a physical or

legalistic form (Gandhi, 1998).

Postcolonial refers to ‘beyond’, as well as ‘after’ colonialism. Regarding the latter,

postcolonial theory explains colonialism’s legacies for colonised countries, especially in

the Third World. Postcolonial theory covers most aspects of life that might be influenced

by the colonial experience, such as ‘migration, slavery, suppression, resistance,

representation, difference, race, gender, place, and responses to the influential master

discourses of imperial Europe such as history, philosophy and linguistics, and the

fundamental experiences of speaking and writing’ in addition to political and economic

issues (Ashcroft et al., 2003, p.2; Gandhi, 1998). Influences on the Third World are

understood to promote Western values to some extent at the expense of the local cultural

identity of the colonised, neglecting local contexts. Also, focusing on practice in Western

contexts contributed to the neglect of the local context for many countries.4 Erickson

(1998, p.5) understands postcolonialism:

“to elide cultural and national particularity between non-Western nations under the
umbrella category postcolonial”.

At the same time, he notes the tendency ‘to view ethnic and cultural groups as discrete

entities characterised by a theoretical polarity existing between the so-termed West and the

non-Western, the colonial and the postcolonial’ (Erickson, 1998, p.5).

4 Graham (2009) reviewed prior literature in the Accounting, Auditing & Accountability Journal (AAAJ).
Graham (2009) conducted research on AAAJ’s role in creating the proper social environment for accounting
research. The research findings included an indication that accounting researchers mainly used Western
academic practices in the construction and production of academic knowledge.
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The end of the colonial era, with the survival of the coloniser’s impact, could be seen

according to Mir et al. (2008) as neo-colonialism or a continuation of Western domination,

without the traditional tools of occupation or the expanding of territorial boundaries, which

is replaced by various political, economic and intellectual forms of control. For the Third

World nations, independence did not necessarily mean the end of colonial impact, but that

they were subject ‘to overt or subtle forms’ of colonialism, or neo-colonialism (Mir et al.,

2008, p.221). Among these relics of colonialism is the classification of countries between

Third and First world, which is rejected according to the postcolonial paradigm.

Sugirtharajah (2004) deemed that the Third World passed through three stages, which are

precolonial, colonial and postcolonial. Postcolonialism refers as noted to an era of time, but

criticism and analysis are not limited to that period, because the impact of colonialism may

extend for long periods so the criticism considers those periods. One should seek to dilute

any prior assumptions, as the coloniser is not necessarily greedy and evil, and the colonised

is not necessarily innocent and generous. Thus postcolonialism is concerned to explore the

complex interaction between ‘the invader and the invaded’ (Sugirtharajah, 2004, p.250).

Postcolonial theory assumes that understanding the status quo must come through

understanding the historical experience of colonialism, through capitalist development,

occupation and intellectual domination (Sugirtharajah, 2004).

Postcolonial theory is not the only theory that linked colonialism with Western hegemony.

Before the emergence of postcolonial theory, Marxist anti-imperialist thinkers presumed

colonialism linked to expansion of the market economy and the spread of ideas from the

Western world. For Gandhi (1998, p.24), postcolonial analysis ‘rarely acknowledges a

genealogical debt to its Marxist predecessor’. If the emergence of postcolonial theory may

reflect failings or the narrowness of Marxist theory in criticism of colonial history, Marxist

thought has been subsequently nearly ignored by many focusing on postcolonialism.
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For many, globalisation is a continuation of colonialism, and hence, may be seen as another

face of colonialism or a complement of colonialism. For Bakre (2004, p.25), the world of

‘the developed capitalists’ has changed the paradigm from colonialism to globalisation,

which is ‘essentially another name to describe the current characteristics of postcolonial

modern economic imperialism’. The coloniser’s adopted discourse still dominates the past

colonised countries through projection of soft power, which is very evident in the context

of globalisation. For example, globalisation’s impact has generated an accounting practice

and disclosure consistent with Western values, i.e. to some extent, the values of former

colonisers. Manassian (2007) indicated that international accounting contributed to linking

globalisation with the local national economy. These values were reinforced in developing

countries using tools, such as education, and culture. Therefore, social accounting may

have the objective of replacing conventional accounting, but only with a new accounting

that considers 3BL instead of 1BL. Modern liberalism and globalisation are, in effect,

movements attempting to impose political and economic concepts beyond the local

interests of colonised nations. Thus, local power becomes secondary to foreign powers, as a

result of the spread of colonial thought, and the relative dominance of liberalism and

globalisation, including institutions such as the IMF and WB (Held and McGrew, 2002).

2.2.6.1 Literature of Postcolonial Theory in Developing Countries/The Arab World

Postcolonial theory is scarcely exploited in analyses of the Arab world, especially in

accounting research, in spite of fact that the Arab States experienced long periods of

Western occupation (see: Kamla, 2007; Gallhofer et al., 2011). McLeod (2007) reported

some reasons behind the lack of postcolonial studies in the Arab world, which include that

most postcolonial studies have been written in the UK and USA. Moreover, the presence of

some difficult terminology and ‘sometimes quite baffling vocabularies’, make researchers

who are not well versed in the language avoid going into the theory (McLeod, 2007, p.13).
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However, there are certainly other reasons, which include that some researchers prefer to

use other theories available in the literature of accounting. Furthermore, postcolonial theory

is relatively new, compared to other theories in accounting.

In hostility and clear antagonism to the Western colonial legacy, the Libyan State

ostensibly sought to abolish dimensions of the Western heritage. Over the past three

decades, the State enacted laws prohibiting use of foreign languages in official transactions,

trade and even street names. The State prohibits use of foreign names or logos, which

reflect the ‘relationship of reciprocal antagonism and desire between coloniser and

colonised’ (Gandhi, 1998, p.4). However, these and other steps scarcely alleviated Western

dominance in the Libyan context. The State scarcely appears to have sought to find

alternatives to what the colonists had left.

Shareia (2010) tracked the historical development of the accounting profession in Libya

and the challenges it faced, by reviewing accounting literature and archival research. The

findings of the research reflect that under conditions of instability in government

institutions, and the unique cultural and social structure in the Libyan context, the

accounting profession faces many challenges in helping the country achieve its

development goals. The research referred to the colonial experience Libya underwent and

its impact on the economy before the country adopted its socialist system. The research

clearly indicates that educational and professional accounting in Libya does not properly

reflect the local context and its demands, and is strongly influenced by Western values.

This gives insights into the reality that getting independence and the end of land occupation

does not mean the end of colonial impact. For Gandhi (1998, p.16), the impact of colonial

power is more than marketing Western values and culture on other colonised nations, as

‘the “West’ attempts systematically to cancel or negate the cultural difference and value of
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the ‘non-West’”. Postcolonialism indicates ‘colonial plunder’ and Western domination in

all areas based on Western sophistication coupled with under-development of the East,

which reflects the ‘rise of the West in terms of its individualism’ (Steger and Carver, 2009,

p.31). The coloniser has carried the assumption of racial superiority and superior scientific

and cultural heritage. Thus, they have often in effect sought to impose their values in all

areas and branches of culture and displace the values of others. Often, the Western values

remain in the colonised countries, where there may be a vacuum and no clear alternative.

E.g., in Libya, accounting education and accounting standards are basically Western, as

there are no local standards to replace the international standards. The accounting curricula

are not developed to take into account the local context, and indeed blur the culture.

The impact of postcolonialism and globalisation on accounting education and the

profession renders the accounting role in the local context questionable. Annisette (2000)

indicated that the professional accountancy bodies that emerged from colonialism’s womb

usually work to serve the colonial interests. In Libya, e.g., business organisations depended

on foreign accounting bodies from Italy and the UK, as the local bodies emerged after

independence in 1952 (Ahmad and Gao, 2004). Moreover, Saleh (2001) indicated that the

accounting system brought and used by British and American Oil corporations in Libya

since the early sixties, represents the main influence on local accounting practices. In Syria,

as well, Gallhofer et al. (2011) point out the impact of international accounting standards

and international firms’ competition on the local context. By using face-to-face interviews,

Gallhofer et al.’s study critically explores Syrian accountants’ perceptions. The study also

critically evaluated globalisation’s impact on Syria’s accountancy profession, implicating

the impact of Western values in Syria.
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Irvine (2008, p.125) investigated the interaction between the International Accounting

Standards and International Financial Reporting Standards (IFRS) of the IASB, and the

local accepted accounting principles in the United Arab Emirates (UAE). The impact is

understood to show the external pressure on the UAE and other emerging economies to

apply international standards. It reflects the impact of globalisation on the

‘institutionalisation of a new regulatory regime’. For Irvine, such pressure did not enable

the State to develop its own standards consistent with the local context. In Africa, hundreds

of universities were established after independence. Despite the increase in the number of

universities and the spread of education, for Mama (2004), the repercussions of

globalisation and postcolonialism have constrained African intellectual development by

blurring the local identity and replacing it by Western values. Some studies have argued the

same vis-à-vis accounting education in Africa (Woolman, 2001; Mama, 2004; Teferra and

Altbach, 2004; Brock, 2011).

Woolman (2001) criticises colonial education and its impact on national development, as

the African educational system has been built to maintain the colonial interest. Hence, it is

necessary to rebuild education to comply with indigenous traditions. The colonial

educational system has undermined traditional societies in Africa by importing the values

of Western imperialism, as well as ‘isolating students from their local communities’

(Woolman, 2001, p.29). Thus, the author recommended changing and diversifying the

curriculum to be relevant for a variety of social contexts reflecting each African country.

Moreover, Teferra and Altbach (2004) indicated that African higher education is a colonial

creature. It adopts a Western style of academic organisation, and often reflects colonial

values. Consequently, African higher learning provisions ‘have all but disappeared or were

destroyed by colonialism’ (Teferra and Altbach, 2004, p.23). For Brock (2011), the

colonial model represented a major challenge for African higher education. Conformity to
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the curriculum of the Western, often ill-related to the local context has followed with the

impact of postcolonialism and globalisation.

Bush and Maltby (2004) discussed the role of accounting and taxation in colonial/imperial

contexts. The study focused on the impact of the colonial experience, considering

accounting and taxation in the context of British colonial administration in Africa. The

study discussed accounting’s role as a social and institutional practice in the anti-colonial

movement by considering the local social context. The research argues that one cannot

separate cultural imperialism and economic power and impositions on Africa through racist

discourse—through the myth of Western racial superiority. Despite that taxation is so

important for government, and was imposed in Africa long before the colonial experience,

the new taxation and royalties system that came with colonialism was changed being more

based on profitability. For the authors, the new taxation system cemented poverty and

dependency in Africa, so “Taxation ultimately did not instil a ‘self-disciplinary culture’

into African subjects” (Bush and Maltby, 2004, p.32).

Rahaman (2010) reviewed the critical accounting literature on Africa. The study noted that

the use of Western technology in accounting and auditing have influenced African culture

in a direction away from local values. In another study, Rahaman et al. (2007) explored the

function of accounting within the impact of external factors and global movement. The

study conducted interviews with 27 key participants and analysed several archival

documents to examine accounting practices. The study was in light of the colonial legacy,

and inferred that the country studied depended on Western administrative structures, which

affected policy-making and democratic consultation. Thus, the output of those structures is

inconsistent with the requirements of the local context (Rahaman et al., 2007).
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Azolukwam and Perkins (2009) examined a sample of human resource management

practitioners. Their research explores the consequences of transferring Western human

resource management to developing countries. The case study was Nigeria. The research

findings reflect that both local and Western contexts affect human resource management in

Nigeria. The research represents a critical analysis of the global organisations vis-à-vis

local knowledge. Also, the research reported the impact of higher education reform that is

seen as constraining African intellectual development in the postcolonial context.

Manassian (2007) focused on postcolonial studies conducted in academic accounting

journals during 1987-1996, to investigate the impact of international accounting upon

business practices around the world. The researcher indicated that international accounting

contributed to linking globalisation with the local national economy.

In Bangladesh, Mir and Rahaman’s (2005) paper discussed the circumstances leading led

to the adoption of international accounting standards in the Bangladeshi government,

gathering material through interviews of different stakeholders in Bangladesh. The findings

show that, under pressure from international donors, the government and accounting bodies

adopted international accounting standards. The study reflects the impact of Western

dominance that leads to changing the local values and replacing them with Western values,

which may not be compatible with local requirements.

Independence does not mean that the colonised countries, have disposed of the effects of

the coloniser, whether in their cultural, economic, military or industrial spheres.

Postcolonial theory is a movement in social and literary criticism, which responds to the

effects of European imperialism on the colonised. In Libya, there is a concern about the

impact of Western hegemony on accounting practices and disclosure, and the promotion of

an accounting system to consider the interests of a narrow group of stakeholders. The
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research argues here the case for theorising social accounting so as to meet the interests of

the Libyan context.

2.2.7 Theorising Social Accounting in the Libyan Banking Sector

Like all other corporate citizens, banks have a responsibility to contribute to
achieving socially and environmentally sustainable and just societies. As
citizens, companies and governments rely on the financial services of
commercial and investment banks, these financial institutions play a key role in
every segment of human activity (Willem et al., 2007, p.14)

To be more realistic, whatever the method used to describe social accounting, it is

necessary to consider social accounting within its context. There is no magic formula or

recipe for change or to tell you what you should do, without substantive understanding of

practices in context. Social accounting and responsibility, as understood here, involves

giving due and sincere attention to a wide range of stakeholders, including employees,

customers and the government, with respect to social wealth and justice. We can try to

theorise what is meant by social well-being in Libya. We can then try to bring about

change, so that accounting/governance better contributes to social well-being. The

mobilisation of a variant of accounting may well be integral to a strategy for change (see

Gallhofer and Haslam, 2003). More specifically, regarding the Libyan commercial banking

sector, one should gain appreciation of social accounting trends and what social accounting

of LCBs may deliver. The study is not looking for change just for the sake of change, but

change contributing to the enhancement of conditions of workers and communities and the

enhancement of social wealth and beyond mere financial performance.

2.3 Critical Theory and Research Methodology and Methods

The research adopts critical theory to develop a critique of the status quo of accounting and

indicate ways forward. Here, the focus is on the methodology and methods adopted in this

research. To help in this articulation, the researcher reflects critically upon Burrell and
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Morgan (1979). The discussion begins with a reflection on the meaning of research

paradigm in this context.

2.3.1 Research Paradigm

Patton (1990, p.37) deems a paradigm in the context of research ‘a world view, a general

perspective, a way of breaking down the complexity of the world’. Lincoln and Guba

(1985, p.15) see a paradigm as a ‘system of ideas’ and a ‘systematic set of beliefs’. They

consider a paradigm to reflect what a researcher believes about truth and the world to be

substantiated and developed in research through evidence. Filstead, (1979, p.34), as quoted

by Deshpande (1983, p.102), suggests a paradigm:

‘goes about developing an explanatory scheme (i.e., models and theories)
which can place these issues and problems in a framework which will allow
practitioners to try to solve them…establishes the criteria for the appropriate
“tools” (i.e., methodologies, instruments, and types and forms of data
collection) to use in solving these disciplinary puzzles’.

Thus, a paradigm is how one may accept and understand the world/phenomenon in accord

with what he/she believes. That understanding should interrelate with theory and

methodology. Burrell and Morgan (1979) provided two principal dimensions of research

paradigms. In each dimension, there are two paradigms. Thus, there are four research

paradigms, as in the following schema (Figure 2.2). The subjective-objective continuum is

interpreted in terms of philosophical assumptions brought to research, concerning ontology,

epistemology and human nature. Subjectivist and objectivist tendencies are associated with

particular methodological preferences for more ideographic and more nomothetic methods

respectively, this reflecting the relative evaluation of methods (it does not absolutely rule

out, e.g., usage of quantitative methods by an interpretive researcher).
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Sociology of Radical Change

Radical Humanist Radical Structuralist

Subjective Objective

Interpretive Functionalist

Sociology of Regulation

Figure 2.2 Sociological Research Paradigms (Burrell and Morgan, 1979)

A clear influence upon method is the topic, focus or question to be researched (see Krauss,

2005), but this is also substantively shaped by the research paradigm. The research

paradigm influences interpretation (Bryman and Bell, 2003). It embraces a basic dimension

of theory, e.g. in terms of whether the concern is to substantively challenge the status quo

or in terms of how loosely or tightly defined is the argument to be developed. Thus, the

research paradigm is important in conducting research, drawing out findings and

interpreting results (Gray et al., 2009). That importance can be recognised ‘via a

comparison between accounting research that is conducted on the “same” problem but from

two different perspectives’ (Chua, 1986a, p.601). Whatever the paradigm, a researcher is

influenced by philosophical assumptions concerning ontology, epistemology and human

nature. These philosophical assumptions help shape the researcher’s perspective/approach

(Burrell and Morgan, 1979).
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2.3.2 The Philosophical Assumptions

2.3.2.1 Ontology

Ontology refers to a philosophy of reality, of being or of existence (Burrell and Morgan,

1979; Chua, 1986a; Healy and Perry, 2000; Senik, 2009).

2.3.2.2 Epistemology

Epistemology is the philosophy of knowledge. It asks what we mean when we state we

know something. Epistemology indicates how to obtain knowledge about a topic under

discussion: ‘Epistemological assumptions decide what is to count as acceptable truth by

specifying the criteria and process of assessing truth claims’ (Chua, 1986a, p.604).5

2.3.2.3 Human Nature

Human nature assumptions concern linkages and interdependence between human

behaviour and the surrounding environment. Is human behaviour determined by the

environment or according to human will and nature (Burrell and Morgan, 1979)? The

human nature construct here refers to whether the topic under discussion is subject to

interpretation, or whether there are rules and axioms that make individual interference

limited. Hence, human activities reflect free will/voluntarism or they are caused by

something as in a deterministic account (Burrell and Morgan, 1979; Chua, 1986a).

2.3.3 Research Methodology and the Critical Approach

Critical theory can be seen as a methodological perspective for understanding and change

(Spence, 2006). Understanding and change in the accounting field is described by Baker

and Bettner (1997, p.305): ‘Accounting’s essence can be best captured through an

understanding of its impact on individuals, organisations and societies. Hence, it is

important for accounting research to adopt a critical perspective’. When research is done in

5 For some, truth to be understood should be considered in its context. For Krauss (2005, pp.759-60), ‘the best
way to understand what is going on is to become immersed in it and to move into the culture or organisation
being studied and experience what it is like to be a part of it’.
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accord with critical theory, the social, environmental and political context has to be

considered. The social, environmental and political movement represents and reflects

human relations and action (Gioia and Pitre, 1990; Trauth and Howcroft, 2006).

2.3.3.1 The Critical Approach as Interpretive

Chua (1986b), Laughlin (1995), Baker and Bettner (1997) and Senik (2009) elaborated

upon functionalist, interpretative and critical perspectives or paradigms for accounting

research.6 Further, the interpretive and critical approaches share some common

characteristics e.g. vis-à-vis the role of human behaviour in contributing to shaping social

reality. Both paradigms are strongly interpretive. The basic differentiation is in terms of a

critical orientation (it should be emphasised that Burrell and Morgan is only a classification

scheme based on two dimensions that are continua). In this context, the approach here is a

critical perspective that is an interpretive approach to understanding events. Human

behaviour has contributed to creating the status quo, and it can also contribute to changing

things for the better (Baker and Bettner, 1997). Gioia and Pitre (1990, p.588) indicated

similarities between radical humanism and interpretivism:

‘Theory building in radical humanism is similar to that of interpretivism, but there is
the important distinction of having a more critical or evaluative stance. The goal of
theory is to free organisation members from sources of domination, alienation,
exploitation, and repression by critiquing the existing social structure with the intent
of changing it’.

Laughlin (1995) describes a critical approach as making a high level choice for social

change from the status quo to the better world. Critical research therefore goes beyond

merely interpreting the real world to attempting to change it. For Baker and Bettner (1997,

6 Positivism/functionalism, for Healy and Perry (2000) and Guba and Lincoln (1994), is inappropriate for
analysis of social phenomena. Data in the positivist perspective ‘and its analysis are value-free and data do
not change because they are being observed. That is, researchers view the world through a one-way mirror’
(Healy and Perry, 2000, p.119). These are extreme characterisations. Most research has a positivistic
dimension. Nevertheless the emphasis in this study is critical and interpretive.
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p.293), an interpretive approach tries to adopt ‘a neutral stance’ in this respect (if this is

clearly not the same as an anti-subjectivist stance).

2.3.3.2 Relationship between Theory and Methodology

For Mahmood and Riaz (2008, p.6), a radical humanist methodology is ‘subjectivist;

searching for results towards change’. People usually see reality according to their beliefs,

and what they need to believe. This is what Dillard (1991, p.9) describes as ‘gazing into a

mirrored surface’, since a large part of what we see reflects a personal view, and what we

want to see. Hence: ‘the more we gaze into the mirror, the more the reflection becomes our

objective reality’ (p.9). A researcher conducts research using a methodology in seeking to

develop argumentation using tools and techniques named methods to establish or evidence

it. Being aware of this, critical theoretical reflexivity is always trying to be open, to

question and challenge its own position, to challenge dogmatism.

2.3.4 The Paradigm of this Research: the Position of the Researcher

Even if some people see accounting as ‘simply’ technical, many researchers are convinced

that accounting is a social science focus, and is not just governed by axioms and rules as in

the natural sciences (Nepomuceno, 2003). For Chua (1986b, p.584): ‘Accounting

researchers, like all human beings, are self-interpretive, social beings who do not merely

accept the world but create both it and the accounting systems which form a part of it’.

The above discussion constitutes a general review of a methodological framework for

accounting research. At this stage, the researcher aims to pay attention to what may be

more appropriate for this research specifically. It is useful to review what the research aims

to do. The research objective aims to explore enabling or emancipatory potentialities

through critical analysis. It is concerned to apply a critical perspective, using a postcolonial

lens, to the analysis of social accounting with a particular focus on the case of social
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accounting in the Libyan commercial banking sector. This critical perspective seeks to

engage with social practice to change things for the better, through understanding the

reality of social accounting practice and exploring the key stakeholders’ perceptions and

attitudes towards social accounting. So, the researcher aims to explore and verify the

current status of social accounting practice in LCBs, and develop a critique of it with the

intention of changing things for the better, including in terms of respecting the local values

(vis-à-vis dominant Western values). The concern is to understand and interpret the

observations and translate them into a kind of design fit for the LCBs. Accordingly, if we

take into consideration Burrell and Morgan’s (1979) paradigms, this research is located in

the radical humanist paradigm, and has a strong commitment to a subjective interpretivism

that is also critical. This research pursues an anti-positivistic perspective that is both

interpretive and critical (Baxter and Chua, 2003).

It is helpful to reflect explicitly on the philosophy of method (methodology) before

deciding on methods, as this should improve and refine methods choice and application

(see Laughlin, 1995; Pihama and Gardiner, 2005; Boote, 2008). A research paradigm plays

a role in method selection: Warschauer (1999, p.188) reported: ‘Behind every research

method lies a belief, and behind every belief lies a person’. Yet the methodology would be

incomplete, unless it includes the technical tools, which embody the research approach and

complete the methodology chain. These technical tools are named research methods, which

must be consistent with the research methodology (Boote, 2008).

2.3.5 Research Methods and the Relationship between Methodology and Methods

Before proceeding to review the methods used in the research, it is relevant to examine

further the link between methodology and methods. In his/her quest for knowledge, a

researcher adopts a paradigm/approach. The researcher is required to establish the evidence
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to support the argumentation. This may be achieved by using research methods. Therefore,

methods are research techniques that should be chosen carefully, and must be consistent

with the methodology and a researcher’s beliefs about the subject under discussion. For

Chua (1986a, p.604): ‘What is a correct research method will depend on how truth is

defined’. For Mingers (2001, pp.242-43): ‘Research methods can be seen as instruments

for provoking a response from the world...Different methods generate information about

different aspects of the world’. Methods are used as techniques, evidence and tools to

demonstrate the research and pursue findings. Critical theory supports a liberal approach:

methods choice is influenced by philosophical assumptions not determined thereby.

2.3.6 Methods Used in the Research

The primary approach in this research is to apply qualitative research method. The research

goes beyond mere description of the problem or phenomenon in question, but seeks to

understand and interpret it, and to develop a critique of the current situation with the

intention to change things for the better. Thus, the research aims to better understand the

nature of social accounting practice as it is, and how it should be in the Libyan commercial

banking sector. The researcher is aware of the benefits of extending the number of research

methods to help develop argumentation by providing more insights and ways of seeing (see

the case for triangulation). For this researcher, where more and differing research methods

are used, the better and more reliable are the results obtained. When research just depends

on one method the approach and findings about the phenomenon under discussion might be

limited (Mingers, 2001). The following research methods are employed here: literature

review, contextual analysis, content analysis and interviews. A literature review may be

considered a research method in that it helps one to gain insights into a focus and its

research. This mix of methods will be used to answer the research questions, which

illuminate:
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1. What is the quality of social accounting in LCBs in the context studied from a
critical perspective?

2. To what extent has Libyan social accounting been influenced by globalisation and
Western perspectives on accounting?

3. How has the socio-political and economic context in Libya, including the Libyan
State’s socialist ideology, influenced social accounting and responsibility in Libya?

4. What are the positive potentialities for social accounting in Libya, and how could
they be realised?

It seems appropriate to start with a literature review of social accounting in developing

countries with a focus on countries that have characteristics similar to the Libyan

environment, as well as focus on the studies done on banks. There is a contextual analysis

to enhance understanding. The next method is disclosure index/content analysis, in order to

identify the quantity and quality of social information available in banks’ annual reports.

Then interviews with some key stakeholders are conducted, in the light of information

obtained from the previously applied methods.

2.3.6.1 Literature Review

A literature review is ‘a systematic search of published work to find out what is already

known about the intended research topic’ (Robinson and Reed, 1998, p.58). Some may

worry about being biased by studying prior research; hence, with sensitivity to that, this

researcher would argue the case for respecting prior research and gaining insights from it

(given the choice implicit in such a reflection, a literature review, even in its classical form

– as here – may be considered a research method). Bless et al. (2006, pp.24-25) reported

justifications for using a literature review in studies:

‘To sharpen and deepen the theoretical framework of the research...to familiarise the
researcher with the latest developments in the area of research...identify gaps in
knowledge, as well as weaknesses in previous studies... identify variables that must be
considered in the research...study the advantages and disadvantages of the research
methods used by others’.
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In order to ensure more usefulness from reviewing the previous literature, the researcher

adopted some steps. These steps are (1) deciding which studies should be reviewed (the

concern is to focus on key studies, i.e. those the researcher thinks are more relevant to the

research); (2) classifying the selected previous studies in a logical and justifiable manner

(e.g., here the literature review of social accounting in developing countries is divided into

four different groups: studies in the banking sector, studies in the Middle East and North

Africa, studies in developing countries, and studies done in the Libyan context); (3)

proceeding to review the selected studies by major themes, methods used in study, findings

and conclusions as well as by published year and authors’ names; (4) discussion of the

positive and the negative (key for a researcher developing a critical theory).

2.3.6.2 Contextual Analysis

Based on the assumption that social accounting is a contextual construct, analysis of the

Libyan context could be seen as another method of this research. The researcher analysed

relevant aspects of context to enhance understanding consistent with a critical interpretive

approach. Also the research highlighted dimensions that determine the contextual

framework and help to guide a research project and the development of an argument or

thesis (see chapter four).

2.3.6.3 Disclosure Index as Part of Content Analysis

For Guthrie and Abeysekera (2006, p.14): ‘Content analysis of annual reports is a

technique for gathering data’. Kaya and Yayla (2007, p.9) submit that:

‘One of the effective ways to evaluate the development of social accounting practices
is to consider recent reporting trends in social activities of the corporations’.

In critical social analysis, one understands social and environmental accounting in terms of

interactions between entities and society (see Gallhofer and Haslam, 2003). Insights into

that interaction may be garnered through the information or disclosure an entity provides
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via the annual report and other documents (Guthrie and Abeysekera, 2006). Therefore,

content analysis of annual reports represents a significant tool for the analysis of

companies’ reporting. Content analysis and disclosure index as part of it, is used widely in

the social accounting literature, more so than other methods, as annual reports and related

media are significant documents of corporations being seen by a wide range of

stakeholders and helping to create a company’s social image (Gray et al., 1995b; Branco

and Rodrigues, 2006; Guthrie and Abeysekera, 2006). The classification of the required

information should be the first step before embarking on getting the information. Then,

data collected should be attributed to each class. One should determine the ‘reliability and

validity’ of such data.

2.3.6.4 Interviews

Despite their importance, literature review, contextual analysis and content analysis do not

preclude adding interviews as a method to enhance the research. Indeed it may be difficult

to obtain sufficient evidence from the mere use of those other methods. Based on insights

and data derived from literature review, contextual analysis and content analysis, the

researcher proceeds to prepare and conduct the interviews (Oppenheim, 1992). For Ely et

al. (1991, p.4), consistent with an interpretive approach, we should ‘want those who are

studied to speak for themselves, to provide their perspectives in words and other actions’.

Also, Suler (2010, p.1) considers interviews to provide ‘in-depth information about a

particular research issue or question’. Ahrens and Chapman (2006, p.822) also argue that

an ‘interview might be seen as an ongoing exchange in which the researcher actively works

to understand’.

For this research, the researcher means by an interview listening to interviewees and asking

questions that may be pre-prepared or arise as a result of dialogue as well as recording the
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dialogue after obtaining the consent of the interviewee. The researcher adopts the semi-

structured interview approach. According to CEMCA (2010, p.36), this ‘provides greater

scope for discussion and learning about the problem, opinions and views of the

respondents’. Social accounting researchers frequently use interviews as a research method,

in view of the importance of this method in more than one respect, especially when

research needs to investigate stakeholders’ perceptions and attitudes in social accounting

(Owen et al., 2000; O’Dwyer, 2002; Adams and McNicholas, 2007). The evidence drawn

from these interviews will not only depend on questions prepared in advance, but

interviewees will be encouraged to elaborate beyond the confines of such questions.

2.4 Summary and Conclusion

A research paradigm depends on philosophical assumptions notably considering ontology,

and epistemology. Theory and methodology frame the research and are consistent with a

paradigm. Evidence is needed to develop, sustain, enhance and refine an argument.

Research paradigm, methodology and theory are important in more than one sense: in

conducting research, drawing findings and interpreting results. In view of the adoption of

the critical approach here, the study is radical humanist (Burrell and Morgan, 1979; Chua,

1986a; Laughlin, 1995). This insight hopefully enables the researcher to interpret and

criticise current accounting with the intention to change it. For this research methodology,

it seems appropriate, at first, to start with a literature review of social accounting in

developing countries.

Critical theory seeks a way forward through changing the status quo. It could be described

as a theory of aspirations. Also, vis-à-vis accounting, critical authors have indicated its

potential to help to change or modify the socio-political and economic system and its

potential to be a more holistic as distinct from a narrow economistic accounting orientated
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to capitalistic interests. Critical theory seeks to change the status quo for the better,

reflecting a stance favourable to emancipatory accounting. Further, Libya may properly

adopt the local and national values and practices that stem from the local interest, not

necessarily those values substantively emanating from the West due to the colonial

experience and globalisation, to the extent that this enhances social well-being. An

objective of accounting should be to seek to ensure that an entity’s actions are

commensurate with the interests of all society. This implies compliance with legal

requirements, but also goes beyond that. The emancipatory intent is to change things for

the better by enabling accounting’s emancipatory potential. The perspective follows

Gallhofer and Haslam’s (2003) preference for a critical theory that is more reflexive,

pragmatic and gradualist (they actually problematisie revolutionary change). This indicates

the extent we have to strengthen social accounting. Rather than being seen as a luxury,

social responsibility principles should be a mandatory application in companies, including

financial institutions. In Libya, there is no mandatory requirement for social disclosures

beyond the economic and financial activators that may be seen to serve conventional

organisational objectives and enhance conventional accounting implementation.

The Libyan nation long suffered from a long history of physical occupation and

administration – for around 3000 years, including occupation by the Greeks, Romans,

Phoenicians, Ottomans and Italians. Thus, many cultures are involved in Libya, and Libyan

culture may be something of a 'hybrid'. However, Western imperialism has tended to seek

to import Western culture without considering local values. Learning from others and

getting insight into their culture and experience, and merging them into accounting today,

may contribute to enriching and enlightening accounting and making it more hybrid, thus

more effective and universal, which reflects ‘neither the one thing nor the other’, rather

than reflecting one dominant culture (Steger and Carver, 2009, p. 95). Some critics
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considered a hybridity concept that ‘minimizes or mitigates the violence of the colonial

encounter’ (Steger and Carver, 2009, p. 95) and 'assumes the power of the repressive itself'

(Schwarz and Ray, 2004, p. 11). Social accounting’s potential understands accounting’s

scope to go beyond the presentation of financial information, to include all the information

that reflects the reality of the banks’ activity from a social, rather than narrower economic

perspective. Critical theory is concerned with realising a social accounting potential to

better society. Accounting’s role cannot be dissociated from its social, political, economic

and cultural context (Gray et al., 1996; Gallhofer and Haslam, 2003, 2008). In terms of

political economy, Gallhofer and Haslam, (2003, p.6) seek to overcome ‘hegemonic

repressive and problematic forces’ that have substantively, but not absolutely, captured

accounting. Therefore, accounting should not only be considered in the conventional

financial and institutional context, but within a comprehensive socio-political and

economic framework for the benefit and welfare of all relevant parties (Cooper and Sherer,

1984; Gallhofer and Haslam, 2003, 2008).

In the Libyan context, the study makes the case for adding social dimensions to accounting

by involving all interested parties around banks. Further, by using critical theory with a

postcolonial lens, we are aiming to encourage the accounting system to pay more attention

to the whole of society. Accounting is to create an integrated picture of the company with

social and ethical values, as well as to achieve a proper relation to Western values that for

critics have contributed to a large extent to the spread of injustice and poverty, and

obliterated the local cultural identity. In the current context, the study is not against

companies/banks giving consideration to financial issues. However, such a possibility

should not be inconsistent with (i) the legitimate right to financial gain, (ii) societies’ right

to know about the reality of business activities through appropriate accountability and

transparency, and (iii) an effective contribution to economic development, social justice
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and welfare. Critical theory is the appropriate perspective for not only understanding and

interpreting the complex relationship between accounting’s social role and its social impact

but also for attempting to reconstruct that interaction for social betterment. Also,

postcolonial theory aids in the problematisation of the colonial legacy as a dimension of

critical theorising, reflecting a concern to give attention to the local values.

Critical theory may help to develop social accounting and make it more practical

(Bebbington et al., 1999). Thus, it may identify the extent of environmental damage and

social injustice, and ways forward for society, including an envisioned new order of things

by considering the role of entities and accounting systems in supporting the status quo.

Moreover, it facilitates considering the transformation allowed in accounting’s role and

how to bring it about, and studying how the adoption of Western values and Western

hegemony has impacted upon the education system, professional accounting, the

accounting system and the State economy. It may then propose practical solutions, based

on critique of the prevailing situation, again looking for transformation-enabling solutions,

which may include changing the status quo using postcolonial theory. Previous studies

clearly indicated the impact of colonialism and postcolonialism on education, culture and

economy contributing to the imposition of Western values, and neglecting the local values

of colonised countries. Consequently, understanding the colonial period and the historical

development of accounting in Libya could largely explain social accounting practice.

The researcher should not only criticise the status quo, but has to have a vision about what

change is required for the better, and why it is better. The vision (more of a sketch) is

properly influenced by consideration of the literature, the empirical study, the research

paradigm and the research context; in other words, the theoretical framework, methodology

and methods adopted in the research.
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Chapter Three: Literature Review of Social Accounting in Developing Countries

3.1 Introduction

What is the goal of a business organisation or indeed any organisation? Based on reflection

on such a question—in this context—the concept or construct of social accounting gained

its importance and significance. It seems that, nowadays, environmental and social

activities have become important issues along with economic activity for the corporate

entity. In its function, the corporate activity has a negative and/or positive impact on

different parties. One may suggest that in the social realm, society is affected by the

company’s activity. Significant negative impacts of companies’ activities include

impacting negatively on the environment (Kurihama, 2005). Yet economic/financial

considerations appear to be the overriding concern of the context; this reflects conventional

accounting and the idea of a (one bottom line) repressive form of accounting. Social

accounting considers what may be understood as the triple bottom line - economic, social

and environmental issues. However, even by ‘engaging’ with environmental and social

factors, entities adopt mainstream social accounting that considers social initiatives that

serve the entity’s narrower interest. One may also give consideration to local values,

through an accounting emancipation. It can go beyond the conventional and is expansive

toward the social and the environmental.

This chapter is a literature review chapter. The chapter is divided into two sections. In the

first section, we shall review how social accounting has been considered and seen in the

literature. We shall discuss the social accounting construct and its concern for reporting on

the company’s activities that impact on a broad network of stakeholders. In the first

section, it is useful to briefly review some concepts and constructs relevant to social

accounting to gain insight into them, e.g. determine similarity between them, in attempting
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to enhance appreciation of social accounting. In the second section, the review focuses on

studies on social accounting and CSR in developing countries, with focus on Arab Middle

Eastern countries and banks. Both sections are discussed and analysed.

3.2 Social Accounting and Related Constructs

The social accounting literature has used different conceptions and constructs to cover such

a wide area of interest, like corporate social responsibility (CSR), corporate sustainability

(CS), accountability and triple bottom line (3BL); all these terms may reflect dimensions of

social accounting (Justice, 2002). However, before going on to discuss these concepts

related to social accounting; it is well to pay some attention to what we mean by social

accounting, and how it is understood in the literature.

3.2.1 What is Social Accounting?

Social accounting, considered from a broad and open perspective, has a very long history.

Types of social accounting have been especially promoted in the rise of modern society

(Gray et al., 1996; Gallhofer and Haslam, 2003). The social accounting construct has

become a much more common subject of discussion by academics and practitioners,

including through research, in recent times. Therefore, definitions have manifested to

explain what social accounting is. The following are some of them.

For O’Brien and Rose (2007, p.6):

‘Social accounting is a process that seeks to measure progress and
performance against social, environmental and economic objectives’.

Also, for Gray (2000, p.250)

‘The preparation and publication of an account about an organisation’s social,
environmental, employee, community, customer and other stakeholder
interactions and activities and, where possible, the consequences of those
interactions and activities’.
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According to the previous definitions, it could be inferred that the fundamental bases of

social accounting are built on three main elements: (1) the accounting entity (organisation),

(2) the account (report) and (3) the intended recipient of the account (stakeholders or group

of recipients). For Gray et al. (1997), however, these elements are not sufficient in

themselves to define social accounting. Social accounting’s circle of interest can involve

other parties and corporate activities. For some, social accounting is based on a critique of

the limitations of financial accounting (Mook et al., 2003; Gallhofer and Haslam, 2003).

However, despite this criticism, it is worth mentioning here the notable similarity between

social accounting and a conventional accounting focusing only on the narrowly financial.

Social accounting considers the organisation’s impact on a wide range of stakeholders or

users. This does not preclude that the social account may contain financial information, as

well as non-financial information (Gray et al., 1997; Gallhofer and Haslam, 2003).

Therefore, we may mobilise social accounting as a complement to fill the gap left by

traditional accounting. Alternatively, as Gallhofer and Haslam (2003, p.106) reported,

social accounting ‘has been mobilised as one challenging conventional accounting, and, on

the face of it, as an accounting reflecting a concern to go beyond narrow instrumentalism’.

Hence, it has emancipatory potential. Additionally, social accounting is a process/method

to evaluate the company’s impact in social, economic and environmental terms in the local

and global community or society.

3.2.2 Accounting/Social Accounting Tendencies

Gray et al (1997), Gallhofer and Haslam (2003) and Spence (2009) think that social

accounting has emancipatory potential. For Spence (2009, p.205): ‘At the heart of the

social accounting project lies a radical and emancipatory intent’. Social accounting lies

between the entity and its stakeholders, so social accounting attempts to (or should attempt

to) make the best effort in creating reflexive mutual understanding between the entity and
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its stakeholders. It also attempts to be accountable to them as they represent all segments of

society. Further, social accounting considers and enhances the democratic virtues of

transparency and accountability (Gallhofer and Haslam, 1993). For Gallhofer and Haslam

(2003, p.154):

“Emancipation is about creating new values, new forms of co-operation and new types of
collectivist praxis and the mobilising of accounting with emancipatory intent has to
manifest in this frame of reference”.

Social accounting may be seen as tool for emancipatory potentialities. In accounting

literature, social accounting has been associated with concepts of emancipation on the basis

of its liberation from traditional accounting constraints towards a broader space (Tinker,

1984; Gallhofer and Haslam, 2003). Enabling and emancipatory accounting or social

accounting for betterment could be translated as making entities’ activity visible by

adopting a high level of accountability and transparency, as well as considering social

needs by contributing to social well-being. Gray et al. (1997) point to an emancipatory

potential of social accounting: ‘to redress power asymmetries between organisations and

their stakeholders through the reporting of information’. Accounting, according to

Gallhofer and Haslam (1995), can be seen as a visible hand of entities’ activities.

Conventionally, accounting’s function has come to be viewed as the delivery of

information; social accounting does not diverge from this, but differs in terms of

information content. While conventional accounting focuses on one bottom line, social

accounting has been characterised by concern for a triple bottom line, embodying

economic, social and environmental information. Thus, information in social accounting

involves all information on the social impact of organisations’ activities. Such information

is of wide interest as a result of globalisation (Estes, 1976; Boyce, 2000; Unerman and

Bennett, 2004). Therefore, social accounting and reporting may have the objective of

replacing conventional accounting with new accountings that are predicated on values
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broader than maximising the profit, but consider this profit within a social and

environmental context (Ullman, 1976; Dierkes and Preston, 1977; Patten, 1991;

Rubenstein, 1992; Burnett and Hansen, 2008). Thus, social accounting aims to shift

accounting from repressive to emancipatory tendency. This entails providing an account, if

not with the status of incontrovertible accounts, nor as a panacea for society’s economic

and social problems (Boyce, 2000). Yet, social accounting has been captured/hijacked by

businesses organisations and global initiatives so that it amounts to a problematic ‘public

relations’ for business, a counter radical accounting (Gallhofer and Haslam, 2003, p.124).

There is an overlap between these terms, and ambiguity in the literature. In the following

section the researcher will explain how these terms are used in this thesis.

Emancipatory/Radical accounting: the radical form of social accounting refers to

accounting’s emancipatory potential. Emancipatory potential, as understood in this

research, refers to changing things for the better (Gallhofer and Haslam, 2003). The better

may come through making banks' activity visible to society/stakeholders, and uncovering

social information (Gallhofer and Haslam, 1993; 1995; 2002; Fiedler and Lehman, 1995).

In this context, the radical form of social accounting is highlighted when banks disclose

social information that reflects the reality of banks’ activity and are not only tied to banks’

financial goals. The public interest should be at the heart of the social accounting project;

thus, reports here represent a mirror or image that should reflect the reality of actual

practice, where the disclosure reflects real behaviour and action. So the question is if that

behaviour could be interpreted as achieving society’s needs or business needs. One could

argue that the radical form of accounting can emerge through disclosures made by non-

company sources, such as those provided by NGOs’ reports (Dey, 2007; Spence, 2009).

However, in the Libyan context, in the absence of NGOs, most emancipatory disclosure

came as a result of government guidance and recommendations in the sense indicated.
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Counter radical accounting (mainstream accounting/social accounting): Counter

radical forms of social accounting goes beyond conventional accounting. Where it has

more social and environmental focus, but has a similar impact to conventional accounting

in that it is substantively linked to the profit making focus and the accounting may help

legitimise problematic activities (Unerman, 2007). But again these forms may be

interpreted in terms of emancipatory actualities and potentialities. For instance, the

production of any accounting labelled corporate social responsibility accounting (or a

company holding itself not as having done or promising to do responsible action) may at

least draw attention to the possibility of such responsibility and increase public attention

thereto (Gallhofer and Haslam, 2003). In this respect, NGOs are reported to use

mainstream or counter radical social accounting to put more pressure on corporations to be

more socially responsible (Gallhofer et al., 2006). Then one can understand that the counter

radical form of social accounting may be located in the middle between repressive and

radical, where it is beyond conventional accounting, but focuses on social initiatives that

are more tied to the economic base or financial economic considerations, and considering

the entity’s more conventional needs. Voluntary (or not formally prescribed) social

accounting tends to be 'counter radical social accounting' that stems from a business

organisation’s needs. So, disclosure could be seen, e.g. as a tool of legitimation to establish

a social image to be seen by a wide range of stakeholders (by providing 'good news' and

reducing or justifying bad news, as well as showing positive aspects) (see Gray et al.,

1995b; Gallhofer and Haslam, 2003). Here, social accounting might be used for purposes

serving entities' interests in the first place rather than more consistent objectives in the

context of enhancing society's well-being (emancipatory form of social accounting) (see

chapter two). Such entities' interests might include polishing the entities' reputation, or for
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the purposes of legitimising their economic policies and operations (Gallhofer et al., 1998;

Gallhofer and Haslam, 2003; Kamla, 2007).

Repressive accounting: Theoretically, in critical literature, accounting is considered as

problematic in terms of its social role.  Here conventional accounting, which substantively

reflects the current global capitalistic order, somewhat distant from local and social needs,

is seen as substantively captured by repressive hegemonic forces, helping to rationalise or

legitimise a problematic social order (which is not to suggest it has no positive dimensions)

(Gallhofer and Haslam, 2003). This accounting fails to reflect broader interests and is

captured by a repressive hegemonic tendency, having repressive tendency in terms of

accounting’s social role (see Table 3.1, which clarifies further the three dimensions of

accounting/social accounting).

Regarding accounting's function, there is ambiguity in terms of accounting’s actual and

potential role. Such ambiguity makes accounting have both positive, as well as some

negative impact, on social well-being (Gallhofer and Haslam, 2003). These make the

argument consistent with the form of dialectical thinking, and also, a continuum thinking

that calls for radical change, not necessarily revolutionary, but a gradual change. In other

words, the argument sees pragmatic movement as possible, but not in a straightforward

way (Gallhofer and Haslam, 2003). The thesis applies to actual accounting practice, but

also to potential accounting practices. Thus, the logic of the argument here is extended for

purposes of empirical exploration to the three accounting tendencies that were discussed

above. Table 3.1 provides an overview of the three accounting types and elaborates on

some possible ways that, actually and potentially, may be seen as having various

'emancipatory' and 'repressive' effects. However, the term, emancipatory, (as explained

previously) is used in the pragmatic manner used by Gallhofer and Haslam (2003), and in

effect, emancipatory change means change leading to the betterment of society.
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Modes and
Tendency of
Accounting

Emancipatory Tendency in relation to Social Betterment Repressive Tendency in relation to Social Betterment
Actual Potential Actual Potential

Conventional
Accounting

Disclosure itself has some positive
potentialities. Financial accounting
here is in commitment to laws and
regulations, which require
providing financial information;
e.g. (Libyan Commercial Law,
2010; Libyan Banks Law, 2005).

Disclosing financial figures could attract more
investors and contribute to boosting the economy.
Profit making could ensure the survival of the
business organisation; also, social initiatives require
profit to cover the social cost. Commitment to
financial laws and regulations requirements could be
seen as good behaviour towards the State’s
requirements. Moreover, considering banks and
shareholders wealth might positively influence the
national economy.

Merely focuses on financial (one bottom
line-1BL), displacing social and
environmental issues. Accounting here
reflects the dominance of the current global
capitalistic order distant from local and
social needs, and captured by repressive
hegemonic forces; e.g. most disclosure
reported in numerical and monetary form to
reflect expense/items on financial statements
(see chapter five).

Worsening, if continuing as in the actual. The
result at the end leads to repressive accounting,
promoted by imperialism, and Anglo-American
laws and regulations. Repressive accounting
leads to ignoring social issues, which could
contribute to the further spread of injustice,
poverty, inequalities, social exploitation,
hunger and disease, especially in developing
countries.

Mainstream
Social

Accounting

It could be seen as a step towards
more holistic disclosure. Also, it
has common aspects with radical
social accounting, at least beyond
conventional accounting by
providing social disclosure. Some
might hold the entity to account for
what it argues it will do.
Considering stakeholders'
engagement and dialogue as a key
for social disclosure could make the
entity go beyond shareholders to
consider a wide range of
stakeholders.

Institutes principles of social disclosure, making banks
admit social initiatives. Also, promoting
accountability beyond financial disclosure represents a
bank's commitment to social responsibility. Moreover,
linking profitability and social initiatives may promote
social responsibility. Making profit using a social
image could increase a bank’s operations and may
have a positive return on the local economy.

It is used for private purposes of businesses
organisations at the expense of the delivery
needs of society, where it constantly aims to
satisfy shareholders and key stakeholders and
is tied with economic bases for the purposes
of profit. It is constantly reporting 'good
news' and showing the positive aspects,
while reducing the negatives, to be used as a
tool of legitimation and establish a social
image of the organisation. It is mobilised by
globalisation and global movement as
voluntary. Here, mainstream social
accounting is already captured by repressive
hegemonic forces.

By this time, social work will be conducted to
serve banks and displace others. Stakeholders'
dialogue and engagement are used by
organisations for the purpose of increased
shareholders' value; e.g. considering
shareholders and some key stakeholders, while
ignoring others (i.e. future generations and the
environment). Thus it could be described as
preserving or countering radical social
accounting. It contributes to enhancement of a
repressive social accounting, instead of an
enabling or emancipatory form of social
accounting for the betterment of society.

Radical
Social

Accounting

Providing an account to serve
society’s need beyond mere
economic goals, or to satisfy
stakeholders. The thing to consider
is how to take advantage of this
disclosure to develop entity practice
to benefit society, including the
owners of the entity (chapters five
and seven).

Promoting more social indicators and making banks
act and behave positively towards society; at least to
achieve what banks promised in disclosure. Pragmatic
and gradual change in the economic system could
solve the issue of accountability and narrow the gap
between radical and counter radical forms of
accounting. Telling the truth could lead to developing
and strengthening the positive practice, as well as
avoid shortcomings or mistakes in the future.

Under the current economic system that
assumes benefit for business organisations,
excessive focus on social needs and the
implementation of the State's social agenda
at the expense of banks may lead to an
imbalance in the economic system.

Talking about emancipatory and radical change
is not a straightforward thing. Both
revolutionary and gradual changes have
problematic dimensions. Major revolutionary
change in the socio-political order might bring
about serious consequences. Also, gradual and
pragmatic change could increase the danger of
capture by repressive hegemonic forces, as is
the case with mainstream social accounting.

Table 3.1: this Table Overview of Emancipatory and Repressive Dimensions (Actual and Potential) of Three Types of Accounting
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Social accounting, under the principle of a reasonable degree of transparency, and

stakeholders’ awareness and clear entities’ policies, may meet the needs and wants of a

wider range of society rather than just shareholders (Ball and Seal, 2005), thus reflecting to

some extent more emancipatory accounting. Further, social accounting, for Frame and

Brown (2008, p.232):

‘could have a major role in developing more participatory and democratic forms of
accountability through promoting open and transparent decision-making by
articulating costs and benefits at various levels that engage the standpoints,
interests, values and priorities of a range of stakeholders’. (see Boyce, 2000 and see
Bebbington et al., 2007).

If we consider social accounting from a postcolonial lens, it could be argued that colonial

experience and globalisation’s impact have generated an accounting practice and disclosure

consistent with Western values and reflecting the colonial. These values have been

reinforced in the postcolonial context in different spheres of life in developing countries,

such as education, culture and the economy (Woolman, 2001; Mama, 2004; Teferra and

Altbach, 2004; Rahaman et al., 2007; Annisette, 2000; Poullaos, 2009; Suddaby et al,

2007; Irvine, 2008; Shareia, 2010). E.g., the international financial reporting standards of

the International Accounting Standards Board, reflect globalisation’s impact on developing

countries, and represent Western pressure to apply external standards in local contexts (Mir

and Rahama, 2005; Manassian, 2007; Irvine, 2008). Thus, issues such as poverty and the

equitable distribution of wealth and social aspects concerning the community, especially in

the Third World, do not concern conventional accounting. Simply, due partly to

implementing conventional accounting, such issues become an unjustified commitment for

business organisations. Thus, postcolonial social accounting may be considered a tool to

abstract accounting from colonial constraints, and concentrate more on what matters to the

local context. Thus, social accounting, from a postcolonial and critical lens, could be seen

as an institutional practice in an anti-colonial movement (Bush and Maltby, 2004).
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3.2.3 Delineating and Understanding Conceptions of Social Accounting

It is no secret that there are some conceptions in the social accounting literature that may

cause confusion. Interestingly, there is no consensus regarding the name of the social

report, let alone its form and content (Milne and Gray, 2007; Owen, 2007). Further, the

CSR acronym could mean corporate sustainability reporting, or corporate social

responsibility or corporate social reporting. And other terms have been employed in social

accounting, such as 3BL, social audit and green accounting. For Douglas et al. (2004,

p.389): ‘Corporate social reporting is variously called social accounting, social disclosure,

social auditing, social review, social reporting or sustainability reporting’. All these

conceptions arguably interrelate with social accounting, in the context of social,

environmental and economic issues. And, for Gray et al. (1997, p.330), ‘we stay with social

accounting as the generic term’ - because it has emerged as the established construct.

Organisations have typically focused on financial accountability, to the extent that they

have given attention to accountability, the idea of one bottom line. Increasingly, they are

being asked to consider their activity’s impact on society and the environment as well.

These three basic conceptions are known as the Triple Bottom Line (3BL). In other words,

they represent the way companies assess their performance against triple bottom lines:

environmental, social and economic (Elkington, 2004).

3.2.3.1 Triple Bottom Line Concept (3BL)

The Triple Bottom Line is a term coined by John Elkington in 1994, if it was published in

1997. It refers to economic, environmental and social performance (Elkington, 2004). It

should be noted that the Triple Bottom Line prototype is based on the notion that

measuring organisational success depends not only on financial performance, but on the

package of economic, social and environmental performance. For Roberts et al. (2008,
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p.89), “the three aspects of economic performance, environmental performance and social

performance are collectively described as ‘triple bottom line’ of CSR reporting”. Hence,

organisations have an inherent duty to all society going beyond mere economic

achievement, to economic, social and environmental achievement (so-called 3BL).

However, companies need to show their responsibility by producing an account explaining

to what extent they consider stakeholders’ economic, social and environmental

requirements. Notwithstanding, there is another view held by Norman and Macdonald

(2004). This is that the Triple Bottom Line is an unhelpful addition to current discussions

of social accounting. They argue that the 3BL’s notion assumes that obligations to

stakeholders should be measured, calculated, audited and reported just as conventional

accounting, which is difficult in practice. However, the economic, social and

environmental issues exist in other conceptions, such as corporate social responsibility,

corporate sustainability and accountability. Therefore, what is the additional contribution of

3BL? It seems that the 3BL conception is a synonym for corporate social responsibility, as

both share the same triple bottom line. And we already know that the term CSR was alive

and well long before 3BL was initiated (Norman and Macdonald, 2004).

3.2.3.2 Corporate Social Responsibility Reporting (CSRR)

It is difficult to offer a straightforward definition of corporate social responsibility. There is

no consensus on how to define it. Marrewijk (2003, p.96) cited Votaw and Sethi (1973,

p.11) on corporate social responsibility as meaning ‘something, but not always the same

thing to everybody’. For the Confederation of British Industry (CBI), CSR involved:

‘acknowledgement by companies that they should be accountable not only for their
financial performance, but for the impact of their activities on the society and/or
environment as well’ (CBI, 2009, p.1).
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Under this notion, companies have to consider environmental and social issues and use

their resources efficiently within environmental and social limits. Holme and Watts (2000,

p.7) present another definition:

‘‘Corporate Social Responsibility is the continuing commitment by business to
behave ethically and contribute to economic development while improving the
quality of life of the workforce and their families as well as of the local community
at large’.

However, other researchers, Kurihama (2005) and Blowfield and Murray (2008), agreed to

describe CSR as a voluntary activity beyond legal obligations. Whether companies agree or

disagree to consider social issues, they are under stakeholders’ pressure to be responsible

(Husted, 2003). Thus, CSR seems an unavoidable phenomenon, where, in principle, it takes

all the factors that impact on society into account. Moreover, it helps firms create and

maintain effective relationships with society, with consideration of the nature of society

and culture (Kurihama, 2005). In the same context, recently, debate over the inclusion of

social and environmental objectives within the organisation’s priorities has been a primary

concern. Generally, however, corporate responsibility concerns the company’s impact on

the society and environment, if this impact may be broadly conceived, and not

straightforwardly acknowledged. It should be mentioned that many authors consider and

deal with corporate social responsibility as a synonym for corporate sustainability

(Marrewijk, 2003; Wilson, 2003; Ebner and Baumgartner, 2006; Milne and Gray, 2007).

This section treats CSR reporting as a quite general notion, but if so how can it be

distinguished from other notions, such as sustainability?

3.2.3.3 Corporate Sustainability Reporting (CSR)

For Ebner and Baumgartner (2006, p.8):

‘Corporate Sustainability is related to the agency principle and is meant to focus on
value creation, environmental management, environmental friendly production
systems, human capital management’.
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Also, according to Hinrichsen (1987, p.7), sustainability:

‘meets the needs of the present without compromising the ability of future
generations to meet their own needs’.

For Roberts et al. (2008, p.90), sustainability is ‘satisfying present needs of society without

sacrificing future needs of society’. Thus, it relates to both present and future generations,

requiring that the social and environmental needs of these generations are met. Further,

sustainability seeks to reach social justice through applying eco-justice.7 Thus, it could be

argued that sustainable development is based on the principle of a stable relationship

between the natural world and human activities (Ebner and Baumgartner, 2006).

Despite corporate social responsibility and sustainability being notions close in meaning,

sustainability is often seen as a more comprehensive concept than responsibility. For some,

both concepts concentrate on a triple bottom line, i.e. the social, environmental and

economic. Substantively, sustainability focuses beyond efficient usage of resources over

time to a fair distribution of resources between present and future generations (Milne and

Gray, 2007). Thus, sustainability is substantively a long-term view. Hence, corporate

sustainability concentrates on the corporate impact on the environment and society, while

responsibility is concerned about how a company impacts on society and the environment

(Wilson, 2003; Milne et al., 2007). For Beckett and Jonker (2002), the social dimension of

sustainability is not clear yet, because of its focus on the environmental dimension. Some

companies, e.g., in the service sector, view their environmental impact as minimal, while

others in the industrial sector are deemed to have more environmental impact.

7Social justice is an idea coined by Jesuit Luigi Taparelli in the 1840s. For Kundu et al. (2007, p.10): ‘Social
justice refers to a concept of a society in which justice is achieved in every aspect of society, rather than
merely the administration of law.’
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3.2.3.4 Accountability

According to accountability theory, the term ‘accountability’ refers to the duty of

accountors (agents/directors/managers) to provide an account (information/report) to

accountees (stakeholders/users/society). Therefore, as Gray et al. (1996, p.38) mentioned:

‘…accountability involves two responsibilities or duties: the responsibility to
undertake certain actions (or forbear from taking actions) and the responsibility to
provide an account of those actions’.

Hence, to discharge this accountability requires providing information, financial and non-

financial. Some accountees have a legal right to information, e.g. shareholders. Some

stakeholders may have a contractual relationship but not expect an account, e.g. employees

(Gray et al., 1996), if it may yet be deemed desirable that the corporation is accountable to

them. Moreover, part of emancipatory accounting is to render an entity’s socio-economic

activity visible. Making social problems visible may be seen as an enabling or

emancipatory potential of accounting, as providing information may bring nearer a

resolution.

Further, the accountability between accountee (principal) and accountor (agent) differs

depending on the accountee. E.g., managers may be accountable to workers for their salary

and health and safety, as well as all employees’ rights, while employees may be responsible

for their work performance. From this, one can understand that accountability may be

determined by the contractual relationship between the different parties (Gray et al., 1996).

On another hand, some have a deeper view regarding the meaning of accountability.

Jeremy Bentham has such a view, as reported by Gallhofer and Haslam (1993, p.326):

‘accountability is not so much about holding responsible and judging behaviour;
nor does it assume a simple agency-principal relation…Accountability appears
equivalent to the ability to render accounts conducive to well-being’.

However, for better understanding of accountability, one needs to distinguish between legal

and non-legal responsibility, and mandatory and voluntary actions. For Justice (2002, p.4),
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corporate accountability ‘refers to the obligations imposed on corporations by

governments’, while, corporate responsibility refers to the ‘voluntary activities idea’.

Nevertheless, doubtless the initial accountability, which organisations should take into

account, is laid down in law, where each entity has to provide an account to all interested

parties, but the arguable issues are in account details.8 As a legal requirement, companies

may have to protect employee health and safety, while by the law it may be unnecessary

for companies to run recreational activities for workers. For the former, there are typically

formal regulatory processes (e.g. inspections), which may or may not involve reporting for

accountability to the public (Gallhofer and Haslam, 2003); regarding LCBs, this issue will

be explored in chapter five.

For Tinker (1984), accountability should be imposed by the principal, which could be the

community. It should not be left entirely to an agent to decide what to reveal or obscure. At

the same time, Gray et al. (1996, p.43) argued that ‘accountability can be due, even when it

cannot be enforced. A moral or natural right to information flows from an established

(legal or non-legal) responsibility’. Away from this controversy, it can be inferred that the

main thrust of accountability is that all information about an organisation’s activity should

be available to all interested parties. That would be the presumption of accountability

(Gallhofer and Haslam, 1993).

3.2.4 Business Responsibility and Profit

The profit-maximising view, assumes that business only has an economic responsibility in

terms of making a profit and obeying the law (Lantos, 2001).  Friedman (1970) deemed the

first and only corporate responsibility is to maximise profit or shareholder wealth (in

8 For instance, Libyan commercial law (1970 and 2010) obliges companies to discharge accountability, which
includes preparing balance sheets and profit and loss calculations, and other related details, such as estimating
the assets, distributing profit to shareholders, decreasing the invested capital and establishing the legal
reserve.
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general, conventional financial goals) subject to complying with the law. So from a profit-

maximising view, an organisation's decisions to invest or adopt an initiative as a result of

the global economic system should be motivated by the profit goal. For Lantos (2001 p.26),

“companies need to go beyond maximising profits and consider whether their actions are

serving society by avoiding unreasonable harms”. Indeed, with mainstream economics, the

goal of profit maximisation is difficult to justify in social welfare terms in an imperfect

markets context. More generally, a business organisation has consequences for well-being

that cannot be assessed by a profit measure (Gray et al., 1996; Gallhofer and Haslam,

2003).

The business will contribute in various ways one of them at least surviving as a financial

entity which, in a markets context often implies some profit-making. For Wickert and

Schaefer (2011), under the current economic system, profit making could ensure the

survival of the business organisation. Social initiatives require profit to cover the social

cost, where profit-making enables the company to conduct social initiatives, such as

payment of salaries for workers and donations9. In practice, a business organisation could

not realistically ‘profit-maximise’ (it is not perfect machine for doing this), actually its

orientation to profit may vary. The scope for variation will depend on the nature of the

market (Simon, 1976). More generally it is linked to varieties of capitalism (see Collison et

al., 2010).

Profit maximisation or making profit is not merely a subject of business wishes, but

restricted to, or influenced by, the context in terms of laws, regulations and ideology. Here,

the lower the constraint, the greater the emphasis on profit making to the exclusion of other

considerations. Where, the consequences of a profit-oriented approach will vary according

9 Although it is significant to invest in non-profitable activities, banks need to make reasonable profit to
conduct other social activities using that profit (see: recommendation in chapter seven).
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to the context e.g. aggressive profit-orientation in a context with good social infrastructure

may engender better consequences than where context is poor. For Fadel (2006 p.1), in

some Arab countries, the "economic system is designed to benefit a narrow class of elites

without regard to the public good". Such a system is the worst, where "it systematically

adopts welfare-reducing policies".

This study, adopting a pragmatic critical theory, does see some value in markets and the

making of profits. To some extent, also, there is a range of ‘social’ activity that a business

can undertake and actually increase this profit (Gallhofer and Haslam, 2003). Indeed, if a

company concentrates on ‘profit-making’, it may miss opportunities to increase its profits

through social action, since there is a range of social action or activities consistent with

increasing profit. The more extreme form of this is not consistent with profit maximisation.

On the other hand, trying to maximise profits makes the company eventually reluctant to

engage in social initiatives, unless they achieve economic goals. In brief, more social

initiatives and responsibility can reduce profit, ‘implying that profits and social

performance cannot be maximised simultaneously’ (Wickert and Schaefer, 2011 p.14).

In general, accounting can be part of a regulatory framework in a real world context to

better ensure that business behaviour is in line with social welfare goals. In the real world,

as a result of the dominance of the liberal economic system, the priority of business

organisations is to maximise their profit. Therefore, social accounting and reporting may

have the objective of replacing conventional accounting with new accountings that are

predicated on values broader than maximising profit, but consider this profit within a social

and environmental context. Thus considering social accounting could institute a new

concept, which is profit with responsibility, enabling an entity to make reasonable profit

instead of merely maximising profit. In this regard, under the current economic system,
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profit with responsibility refers to balancing stakeholder demands and profit-making

requirements.

In brief, what is at stake in relation to profit maximisation or profit-making in the

disclosure of corporate social responsibility? First of all, ‘profit maximisation’ is an

abstract goal that in practice will always be under achieved. Secondly, the social

consequences of an orientation to profit maximisation will vary in different contexts–e.g. if

there is a very good social accounting system, a good set of social laws, and so on, its

negative effect will be less. Thirdly, social accounting (and social disclosure in general)

can influence how a company might be orientated towards profit (it can influence the

profitability of a particular strategy)10 (Gallhofer and Haslam, 2003).

3.3 A Review of Social Accounting and Responsibility in Relation to Developing
Countries

Terms such as “developing countries” or “less developed countries” are used extensively

by academics and international institutions for various purposes. The United Nations (UN)

and the World Bank (WB) are among institutions using such terms. However, they use

different definitions for the term “developing countries”. The UN acknowledges that there

is no agreement on the definition of developing countries. WB, on the other hand, focuses

on gross national income (GNI) of individuals as a main criterion for classifying

developing countries (The World Bank, 2009; UN, 2009; The Library of Congress, 2008).

The Library of Congress (2008, p.1), cited by WB, has contributed to the forming of

another definition, combining economic and social: a developing country is where11:

‘The majority of population makes far less income, and has significantly weaker
social indicators, than the population in high-income countries...[and] lives on far

10 In this context, this thesis is not against making profit. While, this varies with context, there is some
correlation between profit-making and social considerations.
11 Since the ‘developing countries’ term is imposed by Western and imperialist powers, criteria such as
history and cultural heritage are not included in the classification of countries.
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less money -and often lacks basic public services- than the population in highly -
industrialised countries’.

Moreover, Todaro and Smith (2009, p.820) bring together regions and features of countries

in suggesting that developing countries are:

‘…the present countries of Asia, Africa, the Middle East, Latin America, Eastern
Europe, and the former Soviet Union, mainly characterised by low levels of living,
high rates of population growth, low income per capita, and general economic and
technological dependence on developed economies’.

Despite the slight differences between these definitions, they are virtually unanimous on

the hallmark characteristics of developing countries. These include the low level of living

standards, and poor infrastructure and economic situation compared with developed

countries. These characteristics have led many researchers, academics and institutions to

debate the related issues, bearing in mind the collective responsibility of governments,

societies and businesses organisations. This effort may contribute to enhancing the wealth

of society, and aiding poverty alleviation in developing countries (Gray, 1992, 2000; Gray

et al, 1996; Justice, 2002; Gallhofer and Haslam, 2003; Crowther and Martinez, 2004;

Adams, 2004; Ball and Seal, 2005; Finn, 2009). However, it is no secret to anyone that

some developing countries still face a serious challenge to address poverty, hunger and

disease. Therefore, in addition to governments’ role, business organisations arguably have

a significant duty in tackling these issues (UN, 2006). Thus, in the context of paving the

way for sustainable development, attention must be given to the consolidation of the

relationship with the society in which the entity operates. This attention can be embodied

by considering social accounting practice: using it may help one judge if a company takes

into account significant social dimensions in its activities. Most companies claim that they

are not engendering bad effects through their activity; conversely, they suggest they are

considering a wider social responsibility (Blowfield and Murray, 2008).
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In the following part of this chapter, a sample of previous studies conducted in developing

countries will be reviewed and critically evaluated; the focus will be on studies conducted

in Libya particularly, and in Arab countries and the banking sector generally. The most

common feature among developing countries, for most commentators, is that the level of

democracy and transparency are poor (Medawar, 1976; Gray, 1992; Gray et al., 1996;

Adams, 2004; WSSF, 2009). Nevertheless, there are other elements that influence the

social accounting context, such as religion and culture, which many other countries do not

share. Thus, without neglecting the previous studies conducted in other developing

countries, especially in the banking sector, this section will focus on previous studies

conducted in the Arab Middle East and North Africa (AMENA). This is because countries

in that region have roughly similar factors that influence social accounting practice; these

common factors are cultural, religious, economic and traditional (Ararat, 2006). The

objectives of the compilation and classification of these studies is to achieve the following:

 To provide a brief historical overview of social accounting and its conceptions in

developing countries.

 To gain insights from these previous studies for this one, especially since these

countries share common characteristics with the Libyan environment,

economically, socially and culturally.

 Insights into what has been done in the social accounting field and what should be

done

 To determine the contribution of this study to the literature

 To draw conclusions helping to progress the current study and guide follow-up

studies building on the next chapters and empirical study, such as: insights into

methods used in the analysis, the factors behind the disclosure, the most common

terminology regarding social accounting and responsibility.
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3.3.1 Review of Previous Studies in Developing Countries

There are several schemas to categorise the literature review, including content themes,

regional analysis, methods, stakeholder groups (Visser, 2008). For the purpose of this

study, the review is made on the basis of region and sector, dividing studies into four

different groups, as Fig.3.1 illustrates. First, studies on the banking sector, second, other

studies in AMENA, third, other studies as classified in the table (see table 3.3) to reflect

region/country, themes, method and sample, significant findings and name of author/s and

year. The last comprises studies conducted in the Libyan context.

Fig. 3.1 Classification of Previous Studies in Developing Countries

3.3.1.1 Part 1: Studies Focused on Social Accounting and Responsibility in the

Banking Sector of Developing Countries

Few studies were conducted in developing countries that focused on social accounting and

responsibility of the banking sector. These studies focused on the financial implications of

social responsibility. Dusuki and Dar (2005), Dincer and Dincer (2006), Dusuki and

Abdullah (2007), Poolthong and Mandhachitara (2009), and Al-Ajmi et al. (2009) focused

in their studies on the relationship between social responsibility in banks and customers’

selections/decisions.

Part 1
Studies in
banking
sector -

irrespective
of region

Part 2
Studies in

Arab Middle
East and

North Africa

Part 3
Other

regions –
different

developing
countries

Part 4 Studies
held in Libya
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Dusuki and Dar (2005) explored the perceptions of various stakeholders in Islamic banks

in Malaysia regarding the social responsibility of banks.12 They reported on a large number

of stakeholders’ perspectives. Moreover, their study was based on testing a key hypothesis

formulated as follows: ‘Stakeholders in Malaysia apply equal importance to the CSR

factors along with other banking selection criteria when making a judgment about

patronising Islamic banks’ (p. 403). Further, the study indicated that positive views of CSR

are held by stakeholders of Islamic banks in Malaysia; such positive views represented

bank selection criteria. Also, Al-Ajmi et al. (2009) found that social responsibility and the

adaptation of the Islamic system represent the most important factors determining bank

selection in Bahrain. The authors reached their conclusion after examining two groups of

banks, conventional and Islamic, in Bahrain.13 The findings by Dusuki and Abdullah

(2007) reflect that corporate social responsibility initiatives, among other factors, have a

key impact on customer behaviour in choosing between two groups of banks in Malaysia.14

Dincer and Dincer (2006) aimed to identify the link between banks in the Turkish banking

sector acting in a socially responsible manner in terms of environmental investment and

customers’ decisions. The result suggested that participating customers had a remarkable

concern for the environment, reflected in their decisions with respect to banking, but were

not ready to bear the burden of the cost that may result from environmental protection. The

research used a questionnaire15, and also included a literature review on the relationship

between customers’ attitudes and environmental concerns.

12A questionnaire was distributed to key groups: customers, depositors, branch managers, employees, Shariah
advisors, regulators (Central Bank officers) and local communities. The conclusion: social responsibility is
part of the Islamic banking system in Malaysia by virtue of the requirements of Islamic Shariah.
13 Al-Ajmi et al. (2009), analysed 655 questionnaires returned completed from 1000 distributed.
14 Dusuki and Abdullah’s (2007) study used questionnaires to collect responses from 750 participants in 52
different branches of Islamic banks. In addition to factors like financial reputation and quality of service, the
results reflect a deep interest by participants in the level of social responsibility practiced by Islamic banks.
15 The questionnaire targeted banking customers visiting different branches of banks in Istanbul.
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Poolthong and Mandhachitara (2009) also confirmed a direct correlation between

customers’ trust of banks and social responsibility. The study investigated the impact of

social responsibility initiatives on service quality and brand effect, as well as the trust

element, from retail banking customers’ perspectives in Bangkok. The study pointed out

the importance of giving more attention to stakeholders besides shareholders, to foster

sustainable development in banking.16 The results evidenced a positive relationship

between social responsibility initiatives and perceived service quality.

Narwal (2007) also focused on the financial implications of social responsibility. The study

set out to examine empirically the determinants of corporate social responsibility initiatives

in Indian banking, and the extent such responsibility may aid bank performance. The

results indicated that banks seem to be interested in factors such as health, environmental

marketing and customer satisfaction and education. This elucidated that the banking sector

in India has a positive approach towards corporate social responsibility as a key element in

determining their general performance. It should be noted that the researcher reached such

results by using statistical analysis of data collected by a questionnaire administered to 33

public/private banks in the sector.

Studies by Barako and Brown (2008), Khan et al. (2009), Khan (2010) and Hinson et al.

(2010) focused on social disclosure in the media communications of the banking sector.

Barako and Brown (2008) investigated corporate social reporting disclosure, and gender

and board representation in Kenyan banks. A disclosure index was used to investigate

reporting practice in the annual reports of 40 Kenyan banks. Using that method and sample,

the researchers tried to examine the views of many participants/stakeholders, including

women. The study confirmed that “the level of disclosure of social information disclosed

16 The study adopted a closed-end questionnaire generating 275 bank customer responses in Thailand,
including males and females.
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by Kenyan banks is very low…In particular, banks do not disclose important information

relating to recruitments, employment of special groups, assistance to retiring employees,

employees productivity and turnover” (Barako and Brown, 2008, p.320).

In the Indian subcontinent, Khan et al. (2009) and Khan (2010) carried out separate studies

in Bangladesh. The first investigated key stakeholders’ perspectives on social

accounting/reporting within the banking sector in Bangladesh using two different methods,

content analysis and questionnaires. Content analysis was used to investigate the disclosure

in annual reports of 20 banks listed on the Dhaka Stock Exchange. The purpose was to

explore non-financial disclosures in these reports. Further, a questionnaire was distributed

to key stakeholders to evaluate their understanding of annual reports. Results reflected that

in terms of non-financial disclosure in annual reports, there is not much information

available. The study also considered that stakeholders in these banks are looking forward to

more social information in these reports. In general, authors inferred that the level of

disclosure is less than what stakeholders would like to see. However, the study showed that

banks focused mainly on human resource disclosure, while some banks disclosed their

contribution to social activities in the community.

Khan (2010) used content analysis to explore social information in annual reports for the

period 2007-08. The sample was all private listed commercial banks in Bangladesh. The

study explored the potential effects of corporate governance elements on CSR disclosures,

the extent of women’s representation on the board, and its relationship to the level of

disclosure. Findings showed that the level of social disclosure is not associated with

women’s representation on the board. Another finding of the study was that social

disclosure is not formally required, yet the research found ‘really impressive’ CSR

disclosure. The research highlighted that Bangladeshi banks gain their legitimacy through
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involvement in society, extending their social responsibility towards education and health

sectors.

Hinson et al. (2010) investigated 16 banks’ websites in Ghana to explore banks’

communications regarding CSR programmes and intentions. Findings of the research

suggest that corporate websites do not contain sufficient information regarding CSR

activities. Moreover, the study shows the poor CSR communication in banks’ websites.

The result that has attracted attention is that the best banks that had won CSR awards in

Ghana were those that were the worst in CSR communication. Also, findings showed that

foreign banks with rich international experience have poor CSR communication in their

websites. It should be noted that the sample was banks’ websites only, and the reason for

the lack of disclosure may be, as stated by the authors: ‘banks operating in developing

economy contexts might still not have fully grasped the importance of the Internet in

positioning themselves internationally’ (Hinson et al., 2010, p.514).

Al-khater and Naser (2003) conducted a study in Qatar attempting to investigate users’

perceptions of corporate information and accountability. The users whose perceptions were

of interest included bank officers, academics, external auditors and accountants. A

questionnaire utilising a five-point Likert scale was distributed to a selected sample to

investigate their response regarding the importance of the accountability notion, especially

in terms of the possibility of including social information in the corporate annual report.

Most responses agreed with the view that social information should be included in the

report. Also, to oblige organisations to disclose such information, the participants

recommended that necessary legislation should be enacted.

In a study on an African country, Nigeria, Achua (2008) argued that corporate social

responsibility was a priority to achieve stability following Nigerian banking reforms. The
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author argued that the banking sector should consider all stakeholders’ needs.17 The study

discussed globalisation’s impact on the banking sector. The findings demonstrated that

banks should consider stakeholders in their policies. The study also confirmed banks

should use their economic power and position for broader social goals by acting

responsibly towards society, considering ethical behaviour, adopting transparency, and

accountability. The study also suggested that for effective reforms, corporate social

responsibility should be part of a bank’s report.

Al-Marri et al. (2007) conducted a study of the banking sector in the United Arab Emirates

(UAE) to investigate management success factors. Among many factors, corporate social

responsibility embodied one of the significant factors in the critical success of total quality

management. To reach this result, the authors relied on questionnaires distributed to 250

banks in the UAE.

Studies in developing countries regarding the social accounting and responsibility of the

banking sector remain limited. For Barako and Brown (2008, p.320), this is because of ‘the

sector’s more stringent regulatory regime’. Very few studies have considered social

accounting in the banking sector. In these few studies, issues such as the role of banks in

social welfare and developing the national economy were scarcely considered. Moreover,

most studies focused on social disclosure for key stakeholders having a clear link with

profitability, notably the shareholders. This reflects the dominance of mainstream, counter

radical, social accounting. Also, the historical and legal background of these countries and

their impact on social responsibility practices, were also scarcely considered, if the

historical experience of these countries could explain to a large extent the social practice of

banks. It could also be noted that the social accounting and responsibility studies in the

17 The researcher reviewed corporate social responsibility literature and the policies that were adopted in the
Nigerian banking system.



84

banking sector rely mainly on questionnaires and content analysis/disclosure index,

alongside literature overviews. None of them used interviews of stakeholders to gain a deep

understanding of social accounting and responsibility.

3.3.1.2 Part 2: Studies Focused on Social Accounting and Responsibility in the Arab

Middle East and North Africa

Few studies were conducted in AMENA regarding social accounting and responsibility

(Ugur and Erdogan, 2007). These studies focused in general on social responsibility

disclosure, motivations for social responsibility and factors influencing social accounting.

In separate studies, Abu-Baker and Naser (2000), Naser et al. (2003), Naser et al. (2006),

Kamla (2007), Rizk et al. (2008), Salama (2008), Hossain and Hammami (2009), and

Rahahleh (2011) investigated social accounting and responsibility in different Arab

countries. Abu-Baker and Naser (2000) carried out a study on several sectors, including

banks, to investigate the level of social reporting in 143 sample companies in Jordan.18

Content analysis was used to extract information from the annual reports. Findings

reflected that companies in Jordan do not provide much social information in their annual

reports. This is especially the case in the banking sector, where the social information

provided related to financial transactions, and was thus limited to the conventionally

assumed interests of shareholders, potential investors and creditors. Naser et al. (2003)

scrutinised the perception of corporate reporting users to corporate reporting in Kuwait.

Although aiming to investigate corporate reporting in general, the study’s results drew

attention to the type of information required by specific groups with a financial interest.

The study considered investors, credit officers, financial analysts, auditors and

stockbrokers. The result suggested that those users show little interest in broader CSR

18 These, according to the authors, represent 83% of companies listed on the Amman Financial Market.
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information. The authors reached this result among others after surveying the perspectives

of eight different stakeholder user groups in Kuwait using a questionnaire.

Hossain and Hammami (2009) used a disclosure index to investigate voluntary disclosure

in the annual reports of 25 listed firms on the Doha Qatar Securities Market. Seven of these

corporations were banks. Findings reflecting social disclosure themes are present in the

reports. Naser et al. (2006) used content analysis to examine the annual reports of 21 (95%)

of the companies listed on the Doha Stock Exchange in Qatar. The sectors included

banking and finance, insurance, manufacturing and services companies, for 1999/2000. The

aim was to explore the extent of voluntary corporate social disclosure. The findings suggest

that this disclosure was less than expected (33% of companies). Further, the results

indicated the difference in corporate social disclosure associated with company size and

market capitalisation. The authors inferred from their results that large companies might

wish to appear more responsible, being the more visible, having greater opportunities to

obtain loans and hence being under more public pressure. An interesting and notable

finding was that financial and non-financial companies have approximately the same level

of disclosure.

Considering further the appreciation of a Middle Eastern perspective, Kamla (2007)

explored, in an extensive study, especially in terms of the regions covered, social

accounting manifestations in nine Arab countries: Saudi Arabia, Kuwait, Qatar, Bahrain,

Oman, United Arab Emirates (UAE), Syria, Jordan and Egypt. A further objective of the

study was to determine the extent to which accounting practice in these contexts was

influenced by the Western system and experience. Thus, the author initially reviews the

impact of the Western occupation and Islamic culture on these countries. Content analysis

is used to explore the annual reports of 68 companies in these countries. Using a critical
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and postcolonial perspective, the study concluded that there was no significant difference

between CSR practices in these countries and western countries, such as the UK, in terms

of employees’ disclosure. Issues relating to employees and the community were more

frequently found in reporting than issues related to customers and the environment.

In the Egyptian context, Rizk et al. (2008) and Salama (2008) conducted separate research

studies in social responsibility reporting. Salama (2008) focused on online social reporting

to all corporate stakeholders. Content analysis was utilised to assess social reporting in the

selected sample, which included 16 Egyptian organisations with online reports or websites.

The research results reflected that a significant proportion of companies in the construction

sector were interested in disclosing social information, while companies in other sectors

were less interested in disclosure. The author arrived at the overall impression that

Egyptian companies’ responsibility towards the community is far less seriously considered

than it should be. Besides, the author attributes reasons for the lack of disclosure to the

absence of legislation, as well as a lack of public awareness.

Rizk et al. (2008) examined practices of social and environmental reporting in the Egyptian

context, surveying environmental reporting practices in a sample of 60 annual reports for

the financial year, 2002, in nine industrial sectors. The results confirmed that there were

some differences in the social and environmental disclosures of Egyptian companies. In

Jordan, Rahahleh (2011) also reviewed environmental reporting. He discussed the factors

promoting adaptation of environmental accounting in Jordanian industrial cooperation

companies. As the researcher noted, Jordanian companies are reluctant to disclose

environmental information in their annual reports. The study mainly relied on a

questionnaire distributed to the financial managers and accountants of 89 Jordanian

industrial cooperation companies. It recommended raising awareness among accountants
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and managers and that government should encourage firms to consider environmental

accounting through endorsing binding legislation for incentives and tax exemptions to

encourage the practice. Also the study recommended training accounting personnel and

issuing accounting standards guidance in respect of environmental issues.

Ararat (2006) and Emtairah et al. (2007), in separate studies investigated motivations for

CSR. Under the auspices of The International Institute for Industrial Environmental

Economics, Sweden, Emtairah et al. (2007) carried out a study of social responsibility in

Saudi organisations. The study aimed to understand the motivations behind corporate social

responsibility in the Saudi context from the private sector perspective. Further, another

target of the study was to determine the level of corporate social responsibility in Saudi

companies. Interviews were used and the sample was the top 100 Saudi companies. A

striking result was in claiming that Saudi companies seem more responsible than is

reflected by the media. The authors attributed the reason to the low level of social

disclosure regarding corporate social responsibility.

Ararat (2006) conducted a study on a large number of countries in the Middle East and

North Africa. This study adopted the approach of compiling a collection of papers, which

had been prepared by people working and living in their own countries in the Middle East

and North Africa. These papers were presented in a workshop organised by the New

Jordanian Research Centre. The workshop was about strengthening corporate social

responsibility in entities located in the Middle East and North Africa, and so reviewing

these papers represents a research method. It may be noted that cultural and traditional

characteristics are similar across these contexts. This study may help detect common

elements that define social responsibility in that area. Among the main conclusions of the

research are the motivations behind adopting CSR, since they differed from country to

country as table 3.2 shows.
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Country
Motivation

Turkey Morocco Egypt Palestine Jordan Lebanon

Improve the investment / /
Increased international and local competition / / /
International business relations; / / / / / /
International Codes of Conducts / /
Comply with International Standard / /
Government; new laws and regulations / / / / /
Improvement of existing laws and regulations / /
Relations with European Union / / /
Consumer preferences / / /
Activism of Global Civil Society Organisations / /
Awards and ratings /

Table 3.2 Motivations behind CSR (Ararat, 2006)

The results include that globalisation significantly impacts on corporate behaviour. CSR is

driven by business needs and political choice rather than by societies’ needs and wants.19

Study findings reflected the incomplete role of women, so it suggested considering

women’s role in social life.

Other studies in AMENAN countries explored different themes related to social accounting

and responsibility (Hourani, 2006; Rahahleh and Sharairi, 2008; Rettab et al., 2009;

Charbaji, 2009). In Lebanon, Charbaji (2009) examined the extent of the obligation

regarding the principles of corporate social responsibility in the context of globalisation.

For that purpose, a questionnaire was distributed to a sample of employees with university

degrees, encompassing 278 of those working in the public and private sector in Lebanon.

Results reflected stakeholders’ beliefs that globalisation and a growing sense of corporate

social responsibility were contributing to the formation of a new ‘Arab identity and culture’

(Charbaji, 2009, p.385). In the United Arab Emirates, Rettab et al. (2009) examined the

link between CSR and corporate performance, using survey data from 280 companies

working in Dubai. The findings suggest that employees’ commitment to corporate

reputation and financial performance have a positive relationship with CSR activities.

19 The researcher reached the results by examining corporate social responsibility and using Carroll’s and
Hofstede’s analytical frameworks.
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Hourani (2006) wondered why corporate social responsibility may be an important and

decisive factor in the Arab world. In this regard, the author focused on the role of the

private sector in enhancing such responsibility. Later he found that the responsibility

consideration depends on several factors, including the nature of regional and economic

development as well as external factors such as globalisation’s requirements. These factors

for the author may assist in developing the responsibility concept by facilitating the

upgrading and improving of corporate management so that it is more accountable and

transparent. Also, the author considers responsibility as a collective effort, where each

corporation and government, as well as civil society, has a role to play in improving the

level of responsibility. Besides, the author stresses the need for a regional vision of

responsibility. To obtain data, the author reviewed social initiatives adopted by the private

sector in some Arab countries, including Egypt, Jordan and Lebanon. The author concluded

that corporate social responsibility should be in accordance with a systematic policy, not

just a reaction due to the pressure of local or international forces or a problematic public

relations campaign.20 Among the recommendations that came out was the need for a

committee under the highest authority in the organisation to deal with corporate social

responsibility. Rahahleh and Sharairi (2008) depended on an analytical and descriptive

approach in endeavouring to identify the extent of social accounting application in the

qualified industrial zones in Jordan. The study sample comprised 107 companies for 2006,

and questionnaires were distributed to all of them. Statistical analysis was applied. The

study concluded that there is a kind of social accounting application in some companies

but: ‘There is no adequate recognition of the concepts of social responsibility accounting’

(p.15). The authors go on to recommend that the necessary legislation should be enacted to

impose social accounting practice on organisations. Again, despite the rich historical

20 This is consistent with the notion of designing a social accounting system that is integral to this thesis.
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experience of AMENA countries, most studies ignored the history of those countries. Some

have clearly indicated globalisation’s impact on social accounting and responsibility

(Hourani, 2006; Ararat, 2006; Charbaji, 2009). Others have indicated the law’s impact on

the level of social accounting and responsibility disclosure (Salama, 2008; Rahahleh and

Sharairi, 2008; Rahahleh, 2011). Interviews to get information and/or engage in dialogue

with stakeholders were rarely used.

3.3.1.3 Part 3: Studies Focused on Social Accounting and Responsibility in Other

Developing Countries

It would be appropriate to start from a relatively new study that focused on the region

rather than a specific national context. This study used a descriptive approach to describe

the CSR that had actually manifested in developing countries, as well as uncover drivers

behind corporate social responsibility. Visser (2008) classified the literature on CSR in

developing countries into several categories: economic, philanthropic, legal and ethical

responsibilities. The author relied on a review of previous studies as a research method. In

conclusion, the author proposes a model of CSR in developing countries. The study’s

results reflected that CSR did not take a specific form or content. Visser (2008) divided

drivers behind CSR into two: internal pressures within the country and external pressures

from global organisations. Notwithstanding, the study reflects a general perspective of

corporate responsibility in developing countries, but still generalizes results for all

developing countries, which remains a matter that needs to be reconsidered, especially

where there are many factors differentiating those countries, such as culture and tradition.

Other studies regarding social accounting and responsibility in developing countries are

collected and classified into Table 3.3. In the table, different studies on developing

countries are considered to complement prior studies in the banking sector and AMENA.
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Table (3.3) List of Selected Previous Studies in Developing Countries

N Region/
Country

Themes Method and Sample Significant Findings Authors and
Year

1
Different

developing
countries

Corporate social responsibility,
standards and regulation.

As method the author reviewed literature on
developing countries. Also related studies
‘Social Responsibility Standards and Global
Environmental Accountability’.

Outcome confirmed the importance of international
standards in strengthening corporate social
responsibility.

Murthy (2007)

2
Developing

Asian
countries

The role of business organisation in
society and human rights.

Thorough review of literature such as UN,
1948. Universal Declaration of Human
Rights. United Nations and World Bank
Group.

Study promoted the role of CSR in linking the
profit motives of market economics and social and
ecological responsibilities, including human rights.

Abeysuriya et
al. ( 2007)

3

Malaysia

Discovering the relationship between
financial and non-financial
performance, by comparing the
average returns of monthly profit in
companies, which do not consider
CSR and others.

Using content analysis, also sample
comprised 100 companies in Kuala Lumpur
Stock Exchange Composite Index.

The result of the study showed that there is no
evidence of the link between financial performance
and non-financial performance in Malaysia.

Ramasamy et
al. (2007)

4

To investigate the Malaysian publicly
listed companies’ commitment to
provide an account of how to manage
environmental performance and their
link with ISO 14001 certification.21

Content analysis is used on annual reports of
top 50 Malaysian organisations listed on the
Bursa Malaysia in the 2003financial year.

Results confirmed the lack of environmental
information. The results show that 36 of 50
companies provide some information regardless of
environmental performance in their annual report.
Also from these 36 companies, 13 of them comply
with ISO 14001certification.

Sumiani et al.
(2007)

5

Examining the extent, nature and
motivation behind environmental
disclosures, and the reasons for such
disclosure in the Malaysian context.

Two methods for different purposes. They
used content analysis of annual reports for
environmental disclosures. A questionnaire
survey was used to determine the reasons for
disclosure.

Findings showed that the level of environmental
disclosures was very low. From annual reports
most, companies in the sample are not interested in
disclosing environmental issues.

Ahmad and
Sulaiman

(2004)

21 ISO 14001 is an environmental management system aimed at assisting entities in enhancing their environmental performance.
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Table (3.3) List of Selected Previous Studies in Developing Countries (Continued)

6
Malaysia

and
Singapore

To determine the extent of interest
in corporate social disclosure of
foreign and local companies in

Malaysia and Singapore.

Survey as a method to examine 119 sample
companies in the year ending December,

1983

The results indicated that corporate social disclosure was
related to companies’ size, whereas the larger foreign

companies were more interested to provide social
information than smaller local companies.

Andrew et al.
(1989)

7

Bangladesh

Examining the relationship
between social and environmental
disclosure and several corporate

attributes

Disclosure index used on annual reports for
2002-2003 in companies listed on the

Dhaka Stock Exchange.

The study infers that due to its voluntary nature, social
and environmental accounting is not much attended to by

companies in Bangladesh; this is in spite of large
companies being more interested to report than other

companies.

Hossain et al.
(2006)

8

Examining the social accounting
practices of a small sample of
multinational corporations in

Bangladesh

Content analysis was used to obtain
information from annual reports of 17

prominent multi-national corporations and
large locally-based firms operating in
Bangladesh, including in the banking

sector.

Results suggest that entities covered by the sample
pursue social and environmental reporting due to various

reasons including the ethical.

Quazi et al.
(2007)

9

China

Examining how national and
international companies working

in China are managing their social
responsibility.

Content analysis conducted of websites,
focused on a sample of 100 Chinese

companies and 44 global companies, all of
them having Chinese-language websites.

Results suggested that companies working in China were
conducting CSR as the result of ad hoc philanthropy,
strategic philanthropy and ethical business conduct.

Tang and Li
(2009)

10 Exploring corporate social
responsibility practices in China

Interviews in various sectors involve:
manufacturing, finance, and primary

produce sectors

Results confirmed that most corporate social
responsibility covered the three domains of responsibility

– fiduciary, environmental, and social.

Ewing and
Windisch

(2007)

11
Exploring the influence of culture

on corporate disclosure.
Disclosure index method is applied to the

2003 financial report of 120 listed
Chinese’s companies.

The result reflected that there is some change in China’s
culture. The findings showed that listed companies have

more disclosure in stakeholders’ interest and workers
issues.

Qu and
Leung
(2006)

12 Thailand

The level of social and
environmental accounting practice

in Thailand and reactions of
accountants

Using a questionnaire and interview as
research methods.

Study confirmed that there were positive attitudes among
accountants and auditors to environmental issues in

Thailand reflected in the development of social
responsibility.

Kuasirikun
(2005).
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Table (3.3) List of Selected Previous Studies in Developing Countries (Continued)

13 India

Enquiring into the extent to which
anti-environmental activities may
affect the economic development

in the nation.

The literature review represents
the research method as well as
content analysis of some Indian

companies.

Results reflected the inadequacy of information in environmental
reporting. Authors attributed the poor information to a lack of

public awareness and the absence of the necessary local standards.

Alok Kumar
et al. (2008)

14 Turkey

Exploring corporate social
responsibility and how to conduct

ethical business in Turkish
companies

Questionnaire survey of 30
sample companies working in

Turkey

The results confirm that the stakeholder concept is not well
understood by Turkish companies. Companies think stakeholders

should not interfere in the affairs of the company. In addition,
companies do not consider customers as stakeholders.

Ararat and
Göcenoðlu

(2006)

15 Iran

Exploring corporate social
responsibility from stakeholders’

views in Iran. The extent of
understanding of CSR by different

groups.

A five-point Likert Scale
questionnaire was adopted as a

research method. It was
distributed to six different groups

representing stakeholders of
businesses organisations.

Although the results showed that there is some kind of attention to
CSR, the level of attention was less than expected, while each group

sees CSR from its perspective.

Salehi and
Azary
(2009)

16 Indonesia

Examining the role of a regulator
in promoting CSR, and how to

use the regulator to enhance
accountable CSR reporting

Reviewing Indonesian
Corporation Law No. 40 of 2007,

as the regulator of CSR, as a
research method.

Writer inferred that government role can be strengthened by using
CSR regulations imposed by law. Although, he believes that

business competitiveness may be constrained as a result of too
much regulation on CSR. However, in general, the level of CSR in

the Indonesian environment less than expected.

Utama
(2009)

17

Context of
Latin

America
Brazil,

Colombia,
and Bolivia

Examining CSR development,
followed by a description of key

stakeholders.

Interviews and questionnaires
were carried out with various
types of stakeholders, such as
academics, exporters, NGOs,

government, the private sector,
civil society and media.

The study concluded that in spite of each country having its own
particularities in terms of CSR, results can be generalised to other

countries in Latin America. Also, the study confirmed the
significant role of the media, NGOs, universities and government as

key stakeholders to regulate and promote CSR in entities.

Desy et al.
(2006)

18 Mexico

Corporate social responsibility
performance examined across the

domains of the environment,
labour and the community.

Questionnaire survey of
companies in the Mexican auto

industry.

The result found out that CSR performance in emerging markets are
developed significantly more than ever

Muller and
Kolk (2009)
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Studies in other developing countries discussed wider issues than those discussed in

AMENA countries, including, e.g., the role of business organisations in society and human

rights, and the role of a regulator in promoting CSR. However, some issues still associated

with social accounting and responsibly did not get enough attention, e.g. the role of civil

society and the political system in a country. Also, the contextual mechanism to develop

social accounting and responsibility in those countries was not discussed enough.

3.3.1.4 Part 4: Studies Focused on Social Accounting and Responsibility in the Libyan

Context

Compared with developed countries, studies on developing countries regarding social

accounting and reporting seem to be quantifiably lower, as is particularly clear regarding

studies on the Middle East and North Africa (Ugur and Erdogan, 2007). Also, Libya is far

worse here than many other developing countries, as there are very few studies on social

accounting in Libya. The studies are limited to Ahmed (2004); Ahmed and Gao (2005);

Mashat et al. (2005); Pratten and Mashat (2009); and, Ahmad and Mousa (2010).22

Ahmad and Mousa (2010) used content analysis of the reports of Libya’s 18 largest

industrial companies over the period 2001 to 2007 to investigate environmental disclosure.

The study focused on the period after Libyan environmental law No. 15 of 2003 was

issued. Study findings showed that the quantity and quality of reporting developed over

time, but remain less than expected. In a previous study, Ahmed and Gao (2005) concluded

that there was scarcity and insufficiency in corporate environmental disclosure in annual

reports of Libyan industrial companies. Comparing between the two studies, it can be seen

that the 2003 Libyan environmental law contributed to developing the quantity and quality

22 This research considered social accounting and responsibility studies in the English language.
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of environmental reporting in Libyan industrial companies. Mashat et al. (2005) explored

corporate social and environmental disclosure using a questionnaire of 438 participants,

including external auditors, financial managers, academic accountants, bank credit officers

and government officials. Participants deemed disclosure of socio-economic benefit

insufficient and wanted more. In practice, disclosure was limited to particular stakeholders.

The authors suggested that social responsibility should be mandatory.

Pratten and Mashat (2009) examined the extent to which corporate social disclosure in the

Libyan context was in line with Western practice. Two different methods were used to

distinguish Libyan characteristics in the social accounting field. Content analysis was used

to determine the level of social information disclosure in the sample. The sample included

annual reports of 56 Libyan companies. A questionnaire was used to examine attitudes of

different groups towards corporate social responsibility. These groups included academic

accountants, financial managers, government officials, bank credit officers, and external

auditors. The findings, however, can be divided according to sources of information

analysed. All respondents confirmed that companies concentrate mainly on disclosing the

financial in their reports, such as tax information, information to investors and data to

facilitate financial transactions. The participants concur that stakeholders have a right to

reach and obtain non-financial information in spite of the absence of such information.

Also they attribute that absence to the deficiency of appropriate legislation, as well as the

failure of managers to adopt social accounting. On the other hand, results obtained from

analysis of the annual reports indicate some social information, especially that related to

employees, yet the information regarding environmental issues did not exceed 21%, in the

best case. In general, the authors noted that the amount of space devoted to social issues in

annual reports was increasing from year to year. Nevertheless, the level of disclosure was

varying according to stakeholders as well as from sector to sector. However, the authors
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concluded that CSR disclosure is different than that found in the West. The authors argue

that what makes the disclosure different is the socialist ideology and Islamic principles.

Thus, companies in the West need to satisfy stakeholders and shareholders to increase

profit, while, in Libya ‘there is no obligation for any firm to create profit’ (p.313). Such a

conclusion reflects the time of the empirical study, where the public sector was dominant.

The authors studied 56 companies, where only three of them were private, and four were

mixed, i.e. government and private sector. This means that the research focused on

government companies. In Libya, latterly, there has been greater openness, privatisation

and more foreign companies, a context which may yield different results.

Ahmed (2004) examined corporate environmental disclosure of Libyan companies. Content

analysis was used to determine the level of disclosure in annual reports, while

questionnaires were used to explore managers’ attitudes towards environmental

information. Findings showed a low level of social and environmental disclosure in annual

reports of Libyan industrial companies, if we exclude some information in those reports

regarding health and safety. The results show the positive attitude of managers about the

need for environmental disclosure. This reflects a gap between their perceptions and

performance - there was a difference between managers’ perceptions in supporting the

disclosure and weak disclosure in practice. The author attributes that to lack of experience

and qualifications of those managers.

From previous studies in social accounting and responsibility in the Libyan context, it can

be noted that historical studies on Libya, including on the periods of colonialism and post

colonialism, have been neglected. Although most of these studies reviewed the historical

and colonial era in Libya, they did not use Libyan history theoretically or in practice, in

interpreting results. Ahmida (2005, p.16) reported that we should start to:
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“…rethink the history of colonial and nationalist analyses of modern
Libya...critique…current scholarship on Libya, which focuses on Qadhdhafi—ignoring
Libyan society and culture—and argues that, under colonialism and postcolonialism,
Libyan society confronted contradictions of modernity, genocide, the nation-state, and
alienation”.

Further, Libyan laws, regulations and ideology were not considered in previous studies in

the context of highlighting the gap between these and practice. Those studies mentioning

laws and regulations did not highlight this gap. Also, most of these studies inferred that the

dominance of the public sector indicated that profit was not a priority for them. However,

the status quo has been changing in recent times, with openness, privatisation, a stock

market, and the presence of foreign companies. Other important factors, such as lack of

democracy and absence of civil society organisations, did not receive enough attention due

to the sensitivity of these topics.

3.4 Discussion and Conclusion

The discussion aimed at highlighting gaps in the literature on social accounting and

reporting in developing countries in general and the Arab world and the banking sector in

particular. The introduction to this chapter started by defining social accounting and related

concepts, as well as their relationship to each other. Social accounting/responsibility is

based on the relationship and interaction among three main elements. (1) Agency/director:

the person/group with a duty to provide information to all interested parties, taking into

account the interests of all parties. (2) Principal/stakeholders: a group of people who affect

or are affected by the organisation. Therefore, they are interested in knowing the nature of

the company’s activity. (3) An account/information: the account that could serve all parties

(Gray et al., 1996). Further, this account includes financial and non-financial information

(economic, social and environmental). Social accounting and related conceptions discussed

here are not mutually exclusive. They can be seen as complementary and integral to each

other. They involve economic, social and environmental concerns.
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The diversity of terms and expressions in social accounting and reporting is apparent in the

social accounting/responsibility studies reviewed. Social Accounting is the generic term,

yet few studies used this term, while the terms social reporting or social disclosure was

widely used in most studies. Further, the term sustainability reporting received less

attention. Sustainability suggests a long-term view and considers the environmental

dimension (Roberts et al., 2008). However, some sectors such as service and financial

sectors see their environmental impact as minimal compared with industrial sectors

(Beckett and Jonker, 2002; Milne and Gray, 2007). One can claim that most of the terms

mentioned above seem to some extent synonymous with each other, in terms of taking into

account profit, people and the planet (3BL).

A literature review of social accounting and reporting indicates that the practice varied

between countries, and within countries, and also varied from sector to sector (Mathews,

1993; Kurihama, 2005; Ararat, 2006; Desy et al., 2006; Achua, 2008; Pratten and Mashat,

2009).23 Attempts to generalise results here may have been unfair, if we take into account

that social accounting varies according to location, not to mention that some samples in

previous studies were very small (The World Bank, 2007). E.g., Visser (2008) issued a

general conclusion on social responsibility in developing countries, while his sample

included only two African countries out of 53 countries. However, this does not undermine

the significance of the research, which has indicated external and internal motivations for

social responsibility in developing countries.

Moreover, a study of a large region may not give the same quality of contextual results as a

study in a particular country. E.g., a study conducted generally on Islamic banks concluded

that their social performance did not comply with social accounting and responsibility

23 See other studies in developed countries such as Trotman and Bradley (1981), Roberts (1991), Deegan and
Gordon (1996), Gray et al. (1996), Adams and Harte (1998), and Kaya and Yayla (2007).
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principles, as ‘social issues are not of major concern for most Islamic banks’ (Maali et al.,

2006, p.285). Another study by Dusuki and Dar (2005) for the same purpose, but in a

specific country, Malaysia, confirmed that Islamic banks comply with the principles of

social accounting and responsibility in Malaysia from stakeholders’ perspectives. This may

indicate that researching a specific context could provide more refined results.

Very few studies considered historical background of developing countries, and the impact

of postcolonial or Western values on accounting disclosure and practice (Ahmad and Gao,

2004; Bakre, 2004; Dusuki and Dar, 2005; Kamla, 2007). Dusuki and Dar (2005, p.393)

have a different view, arguing that despite the differences between the Western values and

principles of Islamic banks, the banks can take advantage of ‘Western theoreticians and

international bodies’ in CSR, as the researcher saw most of them as consistent with the

teachings of Islam. An issue that should gain attention in the social accounting literature is

the impact of globalisation and postcolonialism on social responsibility in developing

countries - see Estes (1976), Boyce (2000), Gallhofer and Haslam (2003; 2006) and

Unerman and Bennett (2004). This issue has not received much attention in previous

studies. Studies such as Ararat (2006), Hourani (2006), Kamla (2007), Murthy (2007),

Viseer (2008), Achua (2008), Tang and Li (2009) and Charbaji (2009) have devoted more

space to globalisation’s impact, but other studies have substantially ignored it. E.g.,

Charbaji (2009, p.385) concluded that as a result of globalisation: ‘Lebanese managers and

employees are beginning to form a “new” identity and culture’. Also, it could be argued that

the type of sample influences the result of the study. Pratten and Mashat (2009) concluded

that CSR in Libyan companies was different to CSR disclosure in the West. Their study

sample was 56 companies, 49 of them government owned (88%). Government owned

companies in socialist countries do not seek profit.
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Social accounting may be affected by the culture, which may be affected by globalisation.

Tools such as media education technology make people more informed and active about

developments. Since these tools are Western in origin, people in developing countries are

affected by Western values and thought. In terms of the impact of multinational companies

on social accounting, Viseer’s (2008) study concluded that even if multinationals pay more

attention to corporate social responsibility, they are doing this for their own purposes,

including aspiring to global status, but not a sense of responsibility. Also, the study showed

the priority issues of social responsibility in developing countries differ from those

concerns in developed countries, such as tackling HIV/AIDS, poverty alleviation and

improving working conditions. Khan (2010), on banks of Bangladesh, concluded that the

existence of foreign entities appeared to have an important implication in terms of

improving banks’ communication of CSR information. Another important conclusion that

can be drawn from those studies is that most of them use content analysis/disclosure index

and questionnaires to obtain results (Fig. 3.2).

The importance of content analysis/disclosure index is clear when using annual reports, a

key medium of corporate communication, as a source for getting results. An annual report

is a significant document for corporations to reflect their social image to be seen by a wide
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range of stakeholders (Gray et al., 1995b; Neu et al., 1998; Branco and Rodrigues, 2006).

But, whatever the findings, they reflect a one-sided view - the entity’s perspective, based

on reporting put out by companies (Roberts, 1991).

Content analysis (or disclosure index) could verify the existence or absence of social

information in annual reports; most studies reviewed here used annual reports as the main

media communications to explore the existence of social information. However, the

important role of stakeholders in the social accounting and reporting field is well known.

Such a role is not only a way to assess and compare the company’s disclosure, but also to

compensate for the lack of adequate disclosure. This prompts us to think if adopting

another method, such as interviews, can support and extend findings derived from content

analysis. Interviews are widely neglected; only four studies reviewed using interviews (see

Fig. 3.2). Interviews do not depend exclusively on the quality of the raised questions as

questionnaires do, but allow an interactive dialogue between interviewer and interviewee,

encouraging the participants to explain what they mean, and give deeper insights into

respondents’ perspectives (Kvale, 1996, 2007; Drever, 1995; Roulston, 2010; Gillham,

2000).
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From Figs 3.3 and 3.4, one can see that the banking sector has not obtained enough

attention in general, and in AMENA in particular. There were 23 studies in AMENA, with

only three of them exclusively on the banking sector.24 In the social accounting field,

AMENA have fewer studies compared with other regions. Ugur and Erdogan (2007)

showed that studies in the Middle East and North Africa represent approximately a half per

cent (0.05%) of all other studies, although countries in this region represent 12%. Lundgren

and Catasus (2000, p.188) reported that unlike many business organisations, banks have

been ‘highly governed by strict codes of practice’. These strict financial controls are

coupled with neglecting social issues. Education and professional accounting practices, as

well as globalisation tools, influenced firms’ actions, and led them to apply a Western

agenda working against the local interest (Held and McGrew, 2002). Few studies in the

Arab world or developing countries pay attention to the influence of external factors on the

local context, especially on the accounting system. These external factors include the

impact of globalisation, e.g. international institutions, and postcolonial changes.

Study on developing countries and social accounting/responsibility, especially in the Arab

Middle East, of which Libya is part, has been neglected. A main concern of studies of

accounting in the Arab world was in financial accounting and international standards, while

social accounting issues were widely ignored (Kamla et al., 2006). Considering developing

and Arab countries could give an opportunity to highlight their local communities’ voice

and make the local requirements visible. This voice has largely been neglected in Western

literature. One needs to consult with, and engage, our social actors in social responsibility

issues to consider our context and not exclusively rely on what pointers Western literature

provides. However, despite this, the Western literature reflects consideration of ethical and

24 The researcher sought to collect (as much as possible) studies regarding social accounting in the banking
sector in developing countries.
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social issues, yet most of these issues serve Western requirements and reflect Western

values by imposing ‘their ethical guidelines’ (Khan and Thomsen, 2011, p.74). Thus, social

accounting in developing countries tends towards the Western tendency (Gallhofer and

Haslam, 2003). Consequently, manifestations of social accounting have a repressive

tendency more so than an emancipatory one. As these were designed for service under the

pretext of social accounting, they might be more repressive than conventional accounting.

In this research, we argue that seeking possibilities of emancipatory change could

contribute to eschewing repressive dimensions of accounting in society.

In developing countries, studies confirmed the ‘continuity between the period of

colonisation and period of independence’ (Bakre, 2004, p.2). The colonial period is

prominent and important in the history of Arab countries, especially Libya, as the country,

as others, suffered from military and cultural imperialism for a long period of time. As was

mentioned earlier, most previous studies, especially in AMENA, do not consider the

historical background of the country under discussion. Yet, history is very important to

understanding the evolution and emergence of accounting, and to know current practices.

The reason might be that most of these studies in developing countries depend on

theories/approaches that suit developed countries. While these theories pay insufficient

attention to the socio-political, economic circumstances of developing countries,

additionally, they ‘have not paid enough attention to the various cultural and global

historical linkages’ of developing countries (Bakre, 2004, p.6). In the Arab world, the

colonial period is a key historical period. However, the colonial period has been replaced

by postcolonialism/globalisation. For many, globalisation is a continuity of colonialism. It

could be seen as another face of colonialism or a complement of colonialism. For Bakre

(2004, p.25), the world of ‘the developed capitalists’ has changed the paradigm from

colonialism to globalisation, which is ‘essentially another name to describe the current
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characteristics of postcolonial modern economic imperialism’. Kamla et al. (2006) reported

that despite globalisation, colonialism and imperialism have influenced and dominated all

aspects of Arab life; yet very few studies in the Arab world consider postcolonial theory.

Using postcolonial theory could enable understanding the status quo through a

‘retrospective reflection on colonialism’ (Said, 1986, p.45). In other words, postcolonial

theory is concerned with the extent that ‘the past shapes the present’ (Adanhounme, 2011,

p.92). Kamla (2007) focuses on social accounting and responsibility in Arab countries

using a postcolonial lens. The study is one of few studies that considered the colonial

period as a reference for analysis of social accounting/responsibility.

In the Western legacy, Libya was promoted or fostered in the postcolonial era and

globalisation. In Libya, the evidence indicates that the accounting profession and

accounting education had been created during the colonial period, and strengthened during

the postcolonial period by the adopting of Western curricula, and sending and training

students and staff to universities in the West. Moreover, accounting bodies in Libya

adopted international accounting standards rather than developing their own local

standards. All these factors and others (see chapter four) contributed to the consolidation of

Western values and neglected local considerations. Thus, it could be claimed that

accounting and social practice are influenced by Western thought and values established in

the postcolonial era. Relatively recently the impact of Western values and globalisation is

clear in the Libyan context. The Libyan government started the movement toward

privatisation, which affected all sectors, including banks.25 Most Arab countries including

Libya move towards privatisation and the free market, hoping to solve social and economic

issues (Kamla et al., 2006). In Libya, the most important manifestation of this trend toward

25 Several years ago, Libyan companies were mostly owned by the government, the competition factor being
absent. Also, there was no stock market in Libya. Thus, profit maximisation may not have been a priority for
these companies. Recently, there has been dramatic change in Libya with regard to these aspects.
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privatisation is the emergence of a stock market. In the stock market, banks represent 50%

of companies listed. These reasons make the need urgent for another study focusing on the

banking sector as a discrete case.

From previous studies of social accounting, the problem seems to be in conventional

accounting, which is adopted in most business organisations, including banks.26 In other

cases, adopting mainstream Western social accounting that reflects other values seems to

be dominant as well. In this thesis, the researcher argues that colonialism and

postcolonialism explain to a large extent accounting practice and disclosure. Conventional

accounting has substantively been mobilised as a repressive form of accounting to embrace

shareholders’ interests (Gallhofer & Haslam, 2003). Both conventional accounting and

mainstream Western social accounting do not reflect the emancipatory potential of

accounting. Another problem for those who practiced some social activities is the absence

of a social strategy for social accounting/responsibility in entities (Jamali and Mirshak,

2007; Achua, 2008). Some social activities in business organisations of Arab countries

come as initiatives from the administrations, not a part of a social responsibility strategy.

This is what Thibos (2009, p.40) argued: ‘Middle Eastern managers do not see or seek a

connection between their philanthropic activities and their corporate goals or strategy’.

Whatever steps and social initiatives towards society, adopting a clear policy and strategy

are crucial and necessary for social accounting and responsibility. Here, accounting is

conceived of as part of the strategy to change things, as well as being envisioned as a better

accounting in a better context (Gallhofer and Haslam, 2003, 2008).  We are trying to bring

about change, so that accounting/governance better contributes to social well-being. The

mobilisation of a variant of accounting information may well be integral to a strategy for

26 The main concern of accounting is shareholders’ needs, while we endeavour to promote accounting to
consider all stakeholders’ needs. These endeavours may lead to changing the accountants’ perspective
towards stakeholders.
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change (see Gallhofer and Haslam, 2003). From prior literature and theory, adopting a

strategy of social accounting on the base of 3BL could help accounting to shift from

repressive to emancipatory tendency.

3.4.1 Social Accounting Vision/Model for LCBs

Designing a social accounting system may help to enhance transparency and accountability

and make banks’ activities visible and public, thus shifting accounting from a repressive to

an emancipatory tendency. Such a design must be simple rather than complex, easily

applied and readily understood, working to alleviate constraints and exploit benefits. In this

section, a social accounting model is suggested to create a better world: in effect it reduces

Western dominance of accounting in LCBs (figure 3.5).

In fig. 3.5 the stakeholders are represented by circles indicates (To Whom) which indicates

who banks should be responsible to. The model is built on the triple bottom line concept.

The 3BL concept refers to the consideration of social, environmental and economic

responsibility. For banks, the social dimension is represented by customers, employees and

the community.

The environmental dimension could be viewed in terms of direct and indirect responsibility

in relation to environmental issues. The third dimension is economic responsibility, which

includes responsibility to investors, the State, the CBL and shareholders. Squares outside

the circles refer to (For What) what the banks are responsible for. In other words, what are

the priority issues of stakeholders that banks have to consider? This depends mainly on the

specific context so it should be flexible, because in a different context, there are different

requirements and different priority issues. We argue here that considering and meeting

these priority issues could contribute to boosting emancipatory potential.
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The priority issues can be known by the stakeholders’ level of engagement. However, in

the real world, banks may not be able to meet all the stakeholders’ requirements. It is even

the case that some stakeholders’ requirements are mutually exclusive. It could be argued

that whatever the banks’ efforts, without stakeholder engagement the banks’ action will

reflect only their perspective rather than society or the stakeholders’ needs. This does not

mean that the banks’ perspective is not important. It is very important for the purposes of

creating new initiatives. The researchers argue that three elements contribute to shaping

banks' responses: dialog and stakeholders’ views, the bank’s perspective and the State’s

role in encouraging and engaging banks to be responsible (collective responsibility among

entities, the State and society). According to this model, social accounting practice can be

described as the banks' responses to social, economic and environmental issues by adopting

a clear strategy and policy to all interested parties, as well by as engaging stakeholders and

considering (but not necessarily meeting) their priority issues.

As a result of the thesis methodology, the results and gaps in previous studies will be

considered as a guide for the empirical investigations of this thesis. Understanding social

accounting contextually could contribute to shift accounting disclosure and practice from a

more repressive to a more emancipatory tendency. In the next chapter and others, the

Libyan context will be considered along with many factors that might impact accounting

disclosure and practice, including the Libyan socio-cultural, political and economic

context, Libyan laws, regulations and socialist ideology especially that promote social

considerations, Libyan history including colonial experience with postcolonial

consequences in the accounting profession and accounting education in Libya and the

impact of democracy, NGOs and freedoms on social accounting.
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Chapter Four: Libyan Context

4.1 Introduction

In the Libyan State, commercial banks play an important role in economic growth and

social support. The Libyan government offered a package of laws and regulations that

encouraged banks to contribute to economic and social development. The most important

question is to what extent these laws and regulations were applied in practice in Libya. This

chapter presents a historical view of the social, economic and political context, including

giving some emphasis to the educational context, and analysis of the impact of these

factors upon social accounting and responsibility in the LCBs context. Based on the

assumption that social accounting is a contextual concept/construct, the researcher needs to

theorise and contextualise social accounting (Gallhofer and Haslam, 2003; Nielsen and

Thomson, 2007). Hence, the Libyan environment must be considered carefully, especially

the banking sector. Understanding the particular Libyan context could contribute to the

design of an accounting suited to the Libyan environment. This social accounting may be

more emancipatory than the traditional accounting described earlier. The chapter will

highlight the impact of imperialism on all life experiences of Libya. Consideration is given

to the nature of civil society, education, the banking sector and Libyan social laws and

ideology.

4.2 Libya: An Introduction to its Context

4.2.1 Geography and Population

Libya is located midway along the north coast of Africa. It is the fourth largest African

country; it is one-fifth the size of the USA, and about the size of the UK, Germany and

France combined. It is the fifteenth largest country in the world with an area of 1,760,000

square kilometres (OBG, 2008). Libya shares borders with four Arab countries -Tunisia,

Algeria, Egypt, Sudan- and two other African countries -Chad and Niger. However, 90% of
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Libya is covered by the Sahara desert and semi-desert, 0.2% of the country is covered by

forest and 77.9% of the population live in the urban areas (Financial Standards Foundation,

2010). The Mediterranean Sea and the Sahara characterise the Libyan climate as winter is

moderately cool and wet, while summer is hot and dry from April through to September

(Technology Integration Division, 2009).27 This helps explain why 90% of Libya’s

population live on the coast (10% of the country), one that has a length of 1,800 kilometres

(Metz, 1987). According to the 2006 census, the Libyan population was 5,298,152: 50.73%

male and 49.27% female. 75% of the population were under 35 years old, making for a

young population (Libyan State, 2009).

4.2.2 Religion, Socio-Cultural and Language

Islam represents the major religion in the country. 97% of the population adhere to Sunni

Islam. The religion also represents a cornerstone of government policy, if there are foreign

communities of Christians (OBG, 2008). Libyan people are strongly committed to religious

values; one fifth of the Libyan people have memorised the entire Quran (IslamOnline,

2009). Islamic Sharia/law dominates the relationship between members of society. Islam as

a religion has considerable influence on the culture of those people that embrace the

religion (Haniffa, 2002). These arrangements are reflected in the package of legislations,

which comes from the Holy Qur’an and Sunnah, delineating or prescribing how to organise

social life and responsibility among individuals, groups and institutions. The case is no

different in Libya than in other Islamic countries, where the Islamic religion has played a

significant role in shaping the culture, whether it deals with people or the nature of life.

27 The highest temperature ever recorded was in the town of Al Aziziyah, near Tripoli, as high as 58°C -
136°F (Metz, 1987; Technology Integration Division, 2009).
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Libyan society has a conservative nature. Considering the community is a holy duty for

every Muslim. For most Muslims, Islam is not just about the rituals of worship and prayer.

It requires being good when dealing with others. The roots of social responsibility exist in

Libyan culture and Islamic religion, which has an impact on people’s lives, so Islam

presents guidelines for life and promotes social practices. Islamic religious principles, such

as faith (aqidah), worship (ibadah) and morality (akhlaq), are stable and do not change with

time, because its principles are derived from the Qur'an and Sunnah, which is not subject to

change (Siwar and Hossain, 2009). As the Islamic religion shapes Libyan society and its

behaviour, it also shapes and guides the behaviour of corporations and banks. Islam has

kept its obligation to social responsibility alive for centuries, in order to create just and fair

societies. The principles and objectives of Islam can only be interpreted in the service of

social justice, thus accounting from an Islamic perspective could be seen as enabling for

radical betterment. Therefore, it could be claimed that Islamic teachings and values have an

emancipatory potential, as they promote moving society on towards better lives.

There is a strong relationship between language and religion in Libya, as is the case in

other Arab countries, as the Arabic Language is the language of the Quran (Magnarella,

1999). The Arabic language is the official language in the country, although, there are

some people who speak English and Italian - these languages along with Arabic being

‘widely understood in the major cities’ (Clark, 2004, p.1). Those who speak Italian are

typically from the older generation, those who lived through the period of Italian

colonialism. In the Italian colonial period, Italian language was imposed in schools, but

there were not many Libyan children attending these schools during the Italian occupation,

so the impact of Italian language ‘did not take root in Libya to the extent that French did

elsewhere in North Africa’ (Metz, 1987, p.4).



112

Both Islam and Arab nationalism have had a great role in shaping culture in Libya and

other Arabic countries: ‘This leads many authors to generalise their cultural studies on all

of the Arab countries’ (Abubaker, 2007, p.6-7). Influenced by Islam, Libyan culture

depends on strong social ties as a result of the fact that the Libyan community consists of

different tribes and families (Twati, 2006). Therefore, family, clan and tribe regulate the

relations between members of Libyan society and are widely respected; they also have

considerable influence in Libyan public life and have tended to override other obligations

(Metz, 1987). Moreover, as the friendship and the social and familial relations characterise

the pattern of life in Libya they also influence ‘fulfilling tasks in Libyan organisations’

(Abubaker, 2007, p.14).

4.2.3 Libyan Political History

Until Libya gained independence in December 1951, the Libyan nation had long suffered a

history of physical occupation and administration - for around 3000 years, including

occupation by the Greeks, Romans, Phoenicians, Ottomans and Italians (Wright, 1982). In

the modern history of Libya, the year 1911 represented the beginning of the period of

Italian colonisation. It represented also the end of the existence of Ottoman rule, which

spanned the period 1551-1911. Italian occupation in Libya was among the most deadly

colonisations in modern Libyan history, as the Italians had used armed force to occupy

Libya and make her part of Italy - the fourth Shore (Wright, 1982). Italy’s defeat in World

War II marked the end of its colonisation of Libya. After the 2nd World War, there was

British and French administration of the country (1943-51). In 1951, Libya gained

independence and became a capitalist monarchy (Kezeiri and Lawless, 1987), being

governed by King Idris AI-Sanussi (Library of Congress, 2005; Mireles et al., 2010). That
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era lasted until September 1969 when military officers seized authority and declared a

revolution, overthrew the monarchy and created a republican regime in Libya.28

Libyan map (4.1).Ancient Administrative Division of Libya
Published in Globalsecurity.org

Historically, Libya consists of three major regions: Cirenaica in the east, Fezzan in the

south and Tripolitania in the west, as the map (4.1) shows. Cirenaica and Tripolitania were

administered by the British Military, while Fezzan and a part of central Libya—part of

Tripolitania, were administered by the French Military (Wright, 1982; Globalsecurity,

2010). However, this Administrative Division no longer exists since the constitutional

amendment that happened in1963, which transferred the Libyan State from the United

Libyan Kingdom to the Kingdom of Libya.

4.3 Libyan Political Regime

Until September 2011, Qadafi was the longest serving non-hereditary ruler in the world; he

became the Libyan leader 42 years ago (The Economist Newspaper, 2011). On 02/03/1977,

the ideology of the State changed in a revolutionary way, and Qadafi issued a theory named

28 It should be mentioned that the first Republic in the Arab world was declared in Misrata city, namely the
Republic of Tripoli in 1918 by Ramadan Sowaihili, one of the leaders of Jihad against the Italians.
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‘The Green book’: by that theory any type of presidential or parliamentary elections were

prohibited. Also on that date the official name of Libya became the Socialist People’s

Libyan Arab Jamahiriya. It should be mentioned that Qadafi’s military coup in 1969

abolished the existing constitution, which was during the Kingdom reign. In 1970, Qadafi

promised to draft another constitution for a republican regime (Financial Standards

Foundation, 2010). However, the promise to establish a new constitution went unfulfilled.

In that period the so-called Third World theory appeared—the Green Book—that reflected

his intellectual and ideological beliefs. Qadafi ostensibly made that theory the cornerstone

of the political, economic and social issues in Libya. The ideology considered that parties,

plebiscites, constitution and establishing parliaments were fraudulent and unnecessary. In

that period, the new ideology was imposed by Qadafi declaring:

“Conducting plebiscites on constitutions is often insufficient. Plebiscites are
essentially a counterfeit of democracy since a yes or no is the only option....
Conducting a plebiscite on a constitution does not necessarily make the constitution
the law of society”. “This is the traditional democracy prevalent in the whole
world, whether it is represented by a one-party, two-party, multiparty or non-party
system. Thus it is clear that representation is a fraud” (Qadafi, 1977, p. 11-29)

Moreover, according to the ideology, the private sector was prevented from owning any

public media on the pretext that:

“Democratically, private individuals should not be permitted to own any public
means of publication or information” (Qadafi, 1977, p.35).

For more than three decades, the Libyan regime under Qadafi’s leadership insisted on this.

They claimed they had a direct democracy, and that the “the Libyan Arab Popular and

Socialist Jamahiriya is the vanguard of world democracy” (Barger, 1999, p.65). That

unique democratic system—as seen by Qadafi, was supposed to divide people into groups,

so that the people exercise direct authority. As mentioned, according to Qadafi’s ideology,

democracy does not include formation of independent parties, or any other groups under
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any name except those authorised by the government. This also prevents any independent

media. There were no political activities except those authorised and strictly monitored by

the regime (Otman and Karlberg, 2007; Financial Standards Foundation, 2010).

4.4 Libyan Civil Society

Barger (1999, p.64) considered civil society as follows:

“the amalgam of different kinds of institutions such as political parties,
professional associations, trade unions, voluntary organisations, human rights
groups, religious groups and others which exist independently of the State and
which lobby governments in their own interests, rather than those of the State”.

Among the goals of civil society is to ensure democracy and freedoms in a country (Barger,

1999). There was no traditional democracy in Libya, as is known in Western societies.

Therefore, there was no space for the notion of a civil society. The regime’s ideology did

not make room to create groups for free opinion or expression in Libya. Law No 19/1992

restricts the formation of civil society, and gives the government the right to suspend

organisations without cause (U.S. Department of State, 2010). This law prevents

organisations from playing their role in society by imposing the government’s strict

control. Thus, no groups could be established and operated without government control.

Despite this, there were some authorised associations working in Libya, but for the benefit

of the regime, and part of it. This was a kind of propaganda to claim the existence of civil

society institutions. Thus, workers were not allowed to organise independent trade unions,

but could join the government-organised ‘General Trade Union Federation of Workers’;

they also had no right to strike or protest. ITU (2010, p.1) reported that the country:

“…does not recognise trade union rights, which are regulated by the 1970 Labour
Code. However, there is no real freedom of association, as workers are
automatically members of the government-linked General Trade Union Federation
of Workers (GTUFW), although they can opt out. Independent trade unions are
banned, and union membership is limited to workers of Libyan nationality.
Furthermore, Directorate General of Labour or an official from the Directorate can
be present at every trade union general meeting”.
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In 2007, Muammer Al-Qadafi’s son started efforts to activate civil society organisations,

which included creating an independent media and releasing some prisoners.29 However, in

2009, even these limited reforms suffered a setback, when the regime nationalised the only

quasi-independent media group in Libya that was created in 2007 (Freedom House, 2010).

4.5 Libyan Economic System

In the period after World War II, and with the beginning of Libyan independence in 1951,

the Libyan economy relied mainly on agriculture, pastoralism and trade (ECT, 2010).

Libya was among the world’s poorest countries with per capita annual income not

exceeding $40 per person (Harris, 1987; Vandewalle, 1998). Libya was dependent on

foreign aid until the great fundamental and radical change occurred after oil exploration in

the early sixties. That significant change was in the structure of the national economy for

the benefit of the oil industry and service sectors (ECT, 2010). Since then the Libyan

economy has depended mainly on revenue from oil exports as a major source of income,

and almost the only source to obtain foreign currency (ECT, 2010).30

Oil continued to play an important role in the national economy during the royal era. Also

during the royal era, the State adopted the capitalist system. This capitalism continued until

a significant change in September 1969. In that month, a military coup overthrew the

monarchy and created the republican system in Libya. The republican regime lasted until

1977. Then, the system’s ideology changed, leading to economic, social and political

changes. In 1977, the State nationalised commercial activities, and created many State-

29 It should be noted that he had been educated in Europe, as he holds a Masters from Austria and a Doctorate
from London. Therefore, he was seen as a Western minded person, looking for openness to the West.
30 E.g., in 2008, oil dominated 88.6% of government revenue and 97.7% of exports (Financial Standards
Foundation, 2010).
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owned companies for the import and distribution of goods. Thus, the State was turned into

a socialist macro-economic system (Bskeri, 2006; ECT, 2010).

Recently, the Libyan economy has been described as follows:

“Libya’s vast oil and natural gas reserves and its large Sovereign Wealth Fund mask a
dysfunctional economy that is mired in red-tape and opaque regulatory procedures. The
economy is dominated by the State which controls 80% of economic activity…There is an
urgent need to diversify the economy, spur the private sector to reduce unemployment, slim
down a bloated State sector, deregulate the economy, and encourage foreign investment
outside of the energy and infrastructure sectors” (Financial Standards Foundation, 2010
p.1).

Libya has the highest real GDP per capita on the African continent. Also, the oil sector

contributes 95% to export earnings, 25% to GDP and 60% to public sector wages (Colijn,

2010). Libya, as one of the OPEC countries producing oil, is also a large market for

investment in energy, as it has a reserve estimated at 44 billion barrels of crude oil and 53

trillion cubic ft. of gas. Moreover, only 25% of the country is covered by exploration

agreements (OBG, 2008). Therefore, investment in the Libyan environment seems

attractive, especially after three decades of isolation: in 2003, after Libya returned to the

fold of nations, many countries came, aspiring to grab a piece of the Libyan pie. Western

countries were especially interested, given that Libya has the largest proven oil reserves in

Africa, with good quality and low sulphur content, and relatively low costs in terms of

refining and transport to Europe (Boucek, 2004).

The Libyan economy in the last decade has been opening up towards the Western world,

due to its need to diversify its oil products to compete with international companies—given

the Libyan target to reach 3 million barrels a day from 1.8 million barrels (NOC, 2009).

Often, the Libyan balance of trade was in surplus annually. E.g., in 2008, exports and re-

exports were 40,972 million $, while imports were 7,935 million $, so the surplus of trade
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balance reached 32,470.6 million $ (Libyan State, 2009).31 This makes the foreign currency

deposits and bonds held by Libyan central banks (Forex reserves) about 175000 million US

dollars ($) (CBL, 2009).

Despite the immense wealth owned by the Libyan State, the past years show that the

regime’s economic policies were not feasible. These economic policies had caused a

number of problems in the past, such as low production efficiency, and lack of attention to

quality, development and cost reduction (ECT, 2010). Qadafi (2010) deemed part of the

Libyan economic problem rested in the domination and management of the State of the

economic activities and resources of society through the public sector. However, according

to Qadafi’s son:

“The public sector would be acceptable when it comes to running a vital un-
renewable resource like (oil) or managing a vital high-cost utility like electricity or
administering a service that is meant to reach all the population in pursuance of
social equality” Qadafi (2010, p.1).

Qadafi also thought that central management and centralised planning in Libya led to

wasting a significant portion of Libyan resources. For example, 60% of agricultural

projects were halted, and 70% of the productive capacity of the majority of industrial

projects was not used (Qadafi, 2010, p.1). Qadafi’s son thought that as a result of the State

monopoly of all aspects of the economic activities, the State faced many problems

including: bureaucracy, bribery, favouritism and administrative corruption, decline of

productivity, high cost of production, emergence of inflation and soaring prices, shortage

and absence of commodities, weakness of public sector control, decline of output revenues,

dwindled liquidity and emergence of a commodities monopoly (Qadafi, 2010).

31 Exports were a source of foreign currency, imports consumed this currency.
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The impact of globalisation and the West made socialism and social justice mere slogans.

This was recognised by the regime itself, which started to think of the need to reconsider

that the economic system might be replaced through an economic reform programme. Such

reforms reflected the conviction of the political leadership and government of the need to

change the economic system from the State-directed socialist one to one involving the

private sector, and giving it the necessary confidence to return and play the main role in the

national economy (Colijn, 2010; ECT, 2010).32

4.5.1 Corruption in the State Institutions

The impact of Western style liberalism on the Libyan socio-political and economic context,

and the low level of transparency, coupled with the high level of corruption rendered the

regime’s socialist ideology, most of the time, a set of mere slogans. Even though there were

laws against corruption, they were not ‘effectively enforced’ (Financial Standards

Foundation, 2010, p.2). In 2009, the country was ranked 130th among 180 in Transparency

International’s corruption perception indicator (Financial Standards Foundation, 2010).

Non-application of the socialist slogans, and the absence of democracy and the rule of law,

are not merely a result of globalisation and international organisations’ imperialism. It

should also be noted, as Qadafi’s son recognized, that “in all frankness and transparency,

there is no freedom of the press in Libya; actually there is no press, even, and there is no

real ‘direct people’s democracy’ on the ground” (Committee to Protect Journalists, 2007).33

The confessions of corruption and failure from inside and outside the regime reflect the

large gap between theory and practice in the political and economic system. The gap

created layers and elite in Libyan society. It was also the reason for the spread of

32 E.g., to attract investments, the state slashed corporate tax in half, to 20%, and reduced income tax to 10%.
33 Prior to 17 February 2011, no one in Libya before or after Qadafi’s son could raise these issues with such
daring. Raising such issues would have serious consequences, since the space of freedom and expression in
Libya was narrow.
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corruption in different State institutions (Financial Standards Foundation, 2010). The first

layer (elite) that emerged has adopted the State thought, and benefited in terms of

enrichment and accumulation of wealth, as well as enjoying higher living standards. Such

an elite aims to protect their own economic interest, thus the ‘colonial powers and foreign

global capitalist used them as imperial agents to consolidate the imperial economic interest

locally’ (Bakre, 2004, p.22). The elite benefits from the spread of corruption, and includes

‘top civil servants, military officers, and politicians’ (Encyclopedia of the Nations, 2010).

The elite have linked their fates and interests to Western culture. The elite represent the

internal tool of Western imperialism in implementing its agenda of managing the economic

and political affairs of the State to serve Western imperialist goals. On the other hand, a

layer of poor people emerged in the society and increased from year to year. In 2007, the

regime adopted an anti-corruption speech, and described the corrupt as ‘fat cats’. But these

confessions did not lead to a practical and effective programme to combat corruption in all

its forms (Libyan Transparency Group, 2010, p.16).

4.6 Libyan Commercial Banks (LCBs)

4.6.1 History of Libyan Banks

The history of the Libyan banks is associated to a large extent with Libyan political history

and the change in governance systems and political orientations. The beginning of

establishing banks in Libya belongs to the Ottoman Empire, where in 1868 the first bank

that opened was the Agricultural Bank (CBL, 2006). Later, during the Italian occupation

(beginning in 1911), the Italian government—to expand their political and economic

influence in Libya, and facilitate the credit process for Italian settlers—established some

Italian banks in Libya, including Banco De Romea, Banco De Napoli, Banco De Sicilia

and the Bank of Italy. It should be noted that the Italian lira was often traded during the

period of Italian colonialism and the spread of Italian banks (CBL, 2006).
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Libyan banks were replaced and changed with colonial change on the ground. This is what

happened when the Italian occupation was defeated, and replaced by the French and the

British administrations. Accordingly, during the period of the military administration of the

British and French 1943-1951, Barclays Bank was established (CBL, 2006). Later, in 1951,

Libya gained independence, so from the period 1952-1963 many other foreign banks were

established, such as the Arab Bank and the British Bank for the Middle East. Moreover,

1955 witnessed the establishment of the first Libyan Bank that had authorisation to issue

banknotes and coins. In 1963, the Libyan government issued law N.4/1963 requiring banks

(based in Libya) to be owned by Libyans investors, by at least 51% (see CBL, 2006). After

Qadafi rose to power in a military coup in 1969, the foreign shares in commercial banks

were then taken over by the Libyan State, i.e. banks were nationalised. These banks

included the five major banks, National Commercial Bank, Umma Bank, Gumhouria Bank,

Sahara Bank and Wahda Bank.34 Later, in 1977, after the State adopted the socialist

system, all banks became completely State-owned as the government nationalised the

private shares in commercial banks as well (Abdussalam, 1985).

4.6.2 Banking Laws and Regulations in Libya

Law No.1 in 1993 represented, when introduced, a quantum leap in the history of the

Libyan banks, as the law allowed the establishment of private commercial banks under

strict restrictions (CBL, 2006). That law was part of a package of economic reforms

adopted after decades of the government’s hegemony over economic activity. As a result of

this law, a group of private commercial banks were established, including the Development

and Commerce Bank in 1996, the Mediterranean Bank, the Alsaraya Bank in 1997, the

Alejma Alarabi Bank in 2003 and the Wafa Bank in 2004 (CBL, 2006). Moreover, in 1996,

34 All these banks still exist, with the exception of Umma Bank, which merged with Gumhouria Bank in
2008.
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the CBL established a group of national banks in each Libyan city. The activities of those

national banks were restricted to the geographical area in which each bank operated.

However, as a result of problems that had faced those national banks, the CBL decided in

2006 to merge them as the National Banking Corporation (CBL, 2006). Law No. 1 of 1993

was repealed by Law No. 1 of 2005. That law granted unprecedented broad powers to the

Central Bank in the development, management and implementation of monetary policies

independently and without government interference. This was in addition to powers to

oversee the implementation of monetary policy and banking activity and follow up the role

of banks in economic activity (Libyan State, 2005).

Besides banking Laws, the CBL issued many regulations that have a fundamental impact

on commercial bank activities. E.g., the Central Bank of Libya recently announced:

‘An important part of Libya’s financial sector reform strategy is to allow foreign banks
to operate in the country. In this context, the Central Bank of Libya (the “Central
Bank”) will issue two licenses to foreign banks who would have an ownership of up to
49% in the new banks with full management control. The remaining 51% will be
owned by domestic investors. The Central Bank will be handling all issues related to
the issuance of the two licenses and will mobilise domestic investors’ (CBL, 2010).

The CBL took rapid steps to turn the public commercial banks into incorporated companies

offering their capital to the public, and offering the shares of the CBL in these banks to

local and international clients. In 2010, the Libyan Central Bank issued 15% of the shares

of the Libyan Central Bank in the National Commercial Bank for sale on the Libyan stock

exchange (CBL, 2010). Further, the government regulated banks to follow specific lending

policies. Bengdara (2007) held that the Central Bank policy of directed lending contributed

to solving housing problems and unemployment.

Moreover, in 2007, CBL published corporate governance handbook guidance for boards of

commercial banks. The handbook recommended that the bank board take the responsibility
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to provide relevant parties with accurate and timely information enabling them to control

the board and executive management, and ensure proper accountability. Also, the guidance

asks for the provision of information regarding the system of incentives in the bank, such

as remuneration policy for employees, and the rewards of executives and board members.

Furthermore, the guidance emphasized the importance of employee engagement. It

confirmed the need to inform employees on policies and regulations established in the

bank. Moreover, both customers and employees should be engaged by the conducting of a

survey of their views (CBL, 2007a). Among the CBL’s regulations that have a social nature

is the regulation that allows all commercial banks to allocate up to 30% of their credit as

social loans and the same percentage as housing loans. At the same time, the credit

portfolio must not exceed 70% of the total deposit liabilities (CBL, 2007c).

4.6.3 Libyan Laws Affecting the Social Performance of Business Organisations,

Including Banks

The Libyan State has issued a package of laws and regulations that impose ethical codes on

the activities of businesses including banks. The State has obliged banks to embrace

socially motivated practices and not just for profit purposes. These laws and regulations

include the Law No. 37/1973 related to Manpower Development and Training. That law

instructed institutions to prepare training programmes to develop and increase the

efficiency of their staff. The law deemed as a national duty the development of the

workforce in relation to the quality and quantity of the workforce in relation to the creation

of individual skills (Libyan State, 1973). Another law with a social face is Law N°. 3 of

1981 related to disabled persons, which stipulates the right to work for the disabled on

completing training, and qualifying. Thus, the administrative units, companies and public

facilities have to commit to allocating a proportion of their employment cadre to disabled

persons (Libyan State, 1981). Law No (15) of 2003 indicated explicitly the need for
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institutions to give environmental issues the necessary attention. The law urged that entities

should seek to protect the environment, and should not cause harm to it (Libyan State,

2003). Moreover, the Green Book that reflected the political and economic ideology of the

State contained principles identifying social, economic and political relations between

employer and employees, economic units and the community, and the State and all these

parties. In Libya, women have, theoretically, been considered in Libyan laws and

regulations. The Charter on the Rights and Duties of Women issued in 1997 by the Libyan

General People’s Congress stipulates: “work is an honour and duty of every citizen, so men

and women have the same opportunity and right to leadership positions, according to their

abilities, experience and efficiencies” (GPCJ, 1997). Moreover, according to the Green

Book, workers/employees, both men and women should participate in corporate

management.

4.6.3.1 Annual Reports in Libyan Banks (Form, Content and Users)

In LCBs’ annual reports, reports usually consist of several pages, in most cases, not

exceeding 55 pages (Wahda Bank, 2007), or 15 pages (Gumhouria Bank, 2006) (see

chapter five and). Also, most of the annual reports were published in the Arabic language

only (e.g. Mediterranean Bank, 2007; Wahda Bank, 2005: 2008; Gumhouria Bank, 2005:

2008; National Commercial Bank, 2005:2008; Alejmaa Alarabi Bank, 2006). While, some

of them were available in both Arabic and English (as they often addressed reports to non-

local customers, while some banks have a partnership with foreign banks) (Commerce &

Development Bank, 2005: 2008; Sahara Bank 2007, 2008; United Banking, 2008). For

access to the banks' annual reports, some banks make them available to the public on their

website list them, other banks do not have websites list them, but usually do not mind

providing a hard copy of their annual reports (if published).
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According to the Libyan Commercial Code 2010, Article 226, the board of directors has to

prepare financial statements accompanied by explanations to interpret the profits and losses

achieved. In this context Libyan Commercial Law (1970 and 2010) obliges companies to

provide an account, which includes preparing balance sheets and profit and loss

calculations, and other related details, such as estimating the assets, distributing profit to

shareholders, decreasing the invested capital and establishing the legal reserve. Also, in

that law, Article 572 mentioned that companies have to attach a report explaining how the

company manages its business on their balance sheets. It is thus argued that the Libyan

regulations and laws imposed by the Libyan government, legislators or CBL have no direct

implication on social accounting disclosure-none of them ask for, or impose a requirement

for social disclosure (Libyan State, 1970; 2010). This means that in LCBs’ annual reports,

most of the information was in the form of quantitative financial disclosure, and narrative

disclosure tended to be confined to the early pages of annual reports, such as the

chairman’s report or statement (addressed by the Chairman of the Board of Directors). The

statements were mostly directed to the shareholders' annual assembly (according to Libyan

Commercial Code, the annual reports should be provided and discussed at an annual

general meeting) (Libyan State, 1970). The most interesting thing is that the Libyan

commercial code does not oblige or require entities to provide their information to the

public. The commercial law did not provide guidance in terms of the accounting standards

that should be adopted. However, in Article 82 of LCBs’ law (2005), there is a statement

that obliges auditors or accountants to prepare a report on the bank’s financial statement of

compliance according to domestic and international standards (Libyan State, 2005). Within

some annual reports, there was also a narrative report presented by the Board of Directors,

again located towards the beginning of the report. Most of the reports contain names of

Directors, the Board of Directors’ Report, the key financial statements and the external
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auditor's report. In some annual reports, if the financial statements and the chairman’s

statement (which is often less than three pages) are excluded, the report will be emptied of

its narrative contents. Some annual reports disclose information about ownership structure

(see chapter five). In Libya, banks' annual reports do not pay attention to issues such as

cash-flow statements, participation of shareholders on the board and management, bonus

policies to board members and directors. In general, there is great similarity between the

annual reports of several different banks in terms of headings and content (see chapter

five).

Users of annual reports may contribute to shaping annual reports content in Libya and the

banking sector partially. Kripat (2009) confirmed that preparers of annual reports in the

Libyan context mainly considered the board of directors and management as the most

important users of annual reports. Also, the board of directors and management were the

most influential in the choice of accounting disclosure practices.

All entities in Libya are required to prepare an annual report. However, it is restricted to

quantitative and monetary disclosure (Buzied, 1998; Saleh, 2001). Saleh (2001) argued that

entities are not required to provide narrative information in their annual reports; also, as a

result of the ownership structure of entities in Libya, the government is the ultimate user of

the published information, and so entities assume that the government knows the entity’s

mission, so there is no need for more narrative information. Thus, it can be understood that

in the Libyan context the main users of annual reports are the administration, the general

assembly and the central authorities. This is to some extent understandable in the Libyan

context as a result of many reasons, including the nature of the socialist system that gives

government and managers more power than others, the absence of NGOs and freedoms,

and the period of reform and transition of the Libyan economy. This increases the possible

role for social accounting, and underlines the need to replace conventional accounting,
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which focuses on 1BL (financial issue) with social accounting that considers 3BL (social,

environmental and financial), thus expanding the target and content of the annual report

could expand the range of users of annual reports.

4.6.4 Key Commercial Banks of Libya

Law No. 1 of 2005 determines terms of reference of commercial banks. According to

Article 65 from Law No. 1 of 2005, commercial banks are: ‘Any company that ordinarily

accepts deposits in current demand accounts or time deposits, grants loans and credit

facilities, and engages in other such banking activities’ (Libyan State, 2005, p.23).35

Nowadays in Libya there are fifteen commercial banks. Among these banks, four banks

(Gumhouria Bank, Sahara Bank, Wahda Bank and National Commercial Bank) were

established more than thirty years ago, and represent more than 90% of LCBs, in terms of

assets, income and deposits. Also among private banks, the Commerce & Development

Bank represents the first private bank established in 1997. These together dominate the

commercial banking sector as table 4.1 shows.

4.6.4.1 Gumhouria Bank

The bank was established on the 13th of November 1970. It was a State-owned bank and is

the largest bank in Libya, in terms of assets, revenues and deposits, as well as the number

of branches and agencies in Libya, which reach up to 150 (see table 4.1).36

35 In accord with the law, the specialised bank has as its main purpose funding of, and granting of credit for,
specific activities. It does not accept demand deposits and is not considered a commercial bank (Libyan State,
2005).
36 By the end of 2009, CBL started the flotation of 15% of Gumhouria Bank on the local stock market; also
the government encouraged the commercial banks to seek strategic partnerships with foreign banks.



128

Table 4.1 Key Commercial Banks in Libya.38

37 Both banks are owned by the State and private sector, but the State still holds the majority of the shares.
38 The information is derived from data published by the Central Bank of Libya (2009) and is on the website of LCBs.

N P T Bank

Income Assets Deposits Branches & Agencies
Million

D.L % %
Million

D.L % Million D.L % % N % %

1

State Banks

Gumhouria Bank
323.4 31%

92%

22482.5 38.6%

93%

18860.3 39.2%

94.5%

150 33.44%

80%

2 National Commercial
Bank 171.1 16.6% 10276.9 17.6% 8088.0 16.8% 51 11.33%

3 State and Private
Banks37

Sahara Bank 218 21.2% 11254.1 19.3% 9853.1 20.5% 48 11.67%

4 Wahda Bank 187.4 18.2% 8004.3 13.7% 6828.5 14.2% 74 16.5%

5 Private Banks
Commerce &

Development Bank 51.1 5% 2137.4 3.8% 1833.7 3.8% 30 6.7%

Share of these banks of the Libyan banking market 92% 93% 94.5% 80%
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4.6.4.2 Commerce & Development Bank

The bank is a private bank. Unlike many other banks, this bank was established by the

private sector without any government support. BCD is the largest private bank in terms of

assets, revenues and deposits, as well as the number of branches and agencies, which are

30. The bank opened officially for business on 09/06/1996.

4.6.4.3 Wahda Bank

WB is a mixed ownership bank with government ownership predominating. It represents

the second largest mixed-ownership bank in terms of assets, revenues and deposits. It,

however, represents the first in that category in terms of both branches and agencies, which

are 74. This bank was established when in 1970 the government issued law 153/1970

decreeing the merging together of five Banks into one, called Wahda Bank. These five

banks were the African Arab Bank company, the Bank of North Africa, Al-Kafela bank,

Al-Nahda bank and the commercial bank (Wahda Bank, 2010).

4.6.4.4 Sahara Bank

The bank is a mixed ownership bank. It was created in 1964, and in 2007, became the first

financial institution in Libya to enter into a strategic partnership with a foreign bank. So,

the important development for Sahara Bank was the entry of BNP Paribas Group as a

foreign bank and strategic partner.

4.6.4.5 National Commercial Bank

The bank was established under the provisions of Law No. 153 of 1970. It was State owned

bank. The National Commercial Bank, known as the Gumhouria Bank until recently,

remained 100% owned by CBL. In 10-01-2010, CBL issue of the 15% share of the Libyan

Central Bank in the National Commercial Bank for sale in the Libyan stock exchange.
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4.7 Justification for Focus on LCBs and Importance of the Banking Sector in the

Libyan Context and Beyond:

The lack of social accounting studies in the Libyan context and developing countries,

especially banks, are a key justification behind the research. Also, the importance of the

banking sector in Libya or more generally could be seen as justification for the choice of

banks. Indeed, the efficient running of the banking system could contribute to promoting

social and economic development in the country (Galbis, 1977). Such efficient running in

my view cannot be achieved by merely focusing on financial considerations, but by

considering social, environmental and financial issues together. Also, the soundness of the

banking system could contribute to social and economic development. Unlike other sectors,

banks have their specificities, as they must follow intricate regulations, and also meet their

particular stakeholders’ expectations. Thus, "banks cannot do whatever they might want to

do" (Lundgren and Catasu, 2000, p.188). The banking sector is generally understood to

have a vital role in economic development; for instance, by supporting other business

organisations and people in advancing loans (Elkington, 2004; Moyo and Rohan, 2006).

Thus, banks appear among the most influential sectors in society. Banks may not create

new wealth, but they have a significant role in distributing wealth through a policy of

borrowing and lending to people and financing other sectors. For instance, the agricultural

and industrial sectors need funds to operate, so banks could be seen as a heart in the

economic structure through pumping cash into various sectors of the State. Also operations

monitoring banks are different than other sectors. Levine (2004, p.3) sees banks as 'more

opaque than nonfinancial firms'; for example, they 'readily hide problems by extending

loans to clients that cannot service previous debt obligations'. The banking sector is heavily

regulated, and governments impose strict control, regulations and supervision over banks to

protect the funds of depositors. Opaqueness could be the reason behind the global financial
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crisis, which contributed to questioning banks’ social role (Argandona, 2009). The global

financial crisis contributed to questioning the social role of banks, and the role of social

accounting as an emancipatory tool in challenging narrow financial goals of conventional

accounting was also discussed. Theoretically, the reasons behind the global financial crisis

are too much dominance of the repressive tendency. Such crises would have been averted,

if we had a different economic system that considers the whole of society.

In the Libyan context, some studies were conducted on social disclosure in other sectors.

Ahmad and Mousa (2010), Ahmed and Gao (2005), and Ahmed (2004) investigated

environmental disclosure in industrial companies. Mashat et al. (2005), and Pratten and

Mashat (2009) explored social and environmental disclosure in different sectors (see

chapter three). This study is particularly timely, where the banking sector is undergoing

reform and passing through a transition period. Unlike in other countries, in Libya financial

dealings, between people and for shopping, are done using cash only. For example, in

Britain and other Western countries, one can get loans and cash from the post office or

other available institutions. One can also obtain cash from cash machines deployed in the

streets. Moreover, people do not need to hold cash to do shopping in commercial centres

and most shops. In contrast, in Libya, financial services are accessed exclusively through

banks. Thus, this makes banks more important for people as well. In Libya, the banking

sector witnessed significant growth as indicated by most financial indicators (CBL, 2009).

In 2008, the banking sector represented 50% of the total companies listed on the Libyan

Stock Market. Furthermore, the banking sector is among the sectors most affected or

influenced by Western hegemony, as most major LCBs were founded during the Western

colonial period, or in the capitalist period immediately after independence (CBL, 2006).

Moreover, LCBs rely on training programmes, technology and accounting systems

reflecting the colonial and postcolonial legacy (Al-Shukri, 2007).
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Banks have properties that differ from other sectors. In Libyan banks, customers’ deposits

represent nearly twelve times the total of shareholders' equity. Hence, unlike other sectors,

in the banking sector, customers/depositors represent the main source of banks' assets.

Through the end of the first quarter of 2010, the total shareholders' equity of LCBs

increased to 3,989,500,000.000 D.L against 47,006,700,000.000 of customers’ deposits.

Therefore, the shareholders' equity represents around 7% of the total assets of LCBs (CBL,

2010).

Considering the importance of the banking sector in the Libyan context and beyond, this

study focuses on the Libyan commercial banking sector, in terms of actual and potential

accounting/social accounting. In this respect, the flow of correct and timely information

produced by the accounting system is a critical part of the success of any enterprise,

including banks. Limiting the information to the financial, without the social, orientates the

activity of banks to serve only the financial purposes of banks, and reflecting the

conventional accounting inherited from the colonial regimes or re-enforced under

postcolonialism. On the contrary, the availability of social information is a very important

matter in order to engage banks with considering the needs and wants of society. This is

why social accounting may be seen as an important tool to supersede conventional

accounting (while still having regard for the financial), promoting well-being, social

development and growth.

4.8 Education in Libya

4.8.1 General Education System

In the post-independence period, Libya depended on agriculture, trade and foreign aid, and

the country was among the poorest countries in the world (Mongabay, 2010). This situation

was reflected in the non-proliferation of literacy in Libya, as ‘the official census figures of

1954 showed 81.1 per cent of the Libyan population was illiterate’ (Otman and Karlberg,
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2007, p.97). The picture changed completely over the past decades. The discovery of oil

has transformed the country into a rich country. According to United Nations (UNDP,

2009), Libya was 55th out of 182 countries, and the report classified the country as a

‘country of high-level human development’. This assessment is in accordance with a

number of indicators such as: rates of human life, literacy, school enrolment, per capita

income relative to gross national domestic product (UNDP, 2009). Moreover, the World

Bank reported that “Libya has achieved universal enrolment in primary education and, the

14 percent illiteracy rate is below the regional average of 34 percent” (World Bank, 2006,

p.7). Also, Rhema and Miliszewska (2010) indicated that within the Arab world, Libya has

the highest literacy rate.

In general, school education is mandatory in Libya until the end of secondary school,

which includes six years primary school and three years secondary school. Education is

free in all stages, including higher education (World Bank, 2006). In 2008, the number of

students in primary and secondary schools was about 1,240,000 students, while students in

the Libyan universities were more than 300,000 students. This indicates that a quarter of

Libya’s population was either in school or university. In addition, there are 214,000

students who studied in the domestic education system—Holy Quran centres (Libyan State,

2009)39. Legally, elementary education is free and compulsory in Libya for Libyan people,

while university study, including postgraduate study, is free and optional.

Education has witnessed an expansion in its objectives by sending students to study abroad

for the different stages, including for doctoral and masters studies. Clark (2004) reported

that in 1978 more than 3,000 Libyan students went to the US for study. Later, things

changed as the Libyan regime’s behaviour was considered supportive of terrorism and

39 Quran centres: centres for the purpose of learning and memorising the Holy Quran; some of them are
housed in mosques, and others in centres called ‘Kutab’.
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hostile to the West. The number of scholarship students dropped sharply as a result of

sanctions imposed on Libya by the US government in 1986 (Clark, 2004). After the return

of Libya to the international fold, and improved relations with the international community

as a result of the ending of the Libyan support of international terrorism, and stopping its

nuclear weapons programme, thousands of Libyan students returned to study in the US and

Europe.

4.8.2 Accounting Education

Accounting education, as part of Libyan education, was started after Libyan independence

at Benghazi University (Buzied, 1998). Benghazi University, founded in 1957, was the first

Libyan University. In that University, the Department of Accounting confined itself to

offering a bachelor’s degree until 1986, the date of the beginning of postgraduate studies,

when a master’s degree was also offered (Garyounis University, 2010). However, to obtain

a bachelors degree, accounting students had to study for about four years in accounting.

Accounting education in Libya is influenced by the US and British education systems

(Zubek, 2008). According to Ahmad and Gao (2004), most of the staff members in

accounting departments at Libyan Universities are either foreigners or educated in the UK,

USA, or both. As other countries that have suffered from colonialism, the accounting

system in Libya was affected by the Western context, and so is not consistent with the

context of Libya (Samuels and Oliga, 1982). Accounting education in Libya was founded

during the period of the monarchy, when Libya was adopting the capitalist system. Due to

Western capitalistic influences on accounting education, accounting’s themes have

capitalistic orientations. In Libyan higher education, the accounting curriculum, textbooks

and university staff was based on the UK system from 1957-1976, after that, the system

changed to be US orientated (Baker and Russell, 2003). For Bakar (1997), the Western

style has influenced Libyan accounting education, and both have influenced the economic
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development of Libya. It could be mentioned that colonialism has a significant impact on

the educational system in Libya, especially when Libya was under the British Mandate

before independence. Both the American and British education systems reflected the

Anglo-American capitalistic view. Wijewardena and Yapa (1998) confirmed that most

developing countries that were under British occupation adopted the British accounting

education system. The impact of this system is so important on people’s lives: ‘not only is

education affected by globalisation but it has also become a principle mechanism by which

global forces affect the daily lives of national populations’ (Tikly, 2001, p.155).

Green (1997) finds that the national education systems become more ‘porous’ and

disappear with the passage of time under the control and the impact of Western education

systems. Hence, without the ability to exclude and abolish the international dimension of

education, the existing education systems should be gradually improved so as to retain

relevance for the local context. For Tikly (2001), the Western education system contributed

to the delay of national development in postcolonial countries, especially African countries.

Shareia (2010, p.15) reported that Libyan accounting has been influenced by ‘international

colonisation and international businesses’40, as the information system inherited from

developed countries as coloniser powers does not provide the necessary information to

implement the goals of economic development in the developing countries (see Baker,

2004). In any case, the accounting system in Western countries is based on liberalism and

capitalism, thus the accounting system has been created to serve the goals of these

countries, and to be consistent with liberal economics (Briston, 1990). Thus the pattern of

Western education may be one of the reasons for non-implementation of some

development programs in Libya. If we know that in the social regard, education plays a key

role in reducing poverty, promoting sustained growth and national development, so to

40 Before the change to a centrally planned economy.
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enable the education to play its role, the kinds of skills and attributes should be carefully

researched, taught and applied in the Libyan context (Tikly, 2001).

4.9 Accounting and Auditing Professions in Libya

Accounting principles, standards and institutions, including the profession, have been

shaped by the Western context without considering the Libyan environment (Shareia,

2010). In Libya, business organisations had depended on foreign accountancy firms from

Italy and the UK due to lack of local accountancy firms until 1952 (Ahmad and Gao,

2004). In Libya, auditors and accounting professionals follow international standards so

far, as there are no local standards (see: Bakar, 1997). Despite the founding of the Libyan

Accountants and Auditors Association (LAAA) in 1973—over three decades ago, it was an

ineffective association. According to Baker and Russell (2003, pp.201-202), the LAAA has

failed in establishing a code of ‘ethics for its members…’ regulate itself and organise its

obligation towards the public interest’ and failed to organise conferences seminars and

training for members (Baker and Russell, 2003, pp.201-202). In Libya, the West has

influenced Libyan accounting and auditing professionals. The type of education,

background of accounting academics, preference and expertise of accounting

companies/firms, which are UK and US orientated led Libyan accounting professionals to

adopt Western practice (Baker and Russell, 2003; Ahmad, 2004). According to Shareia

(2010, p.11), the international accounting firms established in Libya "drive Libya’s

accounting profession further towards a western model". Excessive dependence on Western

standards reduces the differences between the definition and objectives of the accounting

profession in Libya, and the UK and US. Also, such dependence creates a kind of

confusion in the auditing process. As there is no uniform audit report, and accountants are

not subjected to prior examination to be auditors. Instead, accountants, in order to be
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members of LAAA, must have relevant practical training as external auditors for a five

year period.

Entities need accruals basis of accounting to prepare financial statements. In the absence of

Libyan accounting standards, in Libyan commercial banking laws, there is a statement that

obliges auditors or accountants to follow international standards. According to Article 82

of LCBs’ law (2005), the external auditor is obliged to prepare a report on the bank’s

financial statement of compliance with domestic and international standards (Libyan State,

2005). Moreover, according to CBL policy ‘the auditing and examinations of bank

accounts and financial reports should be assigned to two external auditors who must

prepare two separate reports about these accounts and reports in accordance with the

international accounting and auditing standards’ (CBL, 2006).

Also, Petroleum Law No. 25/1955 requires the application of “sound and consistent

accounting practices usual in the (modern) petroleum industry” (Mukhtar et al., 2008,

p.96). It seems that the law promotes adopting international accounting standards. Besides

the law, officials in Libya encourage international standards. The Secretary of the Libyan

Stock Exchange expressed that: “the adoption of international accounting and auditing

standards in Libya requires intensive training efforts to qualify accountants and auditors in

the public and private sectors to implement these standards” (ASCE, 2008, p.11). Also, the

Deputy Governor of the CBL confirms that the need to focus more on international

standards in different aspects, including: compliance with international standards in the

banking sector development and training in mechanisation and technology, so considering

international standards in this regard. Furthermore, he confirmed the need for commitment

to international accounting standards in accounting disclosure (Al-Shukri, 2007). This
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reflects that the main concern for some officials is application of international standards

rather than thinking of creating local standards that take into account the local context.

The contribution of international accounting standards and the UK and US accounting

system in the Libyan context, especially to fill the gap in accounting, is significant. But we

argue that such Western standards should not be a substitute for local requirements,

because it will contribute to the consolidation of Western values instead of the local. For

Shareia (2010, p.9), it is beyond merely consolidation of Western values, it contributes to a

“westernised social, political and economic environment” in Libya, which is not

compatible with the Libyan context. This is what Briston (1990) confirmed as well, in that

Western accounting and auditing standards mainly focused on financial reporting and the

auditing of financial statements. Other information that concerns government

administration is not reported according to Western accounting standards. Shareia (2010,

p.9) mentioned the characteristics of both Western and local environments as follows:

In the Libyan context, there is:

“heavy dependence on oil revenue in funding various economic activities...predominance
of public sector ownership of economic activities...inefficiency of economic activities
associated with public sector ownership...continuous intervention on the part of the state in
setting up development... ineffectiveness of the accounting profession, professional
standards that are poorly regulated under state laws, limited accounting education
opportunities... a stock exchange that has only been established a short time”.

While, in the Western context, there are:

“active economic activities across all sectors...predominance of private sector ownership of
these activities...economic efficiency associated with competition and private
ownership...limited state interference...a well-established accounting profession regulated
by professional organisations and authorities, including an appropriate accounting
education system...the operation of established, active stock markets, which play a vital role
in funding economic activities.”

Other differences include Libya being a ‘collectivist society’ with high levels of

uncertainty avoidance, while in the West the level of uncertainty avoidance is low, with
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‘individualistic societies’. Thus the output of the accounting system may not reflect the

actual practice on the one hand, and on the other hand does not reflect the ‘information

needed by its socialist government for macro-economic purposes’ (Shareia, 2010, p.12).

Thus, the approach to accounting should be broadened by considering local features, and

promote accounting to pay attention to economic development of the State, and considering

other stakeholders’ interest as part of the entity’s economic interest. The dominance of

Western education and international standards reflect to what extent accounting has been

captured by repressive hegemonic forces.

4.10 The Impact of Global Institutions (WB and IMF) as Tools of Globalisation in

Libya

The global institutions are mostly controlled by Western countries, thus their

recommendations mainly aim to protect Western interests (Held and McGrew, 2002). For

Ferri (2003), these recommendations have caused serious consequences for the economies

of developing countries, especially social consequences. The dominance of these

international organisations means banks pay less attention to social and environmental

issues, because the IMF is becoming larger and more powerful than nation-States in some

developing countries (Crowther and Martinez, 2004; Annisette, 2004). Accordingly, the

WB's and IMF's recommendations and procedures are not always in the interests of the

country and society (see Gallhofer et al., 2011). Globalisation's requirements, which

include 'opening up to international competition', following laws and regulations imposed

by international agreements, might prove 'unsupportive of CSR', therefore, making the

State follow 'universal values' that are inconsistent with the local context (Ararat, 2006, p.

7).

In the Libyan context, the impact of globalisation can be seen through the

recommendations of the IMF, the WB, and the Basle Committee, where the CBL relies on
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these recommendations to determine its policies for commercial banks41. Also, changes in

ownership structure, and laws to combat money laundering and terrorist financing could

also be seen as consequences of globalisation. According to the WB, Libya is “building a

strong investment climate in open markets and reforming state-owned enterprise” (World

Bank, 2006 p.60). Furthermore, the 2004 WB recommended starting the transition to a

market-oriented economy, and promoting competition between the private and public

sector, as well as eliminating the "practice of using the ORF for funding extra-budgetary

expenditures" and giving incentives to entrepreneurs (World Bank, 2006 p.58). Both the

IMF and WB continue to work closely with the Libyan government and the CBL to

improve accountability and transparency; they provide some recommendations in that

regard (Chami et al., 2012). Also, a WB report criticised Libyan laws and regulations for

remaining inconsistent with the requirements of a market-oriented system (World Bank,

2006). The CBL agreed with the IMF in creating a "structured capital market and the first

sovereign" (Saidane 2010, p.26). Furthermore, the IMF pointed out that it was unsuitable

for the CBL to be the owner and governor of commercial banks. The IMF Country Report

"recommended that the CBL reconsider its bank restructuring approach and adopt the
strategy recommended by staff, including the establishment of a bank restructuring agency
that would take over ownership of commercial banks, which in the staff's view is a key for
the success of this strategy" (IMF, 2006, p.3).

Such a decision could have a fundamental impact in the Libyan context, in terms of the

banks' response to social issues. Also, the WB document about Libya recommended that

"the role of the CBL in regulating the terms and conditions of credit extension or

investment by commercial banks, should be reduced" (World Bank, 2006 p.viii). In April

2008, the WB conducted a workshop on restructuring the Libyan economy in light of the

new roles of the State and the private sector. The workshop discussed the way to

integrating with the global economy, and discussed the experiences of countries that have

41 The engagement of the WB with Libya started in 2004 to discuss the opportunities facing the Libyan
Economy in the global economy.
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undergone such a transition. Also, recently in 2012, the CBL signed an agreement with the

WB concerning a study to be conducted on the development of the Libyan banking sector.

The role of the WB and the IMF in accounting may also be seen through their imposing

international accounting standards on borrower countries (Annisette, 2004). The WB

literature reduces the possibility of the social function of accounting given its emphasis on

the financial aspects, where the WB and the IMF are at the centre of today’s global

capitalist economy; indeed, the financial structures of the WB do not show a

"predisposition to pursuing policies beneficial to the developing countries", where issues

such as poverty reduction and social development are not taken seriously by the WB

(Annisette, 2004 p.304). However, the WB took advantage of these issues significantly in

order to legitimise its existence. For instance, a study in Bangladesh confirmed that the

accounting systems after the (forced) privatisation and open market (widely promoted by

the WB and the IMF) "degenerated into a private system of book keeping", rather than

allowing more accountability and transparency (Annisette, 2004 p.316).

International organisations including the WB and the IMF have promoted liberalism, and

requested that developing countries abandon socialism and change ownership structures

(Rahaman, 2005). The end of the colonial era, yet with the continued survival of the

coloniser's influence represent neo-colonialism or a continuation of Western domination,

without the traditional tools of occupation or the expanding of territorial boundaries. This

has been replaced by various political, economic and intellectual forms of control,

including the WB and the IMF (Mir et al., 2008).
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4.11 Discussion and Conclusion

Libyan society lacks diversity of religion, ethnicity and language in that more than 90% of

the community share the Islamic religion, Arab ethnicity and the Arabic language.42 The

loyalty of the individual to the family, tribe and religion might be greater than other

obligations, as kinship ties and religious observance distinguishes the social life of the

Libyan people (Metz, 1987).

After rising to power in a military coup in 1969, the State raised the banner of socialism,

and enacted laws to support socialism. However, Western economic, political and

educational influence, consistent with a capitalistic orientation, has remained dominant in

Libya. Socialist ideology—represented in the Green Book introduced in 1977, focuses on

the importance of society as a whole, and marginalises the role of individuals and groups

including civil society43. Socially, the Libyan regime issued many laws and regulations

related to women, workers and civil rights to support social issues from the regime’s

viewpoint (GPCJ, 1997). Economically, the regime ostensibly strove to develop policy and

enact legislation, towards a more equitable distribution of wealth, social justice, the

removal of differences between members of the community and the achievement of social

and economic well-being. Furthermore, the regime’s ideology and laws focused on the

political, and claimed that the people were the real governors of Libya. However, the

political and social constraints imposed by the regime’s laws and regulations did not make

room for civil society organisations to play their role in society. Thus, as a result of absence

of civil society organisations, there is no guarantee of implementing economic and social

42 Some other Arab countries - especially Gulf countries - share Libyan characteristics in terms of lack of
religious diversity (Hourani, 2006).
43 However, some of these laws were arguably contrary to socialist thought, for instance the laws to establish
the free market and the possibility of individual ownership.
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laws, and other regulations enacted by the regime (Metz, 1987; Financial Standards

Foundation, 2010; Encyclopedia of the Nations, 2010; U.S. Department of State, 2010).

In order to remove legacies of the colonial era deemed problematic, the Libyan regime

changed laws and ideology, even the name of the country and the names of the months.

Moreover, the regime prohibited the establishment of political parties (Qadafi, 1977). Also,

any local groups could not be established without approval of the regime, and under its

auspices. It should be noted that the regime raised slogans of freedom from the regime’s

view. Thus democracy and freedom did not mean parties, elections, referendums, freedom

of expression and demonstrations, and a State constitution; these were deemed to be

Western imperialistic values (Qadafi, 1977). Besides, any demonstrations according to the

regime had to be in favour of the regime itself. Some international organisations classified

Libya among the lowest countries in terms of freedoms and democracy. According to

Freedom House, “Libya as “not free” and has assigned it a rating of 7 out of 7 for political

rights and 7 out of 7 for civil rights. The lower the rating the higher the degree of political

and civil liberties. Libya is one of only 8 countries that Freedom House has assigned a

rating of 7 for both political and civil rights” (Financial Standards Foundation, 2010, p.3).

The absence of freedoms, democracy and the gap between laws and practice in Libya is

coupled with a high level of corruption. Many observers attributed the reason for the spread

of corruption to State control of economic activities (Bskeri, 2006; Encyclopedia of the

Nations, 2010; Qadafi, 2010). Some deemed the reason to be the elite control over the

country’s economic capabilities, in the absence of transparency, freedom of expression and

civil society organisations. This led the Libyan privatisation and investment board to call
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for ‘the State to withdraw from all economic activities and focus on making laws and

regulations’ (Reuters, 2010).44

Libya nationalised its economy and foreign companies, under the pretext of protecting the

country from imperialism and monopoly, but the country has returned to the open economy

step by step. The reason for the Libyan direction towards liberalisation is not only a result

of the pressure of colonialism or international organisations. One reason may be the impact

of Western education, which convinced the regime of the need to change. Also,

recommendations from some government institutions contributed to the trend towards the

free market. As in the case of the CBL report in 2006 blamed the government agencies and

public companies for the deterioration of the economy. Accordingly, the Libyan

government began to implement plans to change half of the Libyan economy to the private

sector within ten years (Reuters, 2010). Also, the State began to develop plans for entering

into the global economy, starting privatisation and establishing a stock market (Shareia,

2010). It should be noted that the Libyan regime denied, despite these changes, that they

had turned towards Western capitalism, describing the moves as part of socialism or

popular capitalism. For Al-Sawi (2008) ‘popular capitalism’ is a Libyan rhetorical cover

for the market economy. It was really part of a trend towards a market economy after

nearly 40 years spent as a socialist economy. The regime claimed that the rationale behind

this step was not to obtain capital, but to improve management performance and to create

work opportunities and to decrease dependency on Oil and Gas (Libyan Investment, 2010;

Reuters, 2010).

Despite the longstanding theoretical hostility and between the socialism and the coloniser’s

thought, the coloniser’s thought that are represented in Western culture is still dominant in

44 The Libyan Privatisation Investment Board is a government body that oversees privatisation programmes
of some public institutions in Libya.
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the accounting system in Libya. The evidence of the influence of Western thought is seen

in the following factors: (1) the emergence of the accounting profession and education in

Libya at the time of the Kingdom and capitalism, (2) the accounting staff in the Libyan

Universities are either foreigners or those who have been educated in the UK and the USA.

(3) Absence of local auditing and accounting standards, so professionals are mainly reliant

on international standards. (4) Delay in emergence of accounting organisations and

dependence on Italian and UK companies until 1952. (5) Weakness and ineffectiveness of

the Libyan Accountants and Auditors Association (LAAA), and its lack of contribution to

the accounting profession. (6) Thousands of students who were sent in the seventies to the

West, especially to the UK and the US, to study for Master and PhD degrees. (7)

Encouraging Libyan laws, regulations and officials towards adopting international

accounting and auditing standards.

All these factors reflect that accounting education and the accounting profession have long

been influenced by the Western system and experience. Also, these factors make the values

of Western societies dominant in business organisations, values which do not conform to

Libyan society. Kamla, (2005, p.170) argued that ‘the particular culture and needs of the

Arab societies are ignored in the process of setting international accounting/social

accounting standards and initiatives that are often adopted as national standards in these

countries’. Shareia (2010) deemed that the Libyan education background might contribute

towards increasing the gap between theoretical orientations and practice, as a result of the

lack of consistency between the accounting education and the professional on the one hand,

and socialist thought on the other.

The accumulation of political and economic problems, the emergence of rich and poor

social layers and the spread of corruption in the State institutions with nepotism, as well as
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raising the slogans and principles of freedom and justice, which are not really applied, have

generated a resentment and frustration amongst a broad section of the Libyan people.45 The

frustration has found an outlet through what has happened in Tunisia and Egypt.46 These

significant changes in Tunisia and Egypt have led to breaking the barrier of fear among the

Libyan people. People participated in anti-regime demonstrations, which swept through the

whole of the country. The demonstrations surprised the regime, especially if we know that

the regime’s ideology would not have permitted such demonstrations. Although, the

demonstrations began peacefully, the regime used excessive violence and weaponry against

the unarmed civilians. The events have evolved to a quasi-war waged by the regime against

unarmed citizens in the cities. The regime argued sometimes that they are fighting Al-

Qaeda extremists, and at other times, that all the demonstrators in Libya were taking

hallucinatory pills. These events have made the international community intervene, on the

pretext of protecting civilians. Therefore, The UN issued Security Council Resolutions No.

1970 and No. 1973, to impose economic and political sanctions on the regime and to

protect civilians. Later with the help of the international community, the revolutionaries

managed to control the country, and end the control of Qadafi’s regime, which had lasted

for more than 41 years. The events strongly indicate that Libya faces a new social,

economic and political era, which will impact on the life of the Libyan people.47

45 It should note that Libya’s education and health have been free and the State has implemented positive
social initiatives, but this arguable does not reflect Libya’s tremendous wealth. And wealth distribution has
become a greater issue: "Libyan country has great wealth, with no real debts and blessed with a plentiful
supply of one of the world’s most valued commodities. A country able to shrug off the global financial crisis,
so rich that it could go for a year earning nothing at all and still have plenty of to spend. Place that country in
North Africa and you are imagining Libya" (Upper Reach, 2010). In 2007 the export and re-exports were
about 41 billion Dinar, while the imports were 8 billion Dinar, giving a positive Balance of Trade of about 33
billion Dinar. This reflects extent of the trade surplus, which can be used for development and infrastructure.
46 Tunisia and Egypt are Libya’s neighbours, where revolutions have taken place in both countries and led to
change the political regimes.
47 The end of the events taking place these days are unpredictable, but the inevitable thing is the political and
economic system in Libya will not be as used to be the case. Despite the controversy and sharp difference
between the old regime and rebels in Libya, there is agreement on the need to hold a referendum and the
establishment of a constitution and presidential and parliamentary elections under international supervision.
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Even after Libya gained independence, Western countries still saw Libya as a vital part of

their interests. These interests were all the more, given the proximity of Libya to mainland

Europe. The country has been a target for physical occupation in the past, and in recent

times, the emphasis has been on a kind of economic occupation. Accordingly, the stability

of Libya is important for Western countries, and explains the strong intervention in the

recent events in Libya. For instance, the oil imports from Libya will not be replaced easily

in the short term: Europe imports more than 85% of Libyan oil exports, and Libyan oil

covers 22% of Italian, 16% of French and 13% of Spanish oil consumption (Al-Awadi,

2011). In addition to the vital and strategic interests of British and Italian oil companies

that work in the oil and gas field in Libya, which cannot be easily abandoned. Thus, the

overlap of interests between Libya and the West make the internal affairs of Libya a global

issue deserving rapid intervention. In the banking sector, there are some social endeavours

that have been promoted by the State, such as requiring commercial banks to allocate a

proportion of their credit portfolios to housing and social loans. These endeavours on the

face of it have been limited compared with what the State raised in social slogans. In the

next chapters (five and six), the State laws and regulations will be discussed with regard to

categories and themes.
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Chapter Five: Analysis of Annual Reports

5.1 Introduction

In this chapter, the researcher aims to explore, evaluate and elaborate a critique of the

social disclosure of Libyan Commercial Banks48. The investigation will be conducted by

analysing the content of the banks' annual reports. By utilising the disclosure index as part

of content analysis method, the researcher aims to explore the social information that

Libyan banks disclose as well as the social information they do not disclose through the

presence or absence of social accounting information in the selected annual reports. There

are many forms of media communication that banks might use to make their activities

visible and public. This research explores one of the main forms of such media

communications: annual reports (in this research 27 annual reports were analysed).

For this purpose, the first section focuses on how and why content analysis/disclosure

index is used in the social accounting literature, and justifies using the annual report as the

main sampling unit in the study. It also reviews and offers a critique of the different

approaches to conducting content analysis used in other studies, such as counting and

analysing. In the second section, the content of the annual reports is reviewed and analysed,

considering socio-cultural, legal, economic and political contexts, including Libyan

socialist ideology and the impact of globalisation. The third section discusses and analyses

disclosure in the sample of annual reports, summarises important points in relation to

disclosure and suggests reasons for non-disclosure.

For Krippendorff (2004, p.18), content analysis is: “a research technique for making

replicable and valid inferences from text (or other meaningful matter) to the context of their

use”. Content analysis as a research method has been used widely in social accounting

research (Gray et al., 1995b; Bebbington et al., 1999; Milne and Adler, 1999; Freedman

48 Libyan commercial banks are 15 banks; in this thesis 12 banks are studied.
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and Stagliano, 2002; Guthrie and Abeysekera, 2006). It is mainly used to explore how

entities discharge accountability through financial and non-financial information in

different media communications. On many occasions, content analysis in social accounting

research is conducting by analysis of annual reports. In this study, the content analysis is

also used in researching annual reports. The chapter aims to obtain an overview of the

status quo of social accounting disclosure in the Libyan Commercial Banking Sector.

Content analysis requires transferring content from annual reports (or the selected media)

into categories according to a checklist of categories. This categorisation assists the

researcher in determining the kind of information that is reported, and that is not referred to

in annual reports (Milne and Adler, 1999; Branco and Rodrigues, 2006; Maali et al., 2006).

For the purpose of data analysis in this study, the researcher should be aware of what kind

of social information should be reported taking into consideration the Libyan context; then,

investigates the presence or absence of social accounting information in the focus of the

study—here the annual reports of LCBs. As the research depend on critical theory, the

concern goes beyond classification issue of the annual reports content to the critical

analysis of the annual reports content and whether social disclosure by LCBs constitutes

any emancipatory potential that can promote positive change in Libyan society.

5.2 Content Analysis and Disclosure Index

In this thesis, the first empirical investigation is considered a form of ‘disclosure index’;

this is consistent with a broad understanding of ‘content analysis’ in the literature review.

Beattie et al. (2004 p. 214) reported that "disclosure index studies are based on the general

principles of content (or thematic) analysis - a well-established method in the social

sciences". For Dragomir (2010 p. 368), disclosure index studies form a part of content

analysis, “which involves classifying text units into categories”. Yekini (2009 p.124) also

confirmed that by stating: "We use content analysis to identify what companies disclosed in
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their annual reports and use this to create a disclosure index for each of our sample

companies". The analysis in this study focused on sections of the text that relate to the

selected categories and indicate 3BL, that is why the analysis here takes the form of a

disclosure index, and is characterised as a 'partial type of content analysis' (Beattie et al.,

2004 p.208). Using disclosure index as a part of content analysis is considered a most

useful technique as a result of its important role, where “(1) it is based on the ‘breadth’

(number of different topics) and ‘depth’ (specificity of information provided) and (2) it

may avoid elements of subjectivity” (Yusoff and Lehman, 2006 p.10). Many studies have

used a disclosure index as a research method (e.g. Ellabbar and Havard, 2005; Hossain et

al., 2006; Maali et al., 2006; Barako and Brown 2008; Yusoff and Lehman 2006; Cheung

et al., 2010). The main differences between content analysis and disclosure index, is that

the first analyses the whole text of a media communication, while the second focuses on

particular predefined information from a previously selected list to be analysed. However,

this does not preclude classifying disclosure index as a partial type of content analysis

(Beattie et al., 2004; Dragomir, 2010; Hassan and Marston, 2010).

5.2.1 Disclosure Index

“A disclosure index is a research instrument comprising a series of pre-selected items
which, when scored, provide a measure that indicates a level of disclosure in the specific
context for which the index was devised” (Guthrie and Abeysekera 2006 p.11).

According to Marston and Shrives (1991 p.201) the first use of “disclosure index occurred

in 1961” by Cerf to publish his research results. Disclosure index “can be used to show

compliance with regulations if the items in the index are so chosen or conversely it can be

used to show the level of voluntary disclosure” (Marston and Shrives, 1991 p.195). It could

identify the level of disclosure and particular predefined information in the entity's annual

report; here, in this study, "social accounting in LCBs", such disclosure could be

mandatory or/and voluntary information. Also, the disclosure index can cover more than
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one source of information (e.g. annual report and website), as well as covering company

and non-company sources of information (Hassan and Marston, 2010). The significance of

disclosure index is in selecting items or predefined information to investigate and analyse

(Marston and Shrives, 1991; De-Best, 2000).

5.3 Annual Reports in Accounting Research

Determining which documents should be subject to analysis, represents according to

Krippendorff (2004), the first step in the analysis the content. In this research annual

reports are the unit of analysis for the quantification and analysis of social accounting

disclosure (Tilt, 1994; Unerman, 2000). Milne and Adler (1999, p.237) have stressed that

the majority of researchers in the social accounting field have “focused on the disclosures

organisations make in their annual reports...The research method that is most commonly

used to assess organisations’ social and environmental disclosures is content analysis”. In

order to justify the reason to choose annual reports as the main source for content analysis,

it is appropriate to review the importance of annual reports in accounting research in

general and social accounting research in particular.

Issuing annual reports represents part of the entity’s responsibility. It is governed not only

by matters of custom and the market place, but also by legislative and quasi-legislative

regulation. Whether explicitly prescribed or something of an apparently voluntary nature,

information in these reports may indicate the parties to whom an entity’s management feel

responsible (including the parties themselves). Given the dominance of conventional

accounting, annual reports usually reflect the repressive form of accounting (Gallhofer and

Haslam, 2003). As Mangos and Lewis (1995, p.54) explained: “Managers’ accounting

choice and literate response in annual report form part of the corporate social

responsiveness within the economic activity”. Annual reports are one of the preferred ways
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of communication, dialogue and discharging of accountability to a wide range of

stakeholders (Gallhofer and Haslam, 1997; Buhr, 1998; Guthrie et al., 2004). The annual

reports also have a high level of credibility in comparison to other media (Tilt, 1994). The

annual report may not be the only way for a corporation to discharge accountability,

however, “they are the only form that is institutionalised and provided on a regular basis

year after year” (Buhr, 1998, p.169)49. The annual report is easily accessible. For some

researchers, annual reports may become the only or key source available as a result of the

limited number of other documents (Unerman, 2000), thus annual reports could reflect

either the repressive or emancipatory tendency of accounting form. Furthermore, the

reports provide a source to review earlier periods (Gray et al., 1995b). Thus, annual reports

are often the key visible, public and available documents.50

Annual reports, according to Campbell (2000 p.84) ‘can be accepted as an appropriate

source of a company’s attitudes towards social reporting’. For many corporations, social

information has become part of the annual reports (Gray et al., 1995b; Gray et al., 1996;

McAuley, 2005; Utama, 2009). Nevertheless, most of those disclosures are of an

apparently voluntary nature rather than formally regulated (Bebbington and Gray, 1993;

Mayo, 2001; Gray, 2002; Pearce, 2002; Lodhia, 2003; Catasús, 2008). Voluntary social

accounting indicates to ‘counter radical social accounting’ that stems from business

organisations needs. Thus, talk about emancipatory potential of social accounting is

questionable in light of its voluntary nature (Gallhofer and Haslam, 2003). In this respect,

there is no agreement on a common definition on what constitutes social reporting in terms

of either the content or form (Gray et al., 1995b; Milne and Gray, 2007). In spite of this,

most agree that annual reports remain an important medium for the communication of

49 For more see Gray et al (1995b, p.82).
50 As far as the case of Libyan banks is concerned, the researcher found that there are no other media
communications as information sources to reflect bank activities except for annual reports.
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social and environmental information to all interested parties.51 Providing social

information in annual reports contributes to enhancing the level of accountability and

transparency. For Gray et al. (1995b, p.83), this is because information provided in reports:

“is more likely to be read…it indicates the importance attached to the issues…it falls within the
auditor’s ambit… it is covered by the auditor and demonstrates the high profile of the issue and/or
its integration with mainstream matters of the company…it is fully integrated with the
mainstream activities of the organisation”.

The annual report is a significant document in which corporations may reflect their

attitudes, desires and contributions towards society. The annual report might also establish

a social image to be seen by a wide range of stakeholders, whether such an image reflects

‘counter radical’ or ‘radical’ social accounting—see Gray et al. (1995b), and Gallhofer

and Haslam (2003). Nevertheless, some researchers are concerned about the notion that

the entity can choose what to report or cover, and what to omit. Annual reports might be

used as a tool to enhance the corporate image, and as corporate propaganda. Thus, social

accounting might be used for the purposes to serve entities’ interests in the first place

(repressive/counter radical form of accounting) rather than the objectives established for

enhancing society’s well-being (emancipatory form of social accounting). Such entities’

interests might include polishing entities’ reputation, or for the purposes of legitimising

their economic policies and operations (Gallhofer et al., 1998; Gallhofer & Haslam, 2003;

Kamla, 2007). For Gallhofer and Haslam (2003): ‘Such social accounting is conceived of

as having gone beyond the conventional but with an orientation towards the preservation

or enhancement of the current socio-political order rather than something akin to an

emancipatory intent’ (Gallhofer and Haslam, 2003, pp.114-115). Accordingly, as social

accounting information becomes part of entity’s reporting activities, the corporation’s

efforts to legitimise their operations become easier – in some ways especially because not

every disclosure in the annual report is mandatory or verified/audited (Lehman, 1999;

51 In this respect, there are no stand-alone social reports issued by Libyan banks.
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Gallhofer and Haslam, 2003; Guthrie et al., 2004; Dey, 2007). For Brown and Deegan

(1999), annual reports are probably used by corporations to legitimise their operations52.

5.3.1 Sampling Units Used in this Research

It is difficult for any study to cover all documents relating to the targeted companies, “it is

almost impossible to identify all corporate communications that could possibly contain

CSR information” (Vourvachis, 2007, p.12). The researcher, therefore, has to sample a type

and number of documents for analysis. Accordingly, for the purpose of this study, and to

explore social disclosure in the Libyan commercial banking sector, disclosure index as part

of content analysis will be conducted mainly on annual reports. This is because in the

context of Libya, the researcher founded it difficult to gain access to other sources of

information (such as internal reports).

In literature, number of words, sentences or pages has been used to examine levels of social

disclosure (Ingram and Frazier, 1980; Gray et al., 1995b; Hackston and Milne, 1996;

Guthrie et al., 2004; Krippendorff, 2004; Guthrie and Abeysekera, 2006). Some researchers

preferred to use number of sentences in assessing the volume of disclosure, as they deem

number of sentences to give a clearer view of social reporting (Gray et al., 1995b; Ingram

and Frazier, 1980; Milne and Adler, 1999; Hackston and Milne, 1996). Whatever the

technique used for analysis, a researcher should be careful, as the mere inventory of

sentences or words (data capture) could lead to misleading results, especially when the

researcher focuses on counting the content rather than analysing it. In the analysis, there are

two important issues that have been addressed in various ways. The first issue relates to

52 In the Libyan commercial banking sector, annual reports represent main media; also there are no other
internal reports to any of interested parties. Moreover, some banks do not have websites. Therefore, as a
result of these factors and thesis limitations, the thesis will focus on annual reports



155

how data can be captured into categories, while, the second issue relates to categories

selection. These two issues should be discussed to justify the method adopted.

5.3.2 Data Capture into Categories

There are two methods of analysis used in social accounting research to capture data into

categories. The first relies on the weight of each category or sub-category, by

recording/coding the content of the annual report (or other media), using the coding of text.

This means many words, paragraphs, pages or sentences are classified and attributed into

suitable categories and sub-categories. Thus, classifying text into each suitable category

depends on coding selections to report the number or percentage in each category. This

manner reflects each category weight; see, for example, Hackston and Milne (1996), Milne

and Adler (1999), Parsa and Kouhy (2001), Guthrie et al, (2004), and Guthrie and

Abeysekera (2006). The second focuses on analysis of the content rather than counting it

(Gallhofer et al., 1996; Kamla, 2007). Here, the purpose of content classification is to

identify the presence or absence of each type as well as analysing and understanding the

content. So the main difference between the two methods is that the first gives importance

to the weight of each category, while the second gives importance to the presence and

quality of disclosure of each category. Each method has groups who embrace and promote

it. It is however methodology, the aim of the research, and the choice of theory that are the

critical factors in determining the method chosen.

5.4 Limitations of the Method of Analysis

For this study, it may be considered that a limitation was in the small number of annual

reports. This, at the same time, results from the low number of Libyan Commercial Banks

(15 banks), the researcher obtaining four annual reports from each bank (the accessibility

issue is discussed later). Another issue is whether the method of analysis is universal. It is
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widely used in various countries, which have different laws and regulations governing

disclosure. One may wonder to what extent it considers diversity and difference in different

contexts. Here, an effort has been made to shape the particularities of the method through

contextual appreciation but limitations may continue given the method’s development for

other contexts. Regarding limitations of the analysis of the content of the annual report, of

which the usage of the "disclosure index" is a part, the focus is largely on the quantity of

disclosure rather than quality characteristics; and even where they focus on quality, for

these methods "the amount of disclosure is used as a proxy for disclosure quality" (Beattie

et al., 2004 p.213). Analysis of the content can easily reflect researcher bias; this may be

reflected in the subjective coding process for analysis of narratives (Gray et al., 1995;

Milne and Adler, 1999; Guthrie and Abeysekera 2006; Flack, 2007; Yekini (2009). As Der-

Kruk (2009, p.30) notes, a "form of subjectivity arises when the disclosure index approach

is used". However, preparing decision rules in advance can help to reduce some possible

subjectivity. Among the risks of the disclosure index approach is that counting words or

sentences is expensive in time spent, and furthermore, "companies can influence the

disclosure scores by adapting their writing style" (Der-Kruk, 2009 p.14). To overcome the

limitations of the analysis in coding and counting, the disclosure index usage specified

items ex ante, and "examine[s] the text on the presence of these items" (see Der-Kruk, 2009

p.31). Other general limitations are related to difficulties in measuring the extent of

voluntary disclosure (Healy & Palepu, 2001). Moreover, the other limitation of the

disclosure index is that it is partial, where it focuses on "particular issues or pre-selected

index items" (Beattie et al., 2004 p.213). Such partiality may be inevitable but it is a

limitation. Other limitations include biases in the selection of categories and checklists and

the difficulties of capturing data into categories (Campbell et al., 2006). For Hassan and

Marston (2010 p.21), the construction of a disclosure index "does not take into account the
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incremental information content of each new item of information added to the index". It is

important to acknowledge these limitations, and to interpret cautiously in the light of the

awareness, even if some follow from the nature of the method. This particular method is

supplemented by others here.

There are those—for instance, Neuendorf (2002)—who believe and insist that analysis the

content is exclusively related to the quantification of texts (quantitative disclosure).

Problems of quantification of the content are still controversial in the content analysis

literature. Difficulties already exist in the content analysis or/and disclosure index process

related to choosing content units, pages, words or sentences. For example, using pages has

potential complexities such as the existence of images and graphics, besides, considering

pages may lead to losing some information (Gray et al., 1995b). Furthermore, there are

difficulties that may arise when using word count as content units. These include

“differences in font sizes, styles of writing, margin” (Parsa and Kouhy, 2001, p.6).

Sentences also give rise to some issues, where many of the sentences could be in more than

one category. This means the number or percentage of content into categories is subject to

an analyst’s discretion (Neuendorf, 2002, p.24). Actually, most of those difficulties are

associated with coding the data and attempting to count the content rather than analyse it.

Content analysis as a research method is therefore, criticised for its overall focus on

quantity of disclosure (Milne and Adler, 1999; Unerman, 2000) rather than quality. Bos and

Tarnai (1999, p.662) criticised the focus on counting words, pages and sentences in the

analysis:

“Pure quantification offered no guarantee for the validity and reliability of the results......If
analyses were limited to the manifest content, this limitation would prevent them from being
extended so that one could draw inferences about the latent content hidden between the lines,
the motives of those who produced the texts, or the effect of texts on the reader”

Also, Billig (1989, p.206) as cited in Wilson (1993) criticised the counting of words, pages

and sentences in the analysis:
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“This sort of methodology can count words, but it cannot interpret them. Under some circumstances
mere counting can lead to misleading conclusions”.

Moreover, content analysis can be seen as a method for ‘interpreting the meaning of texts’

(Ahuvia, 2001, p.150), so that interpretation can be done by analysing the content rather

than quantifying it. This is what Newbold et al. (2002, p.80) tried to explain:

“There is no simple relationship between media texts and their impact, and it would be far too
simplistic to base decisions in this regard on mere figures obtained from a statistical content
analysis”.

Macnamara (2006, p.5) also agrees with that point of view: to realise the impact of media,

“frequency of media messages” is not sufficient to demonstrate how much influence the

media has.

Taking into consideration the above arguments, this research is more concerned with the

presence and absence of each category to highlight the nature and quality of social

disclosure, and then interpret the findings in accordance to the Libyan socio-cultural, legal,

economic and political context. As the research adopts critical and postcolonial theory, it

explores the emancipatory potentials of social disclosure. Thus, the research goes beyond

coding and counting the content of disclosure and attempts to identify ‘radical’ social

accounting and ‘counter radical’ potentials of this disclosure. Understanding the Libyan

socio-cultural, legal, economic and political context enables the study to mobilise and

envisage social disclosure that could bring emancipatory change. Therefore, coding and

counting the content of media communications will not serve the research purpose.

Accordingly, the analysis of annual reports starts by understanding the context of their

contents and refers them to a suitable category in the checklist. Category

selection/categorisation of qualitative data represents another issue that would be discussed

in the next section. There is no agreement on the specific categories that can be adopted in

analysis. The literature provided different groups of categories for analysis, for example

Guthrie and Mathews (1985) and Gray et al. (1995b).
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5.5 Categories Selection Issue

“Arguments over the meanings of the terms ‘social and environmental’ are reflected in the
different categories of these terms that have been used in content analysis” (Campbell et al.,
2006, p.97)

In general, categories in content analysis/disclosure index mean, different groups have

common characteristics. Some would prefer units to contain a mixture of sentences and

words, to be devoted to different categories (Milne and Adler, 1999). The classification of

sentences or words into groups/categories would be based on some common characteristics

that are identified by a researcher in advance. In the literature, there are many kinds of

categories adopted by authors such as Guthrie and Mathews (1985), Gray et al. (1995b), or

adopted by institutions such as GRI (2002; 2008). However, one should be careful when

adopting specific categories. This is because classification of groups depends to some

extent on the industry, and the context that the entity operates in (Ahmad, et al., 2003). For

Rourke and Anderson (2004), it is better for the researcher to use a checklist that was

previously used and tested (see: Stacey and Gerbic, 2003; Rourke and Anderson, 2004).

However, a different context requires different category classification. Belal and Momin

(2009, p.13) noted that studies in developing countries regarding social responsibility

mainly depended on “established categories rather than attempting to explore CSR issues

from a contextual analysis of these disclosures”. A few studies in developing countries,

such as Kuasirikun and Sherer (2004), and Kamla (2007), however, considered the specific

social and economic context in their categories.

It is important for this research to benefit from previous categorisations that have been

prepared and adopted in previous studies. Nevertheless, it is also important to consider the

context of Libya and commercial banks. Kamla (2007, p.121) deems the groups of

categories adopted, to “reflect the researcher’s reading” but should also be considered in

context. Therefore, the researcher stressed the need to take into account social, economic
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and political characteristics, when adopting specific categories. This is what Belal and

Momin (2009, p.12) explained:

“a researcher can miss a particular type of disclosure which is typical to an emerging
economy context if strictly focused on categorisation developed in regard to developed
economies...where...there is a great deal of variation between economies in the issues
recorded within each category...so...CSR issues in an emerging economy often need to be
carefully identified or explored considering its own socio-cultural and political context”.

One would like to emphasise that classification of items into categories is arguable. Each

researcher could have a viewpoint about classification, and the difference in classification

exists in literature as well. However, regardless of classification, the main concern here in

this study stems from a critical analysis of accounting/social accounting, to consider the

extent such disclosed items/categories/subcategories refer/indicate to radical social

accounting (empowering and emancipatory potentialities). Therefore, the research concern

goes beyond the classification issue of the annual reports content to the critical analysis of

the annual reports content. Social information in the LCBs annual reports were considered

and classified into each related category, including monetary information non-monetary

information ‘narrative’ and bad or good news. In other words, any information considered

to indicate social responsibility are classified into a suitable category, regardless of what

the purpose of information, or whether the information reflects radical social accounting or

counter radical social accounting.

From the previous discussion, a number of criteria can be identified to govern the selection

of proper categories for this research,

o The theoretical framework and the purpose of the research should be reflected in the

categories (Ingram and Frazier, 1980; Vourvachis, 2007).

o The research context, which includes socio-cultural, legal, economic and political factors,

significantly influences the choice of these categories (Gallhofer et al., 1996; Kamla, 2007;

Belal and Momin, 2009).
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o Identify the appropriateness of some of previous studies categories to the study context.

Also, in terms of institutions, GRI (2008; 2010) issued a categories list of social aspects in

financial institutions; therefore, it is suitable to consider them.

5.5.1 Disclosure Categories in This Research

In terms of form, the researcher adopted what is commonly known as the index technique

that was adopted by several researchers (Marston and Shrives, 1991; De-Best, 2000;

Hassan and Marston, 2010). In general, methods such as content analysis/disclosure index

in social accounting literature focused on several categories regarding social accounting

information. These include: the environment; employees; products and customers;

community and other. For Gray et al. (1995b, p.81) ‘the “other” category may also

succeed in capturing any “new” meanings of CSR as they emerge’. Besides, it should be

noted that it is necessary to some extent to add sub-categories into each single category

(Gray et al., 1995b). However, for the purpose of this research, the final categories were

determined after testing the pilot sample.

From the discussion of social accounting construct in chapters two and three; social

accounting goes beyond financial accountability to shareholders (one bottom line). Hence,

entities should be accountable to a wide range of stakeholders, including society (triple

bottom line).
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53 These listed categories rely mainly on the Libyan context and GRI (2008; 2010) after adding the FSSS criteria, and characteristics related to the banking sector.

Fig 5.1: Six Main Categories
for the Analysis Checklist

Community

Sub-Categories

2.1 Employees benefits and payments
2.2 Health and safety
2.3 Training programs
2.4 Employees’ Human Rights
2.5 Employees’ Engagement

Employees Customers Economy Environment Others

1.1 Initiatives towards Community
1.2 Community’s Investment
1.3 Community’s Engagement

3.1 Customers’ Benefits and Care
3.2 Customers’ Human Rights
3.3 Customers’ Engagement

5.1 Direct Responsibility to
Environment
5.2 Indirect Responsibility to
Environment

6.1 Adhering to Government/CBL
Policies
6.2 Some Disclosures that have a
Social Responsibility Dimension

4.1 Direct and Indirect Contribution
in Local Economy
4.2 Shareholders’ Benefits and Value
4.3 Shareholders’ Engagement
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Adopting a triple bottom line approach reflects ‘emancipatory’ social accounting that is

concerned with going beyond ‘repressive’ social accounting (the narrow conventional

accounting). The researcher considers the Financial Services Sector Supplement (FSSS),

which is provided by GRI (2010) as a basis54. Fig. 5.1 shows the six categories used in this

study, which are: Community, Employees, Costumers, Economy, Environment and Other.

For Khan et al. (2009, p.345), as social accounting “is tied with the ‘‘triple-bottom-line’’,

information in annual reports should cover financial information, employees and

community issues, as well as the environmental dimension.

5.6 Reliability and Validity Issues

For Neuendorf (2002), reliability should be applied when using the content

analysis/disclosure index method to confer upon it meaning and credibility. Krippendorff

(2004) reported that reliability contains three elements: reproducibility, stability and

accuracy. For Hassan and Marston (2010 p.25), there are three common forms of reliability

and another three for validity; those for reliability include "test-retest, inter-coder

reliability, and internal consistency… [while validity include]... criterion validity, content

validity and construct validity". Reliability means that the investigation result will not

change even with repeated trials by different researchers (Reproducibility). "Since the

scores are extracted from printed annual reports which remain constant over time there is

no obstacle to repetition" (Marston and Shrives, 1991 p.197; see Prihatiningtyas 2011

p.22). Besides, the results of analysis should be stable over time, (Stability) (Neuendorf,

2002; Krippendorff, 2004). For Krippendorff, (2004, p.211), the “research procedure is

reliable when it responds to the same phenomena in the same way regardless of the

circumstances of its implementation”. In general, reliability is related to the credibility of

54 The FSSS considers social accounting in financial sector including banks.
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measurement, in the sense of impartiality in measuring. While, validity means that the data

under analysis is the same data, which a researcher aims to investigate/verify. So, for

Macnamara (2006, p.13), validity of research can be simply achieved by “careful selection

of the sample of media content to be analysed”. In terms of the validity of a disclosure

index, "the index can be considered to be valid if it expresses what the researcher intended"

(Omar and Simon, 2011 p.177). It could be mentioned that most researchers in social

accounting used reliability measurement, but these researchers adopted coding to conduct

research and count the content, and for Hassan and Marston (2010), this is sometimes not

relevant to manual analysis  (see: Milne and Adler, 1999; Beatttie and Thomson, 2007;

Hassan and Marston, 2010).  Other researches that were mainly concerned with analysing

and interpreting the content rather than coding or counting it, usually do not stress

reliability. Reliability measurement in research is used to confirm the coded data, and

establish that data collected can be trusted. It may be argued that, in general, "Qualitative

methods will never achieve perfect reliability, nor should they be expected to if valid

studies of the real world are to be produced" (O'Dwyer, 1999, p.212). However, according

to Milne and Adler (1999) few studies in social accounting responsibility have committed

themselves to reliability measurement. Moreover, researches adopting critical or

interpretive approaches seem to pay less attention to the reliability test (Unerman, 1998, as

cited in O' Dwyer, 1999).

5.6.1 The Researcher’s Steps Regarding Reliability and Validity

The researcher endeavoured to ensure the reliability and validity of the research through

the following steps, including: (1) conducting a pilot study, as is strongly recommended

(Gray et al., 1995b). According to Milne and Adler (1999), the pilot study could be seen as

an essential stage before deciding on the actual categories. In this work, the pilot study was

conducted to familiarise the researcher with banks' activities and the collected data, in



165

terms of categories and understanding the content context before starting the process of

content analysis (Wolfe, 1991). Therefore, five annual reports were analysed and

retransferred into checklist categories, as a pilot sample. Thus, the pilot study was

conducted before starting any actual analysis for the following purposes: (a) in order to

establish the suitability of the checklist selection, and to confirm reliability of the research;

(b) to ensure the selected categories are appropriate to the content of annual reports; (c) to

remove any ambiguities and translation problems that could exist in the category. (2) For

Stability, the researcher decided to expand the circle of information to include four years of

annual reports for key banks, and one annual report for the rest of the population (for

reasons that will be explained later in this chapter). (3) The initial instrument

categories/classification was changed to fit the LCBs' context. As the initial one was

mainly focused on literature, and the researcher's perspective. The pilot study inspired the

researcher to consider the Libyan banks context. (4) Moreover, the researcher consulted

supervisors, other staff and students in order to make sure he avoided any possible errors.

The possible errors that could include: ambiguities, misunderstanding or biases during the

translation, where there are some sentences that might have more than one meaning.

However, even with consultation and careful selection, the instrument reflects the

researcher's reading of the LCBs annual report.

5.7 Population and Sample (Justification and Difficulties)

As was previously mentioned, the research focus is on the Libyan commercial banking

sector. For the purpose of data collection and sample, the researcher relied on the data

published by CBL and other banks on 30/12/2009 (CBL, 2009). The researcher aimed to

collect four annual reports from each commercial bank for 2005 – 2008. However, it was

impossible to do so, as a result of some difficulties in collection. Some annual reports could

be obtained easily from some banks, as hard copy or via the bank's website (e.g.
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Gumhouria Bank and Commerce & Development Bank). However, the researcher faced

difficulties when he attempted to obtain four annual reports from other banks for many

reasons, including: some banks have recently been established, thus some of them did not

issue annual reports and do not have a website (e.g. Commercial Arab Bank, First Gulf

Libyan Bank). While others had issued only one annual report at the time of the research

(e.g. Alejmaa Alarabi Bank, 2006). Alejmaa Alarabi Bank attributed the delayed reports to

the late audit process, where the 2007 report was still subject to review. Aman Bank said

that the 2007 report was under the editing process and needed time to publish. However for

different reasons, it was difficult to obtain four annual report from the National Banking

Corporation, Waha  Bank, Aman Bank, Alejmaa Alarabi Bank, Mediterranean Bank,

Alsaraya Bank and United Banking. Added to this, the change in the laws and regulations

on banks, and the merger of some banks55, led to the emergence of banks and new entities

on the ruins of the former. Therefore, obtaining only one annual report from some banks,

does not necessarily indicate a lack of access to the reports, as far as recent indications that

the banks were restructuring in their sector.

It should also be mentioned that the key Libyan commercial banks, which represent more

than 90% of LCBs in terms of assets, income and deposits are fully represented with four

annual reports. Therefore, the researcher decided to work in two directions. First: selecting

the largest and most important banks as a representative sample (key LCBs) from the

population, and selecting four annual reports from each bank for the period 2005 - 2008.

Second: obtaining one most recent annual report from the remaining commercial banks,

and therefore representing the whole population. The main reasons for choosing four

annual reports is that this period witnessed reforms, and represents a period of transition in

55 The CBL decided in 2006 to merge a group of national banks into the National Banking Corporation.
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terms of ownership structure and LCB laws and regulations. Moreover, choosing four years

avoids the possibility of losing some information, if only one annual report is considered.

Table 5.1 shows that there are 15 commercial banks in Libya in total. To choose the

representative sample, the banks were divided into three groups depending on ownership

structure: government-owned banks, banks owned by the private sector, and banks owned

by both sectors. The sample that was chosen was from these three groups, and includes the

largest banks, especially in terms of the spread of their branches in Libya and oldest

established banks.56

From the table, this sample represents more than 90% of the population in terms of assets,

income and deposits (see chapter four for more details). In other words, the rest of the

banks outside the sample represent less than 10% of the population in terms of assets,

income and deposits (this does not mean ignoring the rest of population). Prior social

accounting research confirmed the existence of a relationship between the entity’s size and

the level of social accounting disclosure (Andrew et. al., 1989; Patten, 1991; Deegan and

Gordon, 1996; Tilt, 1997; O’Dwyer, 1999; Adams and Harte, 1998; Naser et al., 2006).

Thus, the sample selected includes five banks, which are Gumhouria Bank, National

Commercial Bank, Commerce & Development Bank, Sahara Bank and Wahda Bank. The

research also considers the other LCBs, in that the research selects one available annual

report from each, as table 5.3 shows.

56 As noted from table 5.1, there are some banks with only one or two branches.
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Table 5.1 These Libyan commercial banks data/figures until the end of the third quarter of 2009.                                   (1.00 $ = 1.22 D.L)

N P T Bank Income Assets Deposits Branches & Agencies
Million D.L % % Million D.L % % Million D.L % % N % %

1

St
at

e-
ow

ne
d

Gumhouria Bank 323.4 31%

50.4%

22482.5 38.6%

59.6%

18860.3 39.2%

58.4%

150 33.04%

56%

2 National Commercial Bank 171.1 16.6% 10276.9 17.6% 8088.0 16.8% 51 11.33%

3 National Banking Corporation 14.4 1.4% 1376.8 2.4% 778.6 1.6% 50 11.19%

4 Waha Bank 14.3 1.4% 585.4 1.0% 390.6 0.8% 2 0.44%

5

Pr
iv

at
e-

ow
ne

d

Commerce & Development Bank 51.1 5%

9.3%

2137.4 3.7%

6.1%

1833.7 3.8%

6%

30 6.7%

15.4%

6 Aman Bank 16.7 1.6% 632.6 1.1% 531.4 1.1% 13 2.9%

7 Alejmaa Alarabi Bank 12.4 1.2% 333.7 0.6% 232.3 0.5% 13 2.9%

8 Mediterranean Bank 4.1 0.4% 100.4 0.2% 68.2 0.1% 2 0.44%

9 Alsaraya Bank 2.5 0.2% 89.7 0.2% 55.9 0.1% 2 0.44%

10 United Banking 5.3 0.5% 219.3 0.4% 176.4 0.4% 10 2.2%

11

St
at

e 
an

d 
Pr

iv
at

e
–

ow
ne

d

Commercial Arab Bank 2.5 0.2%

40.3%

102.5 0.2%

34.3%

78.4 0.2%

35.6%

1 0.22%

28.6%

12 Sahara Bank 218 21.1% 11254.1 19.3% 9853.1 20.5% 53 11.67%

13 Wahda Bank 187.4 18.2% 8004.3 13.7% 6828.5 14.2% 74 16.5%

14 First Gulf Libyan Bank 6.4 0.6% 460.1 0.8% 194.3 0.4% 1 0.22%

15 Al-Wafa Bank 2.4 0.2% 193.3 0.3% 142.9 0.3% 2 0.44%

Total 1032.0 100% 100% 58249.0 100% 100% 48112.6 100% 100% 454 100% 100%
Source: The information is derived from data published by the Central Bank of Libya (2009), and on banks’ websites as of 31/12/2009.
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5.8 Empirical Analysis of Annual Reports57

The content of available annual reports has been analysed and transferred into suitable sub-

categories. The researcher’s target was 30 annual reports. However, only 27 annual reports

were available (see table 5.2), so the available proportion is 90% of the target sample. The

number of banks targeted was 15 (all population), but only 12 banks were available to the

researcher (80% of the population), as shown in table 5.2. The three banks that were

unavailable were Commercial Arab bank, Wafa Bank and First Gulf Libyan Bank.

Libyan commercial banking sector Annual reports

Target 15 (all population) 30

Available 12 27

Percentage 80% 90%

Table 5.2 Available Annual Reports

As mentioned, the researcher tried to obtain all the targeted reports. Table 5.3 shows the

final number of available annual reports along with some of their characteristics, namely

the entity’s ownership, language and years available. From table 5.3, it can be seen that

most of the annual reports were published in the Arabic language only, while some were

available in both Arabic and English. In table 5.3, the ownership classification is based on

the year 2008 as since the State began its privatisation programme several years ago, the

ownership structure has changed from year to year (see chapter four). By the end of 2010,

no bank was owned 100% by the State.

57 Appendix 1 provide a list of decision rules/choices for categories of disclosure
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N Ownership Structure Bank Language of
report

Years of
Reports

1 State-owned
100% CBL

Gumhouria Bank

Arabic 2005
Arabic 2006
Arabic 2007
Arabic 2008

2
Privately-owned

100% private
Commerce & Development

Bank

Arabic/English 2005
Arabic/English 2006
Arabic/English 2007
Arabic/English 2008

3 State & Privately-owned: 2005 & 2006 58%
government institution and 42% private sector.

(2007 & 2008 39%  government institution,
42% private sector,  and 19% foreign bank)

Sahara Bank

Arabic 2005
Arabic 2006
English 2007
English 2008

4 State & Privately-owned: 2005 & 2006 87%
CBL- (2007 73% Government institution, 14%
CBL, 13% Private) – (2008 54% Government
institution,19% foreign bank 27% Private)

Wahda Bank

Arabic 2005
Arabic 2006
Arabic 2007
Arabic 2008

5
State-owned
100% CBL National Commercial Bank

Arabic 2005
Arabic 2006
Arabic 2007
Arabic 2008

6 State-owned National Banking Corporation Arabic 2007
7 State & Privately-owned Waha Bank Arabic 2008
8 Privately-owned Aman Bank Arabic 2006
9 Privately-owned Alejmaa Alarabi Bank Arabic 2006

10 Privately-owned Mediterranean Bank Arabic 2007
11 Privately-owned Alsaraya Bank Arabic 2007
12 Privately-owned United Banking Arabic/English 2008
13 State & Privately-owned Commercial Arab Bank N/A Non
14 State & Privately-owned First Gulf Libyan Bank N/A Non
15 State & Privately-owned Al-Wafa Bank N/A Non

Table 5.3 The Form of Annual Reports

After analysis of the content of annual reports of LCBs, the average percentage of annual

reports and the average number of banks disclosing in each category is shown in table 5.4.

The percentage mentioned represents the existence of social disclosure; the quality and

type of disclosure in terms of whether it is radical or counter-radical social accounting will

be illuminated throughout the analysis of the content.

N Dimension/
categories

The Percentage of Category Presence
The average number of disclosing

banks in each category
The average percentage of annual

reports disclosing in each category.
1 Community 2.6 25%
2 Employees 5.6 45%
3 Customers 3.4 26%
4 Economy 7.6 68%
5 Environment 0 0%
6 Other 7.8 55%

Table 5.4 The Percentage of Each Category the Sample of Annual Reports Reflected
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5.8.1 First Category: Community

According to Prior and Argandona (2009, p.263): "Financial institutions must acknowledge

their function in the society and their social responsibility". Banks should disclose how

they are interacting with and impacting upon society. Such disclosure could include an

explanation about their social role within their own communities. This category is

particularly important in the Libyan context, where socialism has been an integral part of

the society for a long period of time. The ideology of socialism is based on all institutions

in the State having to work with the public interest as a priority. The most important factor

in this respect are community initiatives, which are of interest to the Libyan context.

Therefore, previous studies and standards can be seen as guidance only, rather than the

basis of the research58.

This research found that only an average of 2.6 of the banks (25% of annual reports)

reported information under the community category with more attention being directed

towards contribution to social wealth and the bank's role in serving the national economy.

Just 5 of the 12 banks (62% of the annual reports) made this disclosure. In addition, little

attention was paid to their contributions to community engagement. The results also

showed that there is no attention paid to issues related to procedures for local hiring. Some

disclosures were a narrative, while others focused on quantitative/monetary disclosure.

Whether the disclosure was narrative or quantitative, it was always positive. As table 5.5

shows, most community issues did not receive much attention in banks’ annual reports.

58 Gray (1995b) classified some sub-categories under a community involvement category: community
activities, health and related activities, education and the arts and other community activity disclosures.
Kamla, (2007) reported some detailed information in the community developments category, including
national and international community development, donations, charity disclosure. Pratten and Mashat, (2009)
divided the community category into two main sub-categories: charity and community. Further, the GRI
includes society performance indicators with groups of sub-categories, including one for financial
institutions.
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Sub-categories

Code of bank Gumhouria
Bank

Commerce &
Development

Bank

Sahara
Bank

Wahda
Bank

National
Comercial

Bank

N
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W
ah

a 
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k

A
m

an
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an
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m
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N
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Year of report

20
05

20
06

20
07

20
08

20
05

20
06

20
07

20
08

20
05

20
06

20
07

20
08

20
05

20
06

20
07

20
08

20
05

20
06

20
07

20
08

20
07

20
08

20
06

20
06

20
07

20
07

20
08

Pages of report

22 15 18 40 40 40 38 44 34 36 29 30 50 55 55 54 44 43 46 28 21 10 18 33 31 25 20Details of sub-category

1.1
Initiatives
Towards
Community

Contributing to community
events / / / / 3 4 14%

Access points in low-
population or
disadvantaged areas.

/ / / / / /
/ / /

/ / / / 4 13 48%

1.2
Community
investment

Supporting local  activities
and contributing to the
well-being of society,
include community
partnership and investment

/ / / / / / / / / / / / / / / / / 5 17 62%

Procedures for local hiring 0 0 0%
1.3
Community’s
Engagement

Collaboration with
institutions / 1 1 3%

Table 5.5: Results of Details of Sub-categories under Community Category
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5.8.1.1 Initiatives towards the Community

 Contributing to community events

Most banks do not mention how they communicate with the surrounding community. Only

three banks (14% of annual reports) reported under this category. One of those banks is

United Banking, which gave quantitative information regarding its contribution to social

activities. The bank disclosed "National Ceremonies and Social Activities Expenses" in its

expenditure analysis (United Banking, 2008, p.17). Furthermore, Commerce &

Development Bank (BCD) briefly reported in a qualitative ‘good news’ manner:

"Your leading Bank took part in several social, cultural and economic activities in line with
its conviction of its socioeconomic role within its working environment. The Bank
participated in a number of gatherings, seminars and conferences. It also sponsored social
and communal activities that earned it appreciation which resulted in increased marketing of
services and reinforced the Bank's stature and reliability among clientele enhancing demand
on the differentiated services it provides" (BCD, 2007 p.10).

Social programmes such as religious festivals and social activities in the neighbourhoods

are a prominent feature in the Libyan context. Social programmes do not usually receive

any government support but are largely dependent on the contribution of individuals and

companies in the region. Thus the contribution of banks to such events will have a

significant effect on society and could be seen as radical social accounting and part of a

bank’s social responsibility59.

 Access points to low-populated or economically disadvantaged areas

Only four banks (48% of annual reports) reported on their branches and agencies in low-

population or economically disadvantaged areas. In general, most banks did report on

openings of new branches and agencies. Some of them attributed the cause of opening new

branches to extending their operations, while others did not provide any detailed

information about the reasons. No banks reported any more about their operations in low-

59 Such contributions sometimes require the approval of the General Assembly. In the case of the public
banks this means the approval of the Central Bank, and in the case of the private banks it means the approval
of shareholders. This might be one reason behind the banks' reluctance to contribute.
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population or economically disadvantaged areas. Such services are important in the Libyan

context, where some people live far from urban areas; but it remains important for them to

have access to banking services. This is especially true because basic banking services,

such as cash machines for withdrawing money or using cards for shopping, are still not

widespread in Libya, even in the major cities60. The disclosure that is being made in this

area comes from banks that are owned wholly or partly by the government/CBL. Opening

these branches was part of the State’s policy on the implementation of social agenda away

from profit purposes61; therefore, such disclosure could be seen as having emancipatory

potential. On the other hand, the silence of other LCBs in this issue and a lack of evidence

through disclosure that they are addressing the issue could be considered a dimension of

counter-radical social accounting.

5.8.1.2 Community Investment

Community investment disclosure includes disclosure of contributions to social wealth and

procedures for local hiring, forming community partnerships and investment of funds in the

broader community. Disclosure on such dimensions presents the possibility of more radical

social accounting.

 Supporting local  activities and contributing to the well-being of society

including community partnership and investment

According to Gallhofer and Haslam (1993 p.326), "Accountability appears equivalent to

the ability to render accounts conducive to well-being". Social accounting and its

conceptions that were discussed earlier in chapter three ostensibly reflect organisations’

60 Unlike in other countries, in Libya financial dealing between people and for shopping is done only by cash.
For example, in Britain and other Western countries, one can get loans and cash from the post-office or other
available institutions. One can also obtain cash from cash machines deployed in the streets. Moreover people
do not need to hold cash to do shopping in commercial centres and most of the shops. In contrast, in Libya
financial services can be obtained exclusively through banks. Thus, this makes the presence of bank branches
in remote areas vital for the community.
61 Such responsibility has been highlighted by a number of international institutions as being key to banks’
operations (Decker, 2004; GRI, 2008).
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role to create social justice, protect the environment and increase social wealth (Gray,

1992; Gallhofer and Haslam, 1993; 2003; Gray et al, 1996; Gray, 2000; Justice, 2002;

Adams, 2004; Crowther and Martinez 2004; Ball and Seal, 2005; Ebner and Baumgartner,

2006; Richardson, 2009; Finn, 2009). The banking sector potentially plays a critical role in

sustainable development in society through considering social and environmental factors

and contributing to social welfare (Moyo and Rohan, 2006; Achua 2008; HSBC, 2009).

Moreover, besides the State, banks are seen as the most important sectors in the country to

support and fund development and infrastructure projects.

The role of LCBs in contributing to the well-being of society could be done by them

offering services of credit and letters of guarantee. Also, banks could make a contribution

to projects and companies that operate in the public interest. Social wealth could also be

achieved through community partnerships and investment, which would indicate LCBs’

efforts to transfer services, industries and capital to underserved communities. This also

includes infrastructure investment, including transport links, utilities, community social

facilities, sports centres, health and welfare centres (GRI, 2008).62 Disclosure and evidence

of the existence of such activities in LCBs could be considered as showing the potential for

an emancipatory social accounting as such social activities would reflect the intent to

change society for the better (Gallhofer and Haslam, 2003)63.

In Libya according to the sample, five banks (62% of annual reports) disclosed information

regarding their contribution to the society. Such contributions were focused on serving the

national economy and policies for agreeing to grant credit facilities in various areas.

62 According to Prior and Argandona (2009), in the real world banks, mainly focus on corporate lending and
do not pay much attention to investing in infrastructure due to the low return on such projects. Rodríguez and
Santiso (2007, p.10) take another view: "Private banks have also become involved in infrastructure projects,
and increasingly often sealing partnerships with the public sector in many countries" (see Chan-Fishel, 2007;
Amaeshi et al., 2006; Visser, 2008; Utama, 2009).
63 Radebaugh and Gray (2002, p.119) reported the social accounting and its terms reflect "accountability to
society as a whole with respect to matters of public interest such as community welfare, public safety".
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Mediterranean Bank (2007, p.6) narrated their story regarding how they are serving the

community:

“Granting facilities like overdraft to fund the different economic activities, this increase of
54% comparing with last year. Also the commercial loans have increased by 133%, which
spread these facilities on different economic sectors, individuals, participatory and
companies ".

National Commercial Bank (2007, p.3) reported:

“The National Commercial Bank plays a leading role in supporting and activating the
economic activity as well as providing different banking services in different areas. Where
the bank had granted credit facilities and social and housing loans for various segments of
society"

Sahara Bank (2007, p.3) disclosed the following:

"Whereas actually it has been initiated in studying and financing a number of special
projects for hotels, hospitals and industries accompanying the executed programs

Sahara Bank (2006, p.24) also disclosed:

The bank has continued to contribute in many companies, which would increase the
national economy....the Bank contribution in Saving and Real-Estate Investment Bank,
which providing services to citizens without the prospect of any returns".

All banks that were owned wholly or partly by the State (Gumhouria Bank, Sahara Bank,

Wahda Bank and National Commercial Bank) have shares in the Savings and Real-Estate

Investment Bank that provides mortgages to people without the prospect of achieving any

returns. This disclosure could be deemed as showing the emancipatory potential of social

accounting, as the banks appear accountable to the needs of society as a priority issue64. On

the other hand, the silence of other LCBs on this issue and a lack of evidence through

disclosure that they are addressing the issue, could be considered a dimension of a counter

radical social accounting. There are also other issues that were not disclosed in banks’

annual reports. These issues include the bank’s contributions to managing programmes to

64 Libyan banks, where investing in non-profitable activities, do contribute to Libyan well-being. This does
not imply that banks should only invest in non-profitable activities. Prescriptively, an imperfect context, the
operating of a mutually – reinforcing nexus of regulatory practices can engender better activity consistent
overall with a more appropriate/constrained profit-making rather than its elimination (Gallhofer and Haslam,
2007) (see chapters six and seven).
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address the priority needs of the community and promoting volunteerism (voluntary work).

Also, issues that were not disclosed include the creation of job opportunities, which helps

reduce unemployment. The ambiguity of disclosure here can be attributed to the fact that

most social activities are the result of government directives directly to the banks. Buzied

(1998) reported that most Libyan firms and banks have been owned by the government,

and their ostensible general aim is to achieve social well-being/wealth; at least that was

their declared slogan.65

One can argue that contributions to social welfare/well-being should become a policy and

that there should be a strategy to describe such contributions. Banks have described their

role in serving society, which is a positive point, but the activities that are mentioned, such

as providing different banking services and agreeing to grant credit facilities, could also be

interpreted as being for profitability. So the disclosure here has both mainstream Western

social accounting tendency and emancipatory social accounting. However, one cannot

place complete blame for failing to invest in public and low-profit projects on the banks

alone. Banks in Libya are struggling to survive, so investment in major and unprofitable

projects could have led to severe economic consequences. The reluctance of banks to make

investments in what are considered low return or high risk projects, although they may

represent an urgent need for society, increases the role of the government in making such

projects attractive for banks, such as encouraging banks to finance such projects in return

for incentives and guarantees from the State. In Libya, such investments depended mainly

65 "The legitimate purpose for private economic activities is only to satisfy one's needs ... No one has the right
to undertake an economic activity whereby wealth exceeding the satisfaction of one's needs can be amassed...
If economic activity is allowed to extend beyond the satisfaction of needs, some will acquire more than
required for their needs while others will be deprived" (Qudafi, 1976, p.57-58). However, the contents of the
Green Book were not necessarily adhered to in practice. Political and economic corruption and the absence of
freedoms were the dominant features in Libyan life, thus affecting the banks’ contexts; this is discussed later.
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on the State’s support, sometimes supported by banks as a result of direct government

directives66.

 Procedures for local hiring

No bank disclosed information regarding procedures for local hiring. Local hiring in

banking is considered to be important as staff and senior management who come from the

local area are more aware of the needs of the community and make the bank more

interactive with its surrounding community (GRI, 2008). Moreover, the residential

structure in the Middle Eastern including Libya 67 is ‘predominantly tribal’ (Issawi, 1956,

p.36).68 Therefore, managing the banks locally is significant in the context of Libya.

In Libya, the government promotes that local efficiencies within each region have to be

considered. GRI (2008) encourages disclosure about procedures for local hiring and

community partnerships, including the disclosure of the proportion of senior management

hired from the local community. From the sample of annual reports, none of the twelve

banks disclosed any information in this regard.

5.8.1.3 Community Engagement

Social accounting should be integral to banks’ engagement with the surrounding society,

and must reflect the opinions of a wide variety of people/groups. Hence, community

engagement relates to the extent banks interact with society about different issues (GRI,

2002; Jacobs, 2005). Engagement here includes that with groups of society, such as

66 With or without banks’ contribution, the role of government outside the entities' framework has been
indispensable, especially in areas related to infrastructure that cannot be fully covered by business
organisations alone (Bulut and Yumrukay, 2009). In Libya, there are State-owned banks specializing in this
area, such as the Bank of Development. Also, the central bank sometimes instructs public banks to fund some
projects on the basis of government guarantees.
67 According to Issawi, (1956, p.28) the Middle East is ‘the territory bounded by and including Libya in the
west, Sudan in the south, Turkey in the north, and Pakistan in the east’
68 With the exception of civilised cities such as Tripoli, Benghazi and Misurata most of the other regions in
Libya have a tribal structure, and the regional and tribal affiliations play a key role as a result of loyalty that
people feel towards them.
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institutions, popular conferences, focus groups, community panels, corporate advisory

panels, management/union structures and NGOs. The only evidence of community

engagement came from Gumhoria Bank. The annual report stated:

“The Bank studies requests from some communities regarding the possibility of opening new
branches in their remote areas" (Gumhoria, 2005, p.19).

Gumhoria Bank did not provide further details on how it engages with its communities and

whether engagement is considered a priority. The low level of disclosure on community

engagement could be due to the absence of civil society organisations and the lack of

freedom. Even in a society with a socialist ideology that promotes community engagement,

the absence of a clear mechanism to do so hinders significant practical progress.

The analysis indicates that banks do not pay sufficient attention to discharge accountability

towards the community. In the Libyan context, the regime claims that the community has

the right to dictate the policy on local organisations and to supervise its execution. The lack

of community disclosure by Libyan banks did not, therefore, fall short only of GRI

requirements (mainstream Western social accounting), but also of Libyan expectations. The

level of community disclosure did not match the regime's commitments and its theories

regarding considering society as priority. In the absence of much in terms of freedom,

political parties, free media and civil society organisations, there was no guarantee it would

implement its socialist slogans vis-à-vis society or interested parties.

The analysis yields a number of insights. In terms of the different aspects, 62% of the

annual reports referred to investments in unprofitable projects and contribution to social

wealth and 48% to opening branches in remote areas. This is a type of disclosure not

previously recorded in studies into banks' social reporting in Western or other capitalistic

contexts (see Zeghal and Ahmed, 1990; Tsang, 1998; Douglas et al., 2004; Coupland,

2006; Branco and Rodrigues, 2006). Such a disclosure appears to reflect the dominance of
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the State over LCBs, since most of the investment is directed by the State rather than by

banks. If enhanced, these somewhat unique types of disclosure could represent aspects of

radical social accounting. It remains to be seen, however, how increased privatisation will

impact on the willingness of LCBs to continue providing these activities/disclosures.

5.8.2 Second Category:  Employees

In the employees' category, the highest level of disclosure is in the benefits and training

programmes sub-category, while the lowest level of disclosure is in the health and safety

sub-category. Furthermore, employees’ engagement and human rights also have low levels

of disclosure, with just one bank reporting about each of these. Some of the disclosures

made under the employees’ category follows the mainstream Western social accounting

which attributes social initiatives to the business’s needs, meaning factors that might help

the banks to achieve greater profits receive more attention. Other disclosures indicate the

potential for a more emancipatory/radical social accounting, such as employees’ health

insurance and bonuses awarded to employees. While most of time disclosure came in

monetary terms as a part of the conventional accounting to comply with legal requirements,

‘good news’ was the most dominant form. There was, however, some evidence of

‘negative/bad news’ related to employees' skills; e.g., the shortage of skilled employees in

the Libyan Banking Sector emerged as one of the biggest challenges facing banks in Libya

today. Table 5.6 shows the percentage of disclosure under each sub-category.
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2.1
Employees
benefits and
payments

Payments and benefits / / / / / / / / / / / / / / / / / / / / / / / / / / / 12 27 100%

Thanks to employees / / / / / / / / / / / / / / / / / / / 10 19 70%

2.2
Health/ safety

Policies in place on health, as
well as policies and practices
regarding threats and violence.

0 0 0%

2.3
Training

Types of training programme in
terms of financial services
development or education

/ / / / / / / / / / / / / / / / / / / / / / 8 22 81%

2.4
Human Rights

Employment and advancement of
women / / / / / / 3 6 22%

Equal opportunities: racial and
sexual equality, employment of
disabled persons, including
retraining

/ 1 1 3%

Statutory disclosure of directors'
emoluments. / / / / / / / / / / / / / / / / / / / / / 10 21 77%

2.5
Employees’
Engagement

Covers topics such as:
counselling, internal employee
surveys, regular meetings and
annual performance reviews

/ 1 1 3%

Table 5.6: Results of Details of Subcategories under Employees’ Category
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5.8.2.1 Employees’ Benefits and Payments

 Different Payments and Benefits

In the Libyan context, during the eighties and nineties, payment of salaries for employees

at State-owned companies and institutions were regularly delayed69. For this reason, people

in Libya consider payment of salaries on time a priority. All banks reported on employees’

benefits and payments. Aman Bank and Mediterranean Bank reported these benefits in

quantitative/monetary terms – meaning the items were on their financial statements. Others

gave more detailed narrative information about payments and benefits. The benefit and

payment disclosures by the Libyan banks included financial incentives systems; medical

payments for employees; insurance payments; social and housing loans for employees;

annual leave provisions; and contributions made to employees’ social events. In addition,

some banks reported bonuses to employees of ‘7% to 10%’ of the income at the end of a

fiscal year (Wahda Bank, 2005, 2006, 2007; Sahara Bank, 2005, 2006; Gumhouria Bank,

2005, 2006, 2007, 2008; National Commercial Bank, 2005, 2006, 2007, 2008)70.

Some banks gave more details regarding employees’ benefits, such as:

“The Board of Directors issued a resolution to increase the salaries of clerical and non-clerical
employees by 60% making the Band of Commerce and Development salaries among the highest in
the Libyan Banking Sector…The Board of directors also agreed to grant car loans within
(12,000.000 LYD), and (5) years repayment period. It also agreed to grant housing loans within
(100,000.000 LYD) for purchase or maintenance according to the following terms:1.(40,000.000
LYD) interest free. 2.(60,000.000 LYD) at interest 1% less than interest collected from customers. In
granting these loans; a loan shall be repaid before the employee reaches retirement age,
consideration of net salary in addition to other terms…Bank has renewed life insurance policies,
covering all employees, clerical and otherwise, with a comprehensive coverage for life and against
accidents and disaster, with a savings feature to be paid to the employee at the end of service,
whether he/she resigned, retired or opted out of the insurance policy” (BCD, 2008, p.33).

Gumhouria Bank, Commerce & Development Bank and Wahda Bank provided more

details regarding employees, such as the numbers of clerical and non-clerical staff,

employees’ annual leave provisions, and the employee turnover as well as the reasons for

69 The payments of salaries were the only sources of income for the majority of workers because the public
sector was dominant in Libya.
70 Banks owned by the CBL distributed a proportion from their income to employees,. Private banks did not.
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that turnover. Other disclosures included the average number of employees in branches and

agencies, payments made to employees including employee clothing, benefits and any

other payments made on behalf of employees. Again, many items disclosed under this sub-

category reflect a form of disclosures with emancipatory potential, such as employee health

insurance and bonuses awarded to employees.

 Thanks to employees

Exchanging greetings of peace and thanks are a characteristic of Libyan society. It is also

in compliance with Islamic teachings. Prophet Mohamed said "Those who do not thank

people, they do not thank Allah". Thanks to employees show that the efforts of employees

are appreciated. In the sample of annual reports 10 banks (70% of annual reports) are

recorded as thanking the employees. In many cases, thanks were expanded to include other

groups, as is the case in the Sahara Bank Chairman’s statement:

"I would like to thank and acknowledge all who have contributed in what the bank reached to, of
very serious results, namely all the employees ... I would like to thank the administration of Central
Bank of Libya, on the top of it the Bank Governor... I would like to thank all persons who
contributed by their continuous support, particularly BNP PARIBAS Group" (Sahara Bank, 2007,
p.6).

Similarly, the National Banking Corporation (2007, p.8) in its Chairman’s report offers:

"Thanks to all Employees, the CBL and the Central bank governor and his deputy".

In the employees category, thanks to employees represents the fourth highest level of

disclosure. These thanks have been considered in other studies of disclosure in the Arab

world, such as Kamla's (2007) study in which they were found to be the second highest

level of disclosure in the employees category, and in Gray et al.’s (1995b) research, in

which thanks to employees was considered in the categories of social disclosure.

5.8.2.2 Health and Safety

In the banking sector, employees deal with a wide range of people and customers; therefore

they must be aware of the potential risks in the environment in which they work, as well as
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the means of prevention and protection against such risks. Among these risks, for example,

are risks related to dealing with customers. Such dealings might expose employees to

threats and violence, such as attacks and aggression from customers or others (verbal or

physical threats), bank robberies, money laundering and terrorism (GRI, 2008).

Accordingly, banks have to ensure that the workplace of banks is safe for employees by

identifying what could cause employees harm in terms of their products or equipment and

taking steps to rectify this. Banks should also declare information on potential dangers,

such as fire risks, which entails providing fire hazards in advance and giving information

regarding adequate escape routes (HSBC, 2006). Declaring policies for health and safety,

as well as protecting employees in the event of danger, give employees more confidence

that they are working in a protective and safe environment. With the exception of medical

and insurance payments for employees, which are covered by payments on behalf of

employees in the previous section, none of the banks mentioned, either directly or

indirectly, any information related to their health and safety policies. The low level of

disclosure in the health and safety sub-category is also reported in Kamla’s (2007) findings

for Arab financial and service sectors with only 9% of her sample mentioning this topic.

The absence of disclosure here might indicate the dominance of both conventional

accounting and mainstream Western social accounting as conventional accounting

regulations do not ask for such disclosure from financial corporations. Furthermore,

mainstream Western social accounting refers to the link between the disclosure and

business organisations’ interests, and it seems there is no link here, so the level of

disclosure was low.

5.8.2.3 Training Programmes

Eight banks (81% of the annual reports) made reference to their training programmes.

Some of the banks (namely the Mediterranean Bank, Waha Bank and Aman Bank)
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mentioned training costs or expenses in their financial statements, making monetary

disclosure as part of their commitment to providing financial statements. Other banks gave

more detailed narrative information regarding their training programmes, such as BCD

(2008, p.34):

"Emphasis was placed on local training due to its lower cost, and benefiting a larger number of Bank
employees by holding these courses in the Bank’s Training Centers in both Benghazi and Tripoli.
During 2008, (283) employees participated in local courses, compared with (165) in 2007, a rate of
increase of (72%)....  the  training centers in both Benghazi and Tripoli had executed (32) training
courses during 2008 in collaboration with specialist training institutions, most important are The
Libyan Banks Society and the Arab Academy of Financial and Banking Sciences".

Some banks consider the training programme as one of the most important elements in

developing the bank's activity; for instance Sahara Bank (2008, pp.5-6) reported:

"There is no doubt that there are several factors contributed to the success of the bank in the light of
the development witnessed in terms of infrastructure and training of the bank's existing staff to cope
with the world around us…540 Employees have been trained (an average of two training courses for
each employee)"

In terms of considering social and environmental issues as part of the training programme

for employees, no bank gives any information in this regard. This shows that the disclosure

focused on training programmes that contribute to the enhancement of banking operations

and development of new banking products (counter-radical social accounting).

In the literature it is rare to find a social accounting study that does not address employees’

training programmes (for examples see Mangos and Lewis, 1995; Gray et al, 1995b;

Hackston and Milne, 1996; Parsa and Kouhy, 2001; Branco and Rodrigue, 2006; and

Kamla, 2007). In the Libyan context, the Central Bank expressed an interest in the training

and development programmes of banks’ staff. That interest appears with the decision of the

Libyan Central Bank No (122) in 2006 to establish the Institute of Financial and Banking

Study. The aim of this institution was to train, educate and improve human, technical,

professional and scientific knowledge (IBFS, 2010). Moreover, law No. 37/1973 was
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issued regarding Manpower Development and Training. That law instructed institutions to

prepare training programmes to develop and increase the efficiency of their staff71.

Accordingly, the developing training programmes of banks' employees can be seen in term

of a banks' need to develop their operations, and it can also be seen in terms of banks'

adhering to government/CBL policies. However, when banks reviewed their training

programmes, they did not refer to legal requirements or to the Central Bank instructions.

Most of them tried to justify the training programmes as a priority issue for the

development of their activities and increasing the bank's market share. In addition, the

shortage of skilled personnel and the need for them may be among the most important

factors prompting banks to take an interest in training.

5.8.2.4 Human Rights of Employees

Employees’ human rights disclosures should include elements such as equal opportunities,

the employment and advancement of women, average working hours, statutory disclosure

of directors' emoluments, the ratio of the basic salaries for men and women, the percentage

of employees trained, incidents of discrimination and actions taken, reasons for employees

changes and freedom of union membership (GRI, 2008; 1010). Few banks in the sample

paid attention to these issues.

 Employment and advancement of women – number of women in management

Three banks (22% of annual reports) included the names of women within their executive

management teams: BCD (2005; 2006; 2007; 2008) reported the name of one woman as an

agency director; the National Banking Corporation (2007, p.4) annual report mentioned the

name of one woman as a Head of the Compliance Unit; and Alejmaa Alarabi Bank

71 That law in Article one declared that "Workforce development represents a national duty to be handled by
all sectors in the country, by working to increase the quality and quantity of the workforce, using the means
or training programs to ensure the creation of individual skills, and raise production efficiency" (Libyan State,
1973, A.3).
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reported the name of a woman as their Director of Audit (Alejmaa Alarabi Bank, 2006, p4).

In other banks, there were no women in either executive management or other high level

roles. This was evident as ten of the twelve banks disclosed the names of all the members

of the board of directors, general managers, branch managers and directors of departments

at the beginning of the annual reports. The low level of female representation on boards or

in management is an issue faced in both Western and Eastern countries. Burke (1993)

reported that in Canada women represent around 5% of board members, while in New

Zealand’s top 200 companies the representation of women on corporate boards is just 4.4%

(Pajo et al., 1997). The situation does not differ much in British banks, as Adams and Hart

(1998, p.807) reported: “Corporate annual reports appear to have largely ignored women”.

It should be mentioned that while the presence of women on banks’ board could refer to

human rights issues, the presence of women on a board would not necessary be associated

with the level of social responsibility (Khan, 2010).

In the Libyan context, equal opportunity between genders represents a legal and legislative

requirement (in theory)72. Despite the official emphasis on equality of opportunity, in the

Libyan context women’s employment is not only affected by legal and legislative factors, it

is also strongly affected by cultural and social factors73. As Libya is a patriarchal society, it

is not surprising that many women do not take leadership positions, despite the existence of

legislation designed to encourage gender equality. However, the existence of legislation

may not be sufficient even in some developed countries. Adams and Hart (1998, p.808)

72The Charter on the Rights and Duties of Women was issued in 1997 by the Libyan General People's
Congress. That document stipulates, “Work is an honour and duty of every citizen, so men and women have
the same opportunity and right to leadership positions, according to their abilities, experience and
efficiencies" (GPCJ, 1997). Moreover, according to the Green Book, workers/employees, both men and
women should participate in corporate management. Also, in 1989 Libya signed the UN Convention on the
Elimination of all forms of discrimination against women. Finally, under socialist thought women are
expected to fully participate in all aspects of life.
73 The absence of women from high level management or corporations' boards has been the subject of
concern from shareholders of some major New Zealand corporations (Pajo et al., 1997). In contrast, in Libya
it has not been an issue for shareholders as a result of cultural considerations.
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reported that: “Neither equal opportunities legislation nor economic incentives appear to

have broken down the forces of patriarchy”.

 Equal opportunities

Equal opportunities disclosure could include issues such as racial and sexual equality and

employment of disabled persons, including retraining (GRI, 2008). In Libya, Law No. 3 of

1981 confirmed the right of disabled persons to work. Article 22 of the law reported that:

“A disabled person having successfully completed his habilitation or rehabilitation, shall be

entitled to employment conforming with subject matter of his reacquired ability to work”74.

Only Alsaraya Bank (2007, p.15) referred to the equal opportunity issue, but with very

little detail:

"The bank implemented a policy approved by the Board of Directors by providing new employment
opportunities for job seekers of both sexes from graduates of universities and institutes of higher
education in the areas of accounting and business management"

In social accounting literature, when employees' equal opportunities have been mentioned

in studies, it has generally been classified under human resources disclosure (see Gray et

al., 1995b; Hackston and Milne, 1996; Adams and Harte, 1998; O'Dwyer and Gray, 1998;

Williams and Pei, 1999; Campbell, 2000; Dusuki and Dar, 2005); however, other studies

have considered equal opportunities under the employee’s category (see Maali et al., 2006;

Ararat, 2006; Tang and Li, 2009; Salehi and Azary, 2009).

 Statutory disclosure of directors' emoluments

Ten banks (77% of the annual reports) disclosed information regarding the board of

directors' and managers' bonuses and salaries. This information came simply as

74 According to the census of 2006 the male to female ratio was 50.73%. So, the Libyan society is divided
almost equally between both genders. However, the graduate statistics of Libyan universities for 2008/2009
indicated that female graduates were twice the number of male graduates. The reason for this may be that, in
the Libyan socio-cultural structure men are supposed to enter the labour market because they are seen as
being responsible for work and covering the family’s financial expenses, while women are not socially
required to do so. Therefore, it is difficult to rely on statistical ratios alone in determining the equality in the
employment opportunities in the Libyan context. Customs and traditions in Libya, that are similar to those of
other Arab countries, make the issue more complex.
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monetary/quantitative disclosure. Banks such as Alejmaa Alarabi Bank, United Banking

and Waha Bank disclosed the board of director's remunerations. No banks provided

narrative details on such disclosures. While, the disclosure of directors’ emoluments

represents a financial and statutory disclosure as part of the conventional accounting

requirement, it also represents social and ethical responsibility disclosure and reflects a

high level of transparency in making the payments to managers and directors visible. In

2007, the Libyan Central Bank published a corporate governance handbook giving

guidance for LCB boards. That handbook recommends the board of directors should

provide relevant parties with accurate and timely information enabling them to monitor the

board of directors and executive management. Furthermore, they should provide

information regarding the incentives system of the bank, such as the remuneration policy

for employees, and the rewards of executives and board members (CBL, 2007a).

5.8.2.5 Employees’ Engagement

Employee’s engagement disclosure includes internal employees surveys, regular meetings

and annual performance reviews, and consulting employees about working relationships.

No disclosure was made by the banks regarding these issues. Only one bank (3% of annual

reports) in the sample mentioned consulting departmental and branch managers, and

agency heads regarding training programmes.

"Preparation of specific proposals on the training courses which will be conducted during the current
year and distributing them to the department and branch managers and agency heads to arrive at the
actual training needs for each of them. The schedule was prepared after conducting interviews with
the department and branch managers and agency heads. In these interviews the link between
improved performance....Invitation to hold a seminar on training to be attended by branch managers
and agency heads to inform the attendees of the importance of training and raising the efficiency of
the human resources in the Bank and skill development of the participants and providing them with
the knowledge related to determining training needs (DTN) and preparation of training plans."
(BCD, 2007 p.23)

Employees’ engagement refers to finding out employees’ reasonable expectations, and

incorporating such expectations in developing bank's policies. The AA1000 guidelines

consider formal negotiations between employers and employees as one of the interactions
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that reflect employees’ engagement (AA1000, 2005). Owen (2008) confirmed the

importance of stakeholder engagement by confirming the role of unions in supporting the

consolidation of responsibility and engagement through dialogue. Kamla, (2007)

considered employees engagement in a number of Arab companies and reported similar

trends of non-disclosure. Kamla (2007, p.137) considered employees engagement under an

“Employee Surveys and Staff Consultation” sub-category and concludes that there is “little

evidence of dialogue or consultations with employees”.75 O'Dwyer (1999) reported that

some employees' disclosure issues related to equal opportunities, disabled employment and

employees engagement were rarely in evidence. In Mashat’s (2005) study, employees

consultation disclosure was absent – the percentage was 0%.

Rules preventing employees organising independent trade unions in Libya – except for

those associated with the government and under its control – could explain the low level of

employees engagement (see: chapter four; ITU, 2010). At the same time, the handbook

offering guidance on corporate governance in Libya emphasised the importance of

employees’ engagement. It confirmed the need to inform employees on policies and

regulations established in the bank. Moreover, both customers and employees should be

engaged with through surveys (CBL, 2007a). However, in the real world these things are

ignored, as the sample of annual reports shows.

The Libyan economic and political system was based to a large extent on the Third

Universal Theory (Green Book) authored by Qadafi (1977). Part two of that theory focuses

on economic issues, and goes far beyond employees’ profit sharing; it requires the

participation of employees in administration and bans arbitrary dismissal. The theory

75 In Kamla (2007), 4 companies out of 68 (6%) made disclosures under the employee engagement and
consultations sub-category.
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introduced the slogan “partners not wage-workers”76. Accordingly, it demanded that

workers/employees be partners in the economic units. As with other statements in the

Green Book, it was just a revolutionary slogan and propaganda that was not implemented

in practice. In a context where Libya is moving more towards being an open economy, it

appears that banks’ reports give employees and their rights less emphasis in comparison to

the maximisation of shareholders’ rights, which reflects that banks are influenced by

mainstream Western social accounting. The level of disclosure in the employees’ category

is relatively higher than the community's category77, as shown in table 5.4. The lack of

skilled employees seemed to make banks take care of their employees by increasing their

benefits and focusing on training programmes. This subject was often referred to as a

narrative disclosure, as well as ‘negative’ and ‘bad’ news in some annual reports78. For

example, the BCD (2008, p.33) reported:

"In spite of the shortage of banking competencies and experience, especially in higher executive jobs
in the Libyan market, and in spite of more than (15,000) employees working in the Banking Sector
in Libya, which includes around (20) commercial and specialized banks, which also suffer from this
shortage and they lack the qualified experienced banking personnel, our Bank attempted to employ
some staff from the neighbouring countries to overcome the shortage in banking competencies,
however, it was confronted with several difficulties, most significant were the high salaries and
incentives requested by these individuals, whilst many of them refuse to work away from their home
countries".

The BCD was not the only bank that complained about the lack of skilled employees.

Similar disclosures were made by Alejmaa Alarabi Bank and Alsaraya Bank. For some

banks, attracting skilled employees to the bank and, most importantly, retaining them is

seen as a priority and is among the strategic goals for the future (United Banking, 2008).

This might explain why most of the banks paid attention to employees’ benefits and

payments, and training programmes, for which the percentage of disclosure reached 100%

76 In practice this is implemented in some industrial companies, but does not apply in the banks; however, the
theory states that it should be implemented in all economic activities.
77 In Mashat's (2005) study, the highest level of disclosure was in the employee category, while the lowest
was in the community category.
78 The lack of skilled employees has been considered by some banks as an obstacle in the way of bank's
progress and development.
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and 81% respectively. Banks justifications of some employees’ social initiatives indicate

repressive or 'counter radical' social accounting (such as justification training programmes

costs). However, there are some positive potentialities, as other social initiatives indicated

emancipatory social accounting (such as payments for employees’ health insurance and

bonuses to employees). In another side, thanks to employees has high level of disclosure,

while employees engagement was low. This reflects that while the efforts of employees

were appreciated, employees’ opinions were not considered. Banks appear to pay more

attention to employees compared with the community category, perhaps due to the clear

link between employees and profit, ‘whereas community involvement is only remotely

related to profitability’ (Belal and Momin, 2009, p.18) 79.

5.8.3 Third Category: Customers

‘Good’ news forms the main feature in this category. The sample of annual reports show

that most issues disclosed in the customers’ category concern social and housing loans and

accessibility to financial services, which may indicate the banks’ concern for increasing

profitability. There is no disclosure regarding customers’ human rights. The percentage of

sub-category items found is shown in table 5.7. The average disclosure under the

customers’ category was three banks (26% of annual reports). In general, the customers’

categories include disclosures related to customers’ benefits and care, the human rights of

customers and customers’ engagement.

79Arguably, the lack of skills in employees could explain the low level of disclosure in LCBs annual reports.
For Abayo et al. (1993, p.156), insufficient qualified employees could make “compliance costs high”, thus
contributing to poor quality in corporate disclosure. In LCBs’ annual reports, many complain about the lack
of skilled employees.
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3.1
Customers
benefits and
Care

Social and Housing loans / / / / / / / / / / / / / / / / / / / / / / / / / / 11 26 96%
Accessibility of financial
services / / / / / / / / / / / / / / / / / 8 17 62%

Product responsibility, / / / / 2 4 14%
Providing Islamic
products / / / / / 3 5 18%

Initiatives towards
Customers / / / 2 3 11%

3.2
Human rights

Non-discrimination in
lending and giving
financial products.

0 0 0%

 Providing financial
services to disadvantaged
customers.

0 0 0%

3.3
Customers’
Engagement

Measures such as regular
market surveys to measure
customer expectations and
satisfaction

/ / 1 2 7%

Table 5.7: Results of Details of Subcategories under Customers’ Category



194

5.8.3.1 Customers’ Benefits and Care

Providing customers with loans and financial services could be seen as a form of social

responsibility towards customers, but the main concern here is how banks translate or

explain such responsibility through the adoption of specific strategies and policies.

 Social and Housing Loans

According to the CBL’s regulations, all commercial banks have to allocate up to 30% of

their credit to social loans, and the same percentage for housing loans. The credit portfolio

must not exceed 70% of the total deposit liabilities (CBL, 2007c)80. Eleven banks (96% of

annual reports) disclosed information relating to social and housing loans, but there were

differences between these disclosures. The disclosures can be divided into monetary and

qualitative disclosures. Mediterranean Bank, Aman bank, Alsaraya Bank, Waha Bank and

Sahara Bank did not provide qualitative information regarding social and housing loans;

they only provided quantitative disclosures to show the amount of social and housing loans

as an expense or as items in the financial statements. Such disclosure could indicate a

commitment to financial disclosure as part of conventional accounting. Other banks

explained more about their social and housing loans and added some quantitative details

regarding loan growth compared to the previous year (National Commercial Bank, 2008).

BCD (2008, p.24) reported that:

“the Bank continued granting ‘social advances’ for its customers and raising the ceiling of the advances
to customers to the total of two years’ salaries, in compliance with the Central Bank of Libya
instructions”.81

80 During the first quarter of 2010, total social loans and housing loans against total credit reached 36.6%
(CBL, 2010). In 2008, these three – social loans, housing loans, and total credit – represented 88.5% of
Libyan banks’ lending activities (Libyan State, 2009, p.293).
81 It can also be noted here that the bank attributed provision of this service as a commitment to meeting the
Central Bank’s instructions, not as the bank's policy or a sense of responsibility towards its customers. What
is up for debate is whether this is purely social responsibility towards customers, or whether the bank was
merely following the Central Bank’s instructions. However, banks need to do this because such loans
represent the main source of banks’ profit.
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For housing loans, the recovery period of the loan in accordance with CBL regulations is

between 25 and 60 years for each loan. This reflects the CBL's policy towards customers,

and is a form of social responsibility as it alleviates the onus of financial commitment by

lengthening the loan recovery period (CBL, 2007c)82. This refers to the collective

responsibility of the State and banks for creating social wealth by taking into account the

basic needs of customers and the community in loans. CBL's regulations explain the high

percentage of social and housing loans granted by the banks studied. However, the banks

did not disclose the recovery period, contributing to counter-radical social accounting.

 Accessibility of financial services to customers

Accessibility of financial services to customers could be seen through easy accessibility of

financial services to serve customers within the region in which the banks operate83. The

sample of the annual reports has shown that some banks disclose information regarding

developing financial services for all customers. Eight banks (62% of annual reports)

disclosed narrative information, and all that disclosure came as non-monetary disclosure.

Some banks devoted more than one page to giving detailed information regarding the

technology they are using to extend their services to customers84. Gumhouria Bank,

Commerce & Development Bank and Wahda Bank mentioned new services to customers,

which include connectivity of all bank branches and agencies, development of the SWIFT

system hardware and software, Visa cards, using the National Payment System and using

82 There are other specialized banks that have been created for the purpose of providing loans and facilities
for economic activities and individuals, including the Development Bank, the Agricultural Bank and the
Saving and Real-Estate Investment Bank.
83 This sub-category differs from the previous sub-category of community human rights for the disabled,
although both address the facilities and technical services that are offered by the banks. The former focuses
specifically on the services that banks must provide for the disabled as members of society and taking into
account their special needs. The one referred to here focuses on facilitating the provision of services to
customers as a form of social responsibility in the Libyan context.
84 E.g., BCD (2007, p.18-22) devoted about five pages to showing its efforts in developing technological
services. Gumhouria Bank (2008, p.34-36) devoted three pages to reviewing the bank's technological
services.
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the intranet and mobile phones to provide reports and details of accounts to customers.

Also, Sahara Bank (2007, p.5-6) reported that:

"The bank started in setting up new programs, which contribute in developing the services delivered to
clients of the bank, such as (connection trade) program, which contributes in foreign trade through
internet, in terms of automatic opening of credits, follow up discrepancies of documents and to follow
payment".

In the Libyan context, the use of technological services in banks has only recently been

introduced. For three decades the State dominated economic activity, including banks (see

chapter four). The government regulations obliged all economic entities and institutions to

pay workers/employees' salaries and bonuses by opening accounts in commercial banks. In

the absence of competition and of spirit of innovation, the banks did not make an effort to

innovate or use technology, so services were mostly performed manually. This left banks

packed with customers coming to the bank to collect their salaries. Thus, developing

services technology could represent a kind of social responsibility in a Libyan context. For

Bengdara (2007) technology has become one of the most important determinants in

improving customer service.

For Al-Eisa and Alhemoud (2009, p.308) investment in technology helps customers receive

the service they require “without having to visit the bank”. Therefore, providing

technological financial services contributes to improvements in the banks’ services and

efficiency. In recent years the State introduced a package of reforms allowing the

privatisation and the involvement of foreign investors in the banking sector, as well as

other reforms lifting barriers to competition (Alwaddan, 2005). Developing technology

services is one way to increase the share of a bank in the market, and to maximise its

competitive ability. This kind of disclosure might reflect the impact of the banks' adoption

of Western techniques in their services, which contributes to the consolidation of Western

values in the local context. It could be argued that it is not possible to import others'

technology without also importing the culture and values associated with these products, as
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the technology and culture are inseparable. Such disclosure could reflect a form of

mainstream Western social accounting as well, where banks combine customer satisfaction

with increasing their profitability.

 Product responsibility

Product responsibility includes the banking services’ prices, the bank's efforts to

enhance financial literacy and their adoption of policies for the fair design and sale of

financial products and services (GRI, 2008). In 2004, the CBL issued regulations

determining the interest rates on lending and the fees for some banking services. In

2007 the State revisited its interest rates and gave commercial banks the right to

determine their own interest rates and prices for their banking services (CBL, 2007b).

Therefore, it is imperative to make these prices visible for all customers. From the

sample of annual reports, just two banks (14% of annual reports) disclosed information

regarding their banking services prices:

“Management has published a booklet which contains the prices of the banking services of all
types of transactions, local or foreign. This booklet will inform our customers of the cost of
each service in addition to the bulletin boards in the branches and agencies that serve the same
purpose. While management ensures that the services are provided at prices that are highly
competitive in the local market” (BCD, 2005, p.27).

“The bank has installed screens for the purpose of providing prices of currencies and services in
the bank” (National Banking Corporation, 2007, p.35).

CBL's control of the pricing of LCB services until 2007 may explain the lack of disclosure

here. Nevertheless, in terms of policies for the fair design and sale of financial products and

services, no bank gave either monetary or non-monetary information in that regard.

 Providing Islamic products.

Several studies have discussed the role of Islamic products in banks (see Cornelisse and

Steffelaar, 1995; Haniffa, 2002; Lewis, 2006; Al-Ajmi et al., 2009). Many Muslims would

like to follow Islamic teachings in dealing with investment and financial activities, “Islamic
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banks offer their clients a variety of financial products that do not violate Sharia” (Maali et

al., 2006, p.267). Islamic transactions have been considered by customers “as having a

social as well as an economic role”, by satisfying customers’ desire to conduct their

business transactions according to Sharia (p.269).

In the sample of annual reports, only three banks (18% of annual reports) disclosed

information regarding Islamic products. This disclosure came in the form of disclosing

future plans to offer Islamic products; as the Gumhouria Bank (2008, p.9) reported:

“Owing to the severe competition, there is a need to provide new services, including Islamic banking
services, so our bank has taken the initiative to begin in the Islamic banking services by opening new
windows to meet the needs of customers”

Furthermore, Commerce & Development Bank disclosed information about Visa Hajj and

Omra, its Shariah compliance and its policies to comply with the principles of Islamic law.

“One of the new services added to the electronic bank is the zakat calculator, which determines the
value accrued on property to give Zaket” (BCD, 2007, p.20).

Islam is a major religion in Libya, with 97% of the Libyan population adhering to Sunni

Islam. Therefore, it is important to offer Islamic transactions in Libyan commercial banks.

In the Libyan context, following independence in 1952, the Libyan legislation followed

that of the liberal west. However, that situation changed after the first of September 1969

when Libya moved toward being a socialist economy (Alzeriqi, 2009). At this time, all

foreign commercial banks were nationalized and became five banks fully owned by the

State. In addition, the Libyan legislation was amended to conform to Islamic law. Despite

this, until recently Islamic transactions were not allowed in banks, and Islamic banks were

not allowed to operate in Libya. The main obstacle to the emergence of Islamic banks was

the CBL, which imposed restrictions on Islamic trading and transactions and did not permit

the establishment of Islamic banks. However, recently, the LCBs has authorized the

opening of Islamic windows. The future looks promising for those interested in Islamic

transactions. The president of the Libyan Transitional Council that was established recently
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after the fall of Qadafi’s regime declared that new banks would be set up to follow the

Islamic banking system, which bans charging interest.

 Other initiatives towards  customers

Two banks (11% of annual reports) took advanced steps in providing services to their

customers. E.g., BCD Bank opened a Child Agency, adapting to expanding activity in this

area, as well as planning to allocate a portion of their profit to larger depositors/customers.

“Child Agency was opened in 'Alhadaik' district in the city of Benghazi on 1/2/2005. This agency
was provided with equipment and instruments to suit its extraordinary customers from the child age
group. The agency is provided with a child game room, a computer room, a library, a painting studio
for children and a reception and transaction hall. Following up the deposit liabilities indicated that
transacting with this agency is quite popular with children… It will train our children -tomorrow's
adults- on dealing with banks and developing banking awareness to expand their vision and to make
them competent in meeting their future huge responsibilities” (BCD, 2005, pp.20-21).

"Paying more attention to larger depositors and granting priority and speed of providing services and
studying the possibility of allocating a portion of the profit to appropriated as return to the larger
depositors" (BCD, 2008, p.43).

Also, Alejmaa Alarabi Bank, (2006, p.8) reported other services to customers, including:

“Providing payment services to different destinations on behalf of customers, such as telephone and
electricity installments”.

As customers' deposits represent a major source of the funds for banks’ operations,

attracting more depositors represents a target for banks. Such targets motivated them to

provide more initiatives towards customers. Thus, such initiatives towards customers

represent banks' attempts to maximise profitability, which is a form of mainstream Western

social accounting that consider social initiatives as a tool to develop entities’ operations. It

also, represents social initiatives towards customers.

5.8.3.2 Human Rights of Customers

There are many elements that may be considered to fall under the category of human rights

of customers. According to the GRI (2008) guidelines, non-discrimination and fair lending

policies, providing financial services for disadvantaged customers and customer privacy

are important here and so should be disclosed.
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Customers' human rights could be seen through dealing with customers equally in

facilitating service delivery; such as permitting easy access to the banks’ buildings for

disabled customers. In the Libyan context, according to Law N° 3 of 1981 on disabled

persons, advantages and benefits should exist for disabled people who deal with any

corporation, including public transport, and their access to buildings and other facilities

should be facilitated. None of these issues have been disclosed by any of the banks in this

study. Kamla (2007) also observed similar trends of non-disclosure by Arab companies on

customers’ (and employees’) human rights. The lack of disclosure could be due to the

sensitivities to human rights and freedom issues in Libya, meaning banks may want to

avoid these types of disclosure. Another reason is the lack of awareness about these issues.

Moreover, with the absence of local human rights organisations and free trade unions, for

many human rights issues are non-essential 'luxury' issues.

5.8.3.3 Customer’s Engagement

As mentioned earlier, consulting with stakeholders such as customers can help entities

meet customers’ reasonable needs (AA1000, 2005; Adams and McNicholas, 2007; GRI,

2008; Owen, 2008). Customer engagement refers to engaging customers in the bank's

issues and developing a level of dialogue with them. According to the GRI guidelines

(2008, p.6), customer engagement is important “For both investment portfolios (asset

management) and financing portfolios (banking). Effective engagement is also an essential

element of plans for implementing policies and procedures for environmental and social

risk assessment”. However, customer engagement can be achieved by using regular market

surveys to measure customers’ expectations and satisfaction as well as dealing with

customers’ questions or complaints. Disclosure about such steps was absent from LCBs’

annual reports. Only one bank (7% of annual reports) considered customer engagement,

BCD (2008, p.43) mentioned the:
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“Establishment of specialized units to handle enquiries and complaints from customers”.

Other studies on social disclosure by companies and banks in the Arab world also indicated

the scarcity of customer engagement disclosure (see Kamla, 2007). In Malaysia, Dusuki

and Abdullah (2007) also reported on the lack of customers’ engagement disclosure.

Engagement in general means sharing others’ opinions, having a dialogue with them and

considering their priority issues. After the long period of colonialism, Libya was governed

for four decades by a holistic and totalitarian regime that curbed freedoms. Thus, it was not

easy for a culture of dialogue and listening to the others' opinions to flourish in such a

regime.

The low level of disclosure under the customer category is surprising considering the

dependence of Libyan banks on customers’ deposits, which represent nearly twelve times

the total of shareholders' equity. Despite this, only 26% of annual reports reported under

the customer category (slightly more than community disclosures and less than employee-

related disclosures). The emphasis on disclosure under the customer category was in social

advances and housing loans, which are adhered to by most banks to meet the legal

requirements of the CBL. In the customer category it is difficult to track any type of

disclosure that reflects emancipatory social accounting. Most of the customer-related

disclosures are counter-radical social accounting.

5.8.4 Fourth Category: Economy

As mentioned earlier, social accounting responsibility following the triple bottom line

means that economic activity contributes to people’s well-being. Accordingly, the economy

category is divided into three groups, as shown in table 5.8: direct and indirect contribution

to the local economy, shareholders' benefits and value and shareholder engagement. These

may at least be taken as proxies for contribution to well-being via economic production.
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22 15 18 40 40 40 38 44 34 36 29 30 50 55 55 54 44 43 46 28 21 10 18 33 31 25 20Details of sub-category

4.1
Direct/indirect
contribution

Direct contributions, such
as: direct payment of wages
and taxes.

/ / / / / / / / / / / / / / / / / / / / / / / / / 11 25 92%

Indirect contribution, such
as: attracting additional
investment to the local
economy

/ / / / / / / / / / / / / / / / 6 16 59%

4.2
Shareholders’
benefits and value

Protection of assets and
wealth, and bank’s risk
management.

/ / / / / / / 4 7 25%

Return on investment / / / / / / / / / / / / / / / / / / / / / / / / / 10 25 92%

4.3
Shareholder
Engagement

Annual General Meeting,
board of directors’
meetings - regular reporting
requirements

/ / / / / / / / / / / / / / / / / / / / 7 20 74%

Table 5.8: Results of Details of Subcategories under Economy Category
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The highest percentage of disclosure is on direct contributions, such as the direct payment

of wages and taxes, while the lowest level of disclosure was for protection of assets and

wealth and the bank’s risk management. As is the case in mainstream Western social

accounting, most banks’ reports focus on good news regarding their economic

achievements (in a narrative manner) and avoid bad news.

An exception to this is the National Banking Corporation (2007, p.3), which stated:

“As a result of the decision of Central Bank to integrate a group of banks within the
National Banking Corporation, this contributed to decrease the profit”.

However, this bad news mentioned by the National Banking Corporation represents an

attempt to justify the reduced level of income.

5.8.4.1 Direct and Indirect Contribution in the Local Economy85

 Direct contribution

"Economic benefit achieved by any development project for the local community is an essential
standard to its success" (NPC, 2008)86.

According to GRI (2008), direct economic value is the economic value generated and

distributed, including revenues, costs, donations, retained earnings, and payments to

governments as taxes. The sample of annual reports shows that eleven banks (92% of

annual reports) pay attention to one or more of these issues, particularly wages and tax

payments. Most of them provided mainly quantitative disclosures without details (e.g.

Waha Bank, Aman Bank, Alejmaa Alarabi Bank, Mediterranean Bank, Alsaraya Bank).

Other banks provided more details, such as on tax payments:

"the most important item realized big increase, is taxes appropriate which increased to reach to an
amount of 52,607,831 Dinars to achieve an increase of 25,255,036 Dinars, this is a result of profits
net increase before taxes" (Sahara Bank, 2007, p.25).

85 Economic characteristics can be viewed in more than one way, for Gallhofer and Haslam (2003), among
the issues that should be considered in economic dimension related to social accounting is wealth distribution
and poverty issues; GRI (2008) focused on the direct and indirect contributions in the local economy, while
Gray et al. (1995b) and Kamla (2007) considered disclosure related to customers and suppliers under the
economic categories.
86 Under the auspices of the National Planning Council (the highest policy-making authority in Libya), the
centre of Economic Researches initiated the Libya Project 2025 to assist the government in developing future
policies. The project included a package of proposals for social and economic development.
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Another bank provided more detailed information, despite the information coming in the

form of a complaint:

"This contribution is sharing by the Public Treasury in the Bank's profits by a rate that exceeds 45%
with no effort, contribution or subsidy by any authority. In this respect, we demand that the unjust
Tax Law be amended to grant Libyan Nationals the advantages given to foreign investors. The Bank
is owned by more than 2,400 Libyan investors who are more worthy of tax and customs exemptions
as well as the other advantages and exceptions given to foreigners. Libya is ours -the Libyans- first
before any other regardless of reasons or justifications" (BCD, 2007, p.26)87.

In addition, in terms of direct economic contribution, Commerce & Development Bank,

Sahara Bank and National Commercial Bank provide details regarding individual branches’

contributions to the proportion of profits. From CBL’s perspective, "Achieving economic

and social development and contributing to economic well-being of all members of society,

can be achieved by the granting of loans and credit facilities for various sectors and

economic and social activities" (CBL, 2007c, p.10). Despite these social requirements of

businesses being embedded within the Libyan law, banks did not provide sufficient

disclosure to portray compliance with such requirements. This reflects the gap in Libya’s

disclosure requirements, where such disclosures are not demanded of banks. As a result of

the educational system and international standards, adhering to Western values is more

accepted than adhering to ideology, regulations and laws, especially in light of the absence

of the tools necessary to promote local values/requirements. Such tools include trade

unions, a free media and civil society organisations.

 Indirect contribution

Indirect economic impacts refer to the role of banks as a participant in socio-economic

change and national economic development. Such participation could reflect banks'

contributions to communities. According to GRI (2008, p.1), indirect economic impacts

might include “development and impact of infrastructure investments and services

87 Under the previous tax law, the corporate tax rate increased as the corporate income increased. However,
that law has changed recently so that the tax contribution for all corporations including banks became 20% in
order to encourage investment.
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provided primarily for public benefit through commercial…Understanding and describing

significant indirect economic impacts, including the extent of impacts”. Unlike the direct

economic impact, which refers to “the immediate consequences of monetary flows to

stakeholders”, indirect impact indicates additional impacts resulting from direct economic

impacts (p.13). However, both represent the banks contribution to sustainable development.

Indirect economic impacts represent the results of transactions by the bank that are often

non-monetary (GRI, 2008). Six banks (59% of annual reports) mentioned their contribution

to the local economy; if their disclosure was general, including little detail.

"The existence of ambitious economic plans in various areas of economic development which are
expected to pay large sums in foreign currencies for investment within the country, estimated in
billions” (BCD, 2008, p.43).

“Investment in service and productive business activities in partnership with local and overseas
investors in order to achieve the optimum utilization of credit portfolio, contributing to the growth of
the national economy and achieving the best possible results” (United Banking, 2008, p.19).

“The Bank -during this year- contributed in the stimulation of the economy in addition to the finance
area through issue of local and foreign letters of guarantee, opening documentary credits” (BCD,
2005, p.13).

The State ideology assumed that economic activity should lead to the material needs of all

members of the community being satisfied. Therefore, this ideology believes the purpose of

economic activity is to maximise the wealth of society and to achieve satisfaction of the

owners of activity within the limits of their needs; it thus assumes that any maximisation of

individual wealth at the expense of social wealth represents exploitation. This does not

necessarily mean that the practice in the real world accurately reflects what is stipulated in

the theory. The Libyan market has recently opened up; there is a private sector and foreign

companies have begun to enter it. It is not logical to invite foreign companies to participate

and engage in economic activities, and at the same time prevent them from making profits.
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5.8.4.2 Shareholders’ Benefits and Value

Great benefits and value for shareholders can be achieved by protection of assets and

wealth, and management of risk, as well as by achieving an appropriate return for

shareholders on their investment.

 Protection of assets and wealth, and bank's risk management

Four banks (25% of annual reports) reported on dealing with risk management and

protection of assets:

"According to the CBL policy, Sahara Bank has made enough provision based on a global assessment to
all doubtful loans and other risks” (Sahara Bank, 2008, p.5).

"Granting loans and facilities secured by insurance policies against loan or credit facility risks...
Investing in financial instruments through the Libyan Stock Market, by allocating (20 million LYD)…by
dealing in profitable shares which earn guaranteed interest and avoiding speculation and risk in failed
companies" BCD, (2008, p.44).

"The Risk Management Department and the Compliance Unit were established to carry out their role in
monitoring the Bank operations to attain efficiency of performance. In compliance with the instructions
issued by the BOD to prepare a comprehensive complete manual of all the resolutions and circulars
issued by the Central Bank of Libya and classifying and indexing them by subject and jurisdiction and
distribution of this document to all the branches and agencies for reference when they conduct the
different banking operations" (BCD, 2007, p.25).

One of the biggest risks that may be faced by banks is the possible inability to recover

loans. In Libya, credit facilities are the main source of using money as well as the main

source of income. In Libya, in some cases when customers are unable to pay their

obligations the bank may not be able to sell the mortgaged property as a result of the

customs and the prevailing social relations. Such social relations may therefore prevent

banks' ability to recover funds (CBL, 2007c, p.6). Accordingly, this represents a part of

operations risks that banks should take into account by considering the customs and socio-

cultural context, as well as the social components of each region.

 Return on investment

Offering an attractive return to shareholders seems to be a concern for most banks. Most of

them are keen to highlight the increasing value of the returns and other benefits to
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shareholders. In the Libyan context, it seems that banks do not spare any effort to achieve

the greatest return for shareholders88 and managers may feel that the legal responsibility for

leading banks is achieving shareholder satisfaction. Ten banks (92% of annual reports)

disclosed shareholders’ return.

“The rate of return on shareholders' equity has increased compared with the last fiscal year from 8%
to 12%” (Wahda Bank, 2007, p.6).

Another kind of benefit provided to shareholders is highlighted by BCD (2008, p.29):

"In a step that can be truly considered qualitative in the history of joint stock companies, a collective
life insurance policy was issued for the Bank Shareholder. Agreement reached between the Bank and
Commerce and Development and Athiga Littameen Company, whereas the Company provides
round the clock insurance protection as a pioneering service representing the protection of
Shareholders and giving them an advantage to be considered a first in the Libyan joint stock
companies".

5.8.4.3 Shareholders' Engagement

The annual general meeting is considered the main part of shareholder engagement. In the

sample of annual reports, seven of the banks (74% of annual reports) mentioned the annual

meeting. Moreover, according to Libyan Commercial Law (1970) the annual reports should

be provided and discussed at an annual general meeting (Libyan State, 1970).

"In implementation of the resolution of Ordinary Shareholders Meeting of 8/10/2008 agreeing to
write off some non performing debts....” (BCD, 2008, p.24).

“The Board of Directors has implemented all the decisions that adopted by the shareholders'
meeting in its previous meeting” (Alsaraya Bank, 2007, p.14).

It seems that in the Libyan context, shareholder engagement disclosures represent the

highest percentage compared to other stakeholders' engagement sub-categories.

Consideration for social accounting issues does not mean that banks should ignore

economic and financial considerations. In accordance with the triple bottom line concept,

social, environmental and financial issues have to be considered as interconnected.

88 By the end of the 2009, the total returns on shareholders’ equity reached 27.1% (CBL, 2010). Also BCD
(2005 p.13) confirmed that “the capital and per share returns on investment are considered larger than their
international equivalents.” The returns before tax were 55% and after tax were 24%.
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Moreover, banks, like any other companies, represent the engine of the local economy.

Therefore, considering profit and economic issues is an essential part of their social

responsibility (Henderson, 2005). In the literature there are some studies that have

discussed the economic dimension of social accounting (see Gray et al., 1995b; Bebbington

et al., 1999; Milne and Adler, 1999; Guthrie and Abeysekera, 2006; Kamla, 2007; Salehi

and Azary, 2009). Banks in Libya seem to be more focused on narrow economic issues in

their disclosure. Financial disclosure represents the dominant feature in the sample of

LCBs’ annual reports. Most of the LCBs are owned wholly or partly by the

government/CBL. Therefore, the banks' commitments towards shareholders represent their

commitments towards the government/CBL.

5.8.5 Fifth Category: Environment

No banks in the sample disclose any information regarding environmental issues, as table

5.9 shows.

5.8.5.1 Direct Responsibility to the Environment

All companies and financial services, including banks, should consider their direct

responsibility towards the environment. This could be done by dealing with water, energy

and paper consumption through initiatives such as reducing water consumption, reducing

direct and indirect energy consumption by primary energy sources, saving energy saved

due to conservation and efficiency improvements, providing energy-efficient or renewable

energy, reducing paper consumption and increasing recycling (GRI, 2008, 2010)89. No

Libyan banks disclosed any information under the direct responsibility to the environment

sub-category.

89Seven banks (38% of annual reports) disclosed quantitative information in the financial statements. These
disclosures related to the cost of water and electricity. For instance, the Mediterranean Bank (2007, p.22)
disclosed expresses associated to fuel, water, electricity, gas and sanitation. Such disclosures are related to
supplier payments than environment category as they do not include any analysis or policies.
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5.1
Direct
responsibility to
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and paper consumption. 0 0 %0
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Protection 0 0 0%
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Indirect
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other companies’ activities
before financing them.
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Table 5.9: Results of Details of Subcategories under Environment’s Category
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5.8.5.2 Indirect Responsibility to the Environment

The banking sector plays a significant role in facilitating activities in all economic sectors;

and those activities may have negative effects both socially and environmentally.

Therefore, considering the environmental impact of other companies' activity before

financing them reflects the indirect environmental responsibility of banks. Banks should

report on their policies for financing others. In that context, according to Willem et al.

(2007), accountability and transparency in the banking sector may have another meaning.

In other words, the level of transparency and accountability that banks should consider may

exceed mere disclosure of banks' activities to include their clients' activities (Willem et al.,

2007). In practice, banks may only consider the financial returns from financing and

lending to other corporations. In the Libyan commercial banking sector, from what can be

inferred from the sample of annual reports, there is no disclosure regarding financing

policies of banks. For Willem et al. (2007, pp.xii-106): “Banks need to be as transparent

and accountable as possible regarding the companies, projects and countries they finance”.

From the sample of annual reports, banks seemed not to pay any attention to either direct or

indirect responsibility to the environment. In 2003 the General People's Congress issued

the Libyan Environmental Law No (15), which explicitly stated the need for institutions to

give environmental issues necessary attention (Libyan State, 2003). However, neither this

law nor the regulations issued pursuant thereto directly pointed to the role of the banking

sector or any financial institutions vis-à-vis environmental issues.

A lack of disclosure on environmental issues is also evident in other environmentally-

sensitive companies, such as industrial ones. Ahmad’s (2004) study, which covered the

period from 1998 to 2001, concluded that there is no environmental disclosure by Libyan

industrial companies. Later, another study conducted by Ahmad and Mousa (2010) to
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investigate environmental disclosure by the largest industrial companies in Libya found

that after the Libyan Environmental Law No (15) of 2003 was passed, in comparison to

Ahmad’s (2004) study the "quantity and quality, has been developed over the period

between the two studies". However, they did not elaborate on this development sufficiently

to judge the level of disclosure. Kamla (2007) also claimed that Arab companies did not

seem to give enough importance to environmental disclosure.

A lack of environmental disclosure in the Libyan context could be due to the lack of

necessary legislation requiring banks to disclose their environmental impact (as the existing

legislation only considers the practice for all corporations). In addition, banks might be not

directly linked to environmental issues. That is what Maali et al. (2006, p.284) concluded:

“environmental issues were not seen as relevant by financial institutions”. Furthermore,

Libyan accounting education does not focus on environmental issues and Libyan

universities do not include social and environmental accounting modules within colleges

(Ahmad and Gao, 2004).

5.8.6 Sixth Category: Other

The ‘other’ category includes any information that might be mentioned in annual reports

related to social accounting responsibility that does not belong in any of the other listed

categories. Such forms of disclosure reflect the cultural, social, legal and educational

context, especially in the absence of a legal requirement of social disclosure. Table 5.10

summarises sub-categories and levels of disclosure under them. Disclosure varies in this

category between good and bad news. Most disclosures are of a qualitative nature.
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6.1
Adhering to
government / CBL
policies

Providing regular reports,
banks’ adherence to all
laws and regulations. Also,
incidents of non-
compliance with
regulations, service
information.

/ / / / / / / / / / / / / / / / / / / 9 19 70%

6.2
Some indicators
that have a social
responsibility
dimension

To whom the report is
addressed. / / / / / / / / / / / / / / / / / / / / / 9 21 77%

Banks’ target or vision / / / / / / / / / / / 6 11 40%
Factors that have a direct or
indirect impact on banks'
activities.

/ / / / / / / / / 7 9 33%

Table 5.10: Results of Details of Subcategories under Other Category
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5.8.6.1 Adhering to Government/CBL Policies

Providing regular reports represents a part of adhering to government/CBL policies. This

sub-category explores whether banks disclose any detailed information regarding

adherence to government/CBL policies and generally accepted accounting principles. In the

Libyan context, governmental policies and plans shape much of the banks' activities;

indeed some Libyan banks are still owned by the State. Therefore, the banks feel the need

to assure stakeholders and the government that they follow the government regulations.

Kamla (2007) similarly reported that in the Arab world companies often provide

voluntarily information about their commitment to fulfilling government’s regulations. For

Ararat (2006), social disclosure in some MENA countries was found to comply with

International Standards as well as government regulations and instructions.

In this study, nine out of twelve banks (70% of reports) provided qualitative

information here. E.g., Mediterranean Bank (2007, p.23) reported that the bank:

"…believes in its role and in accordance with the commercial law and the bank's base
regulation".

Also, Wahda Bank (2007) declared that it adheres to accounting standards and BCD

(2005, p.27) confirmed:

“Follow up of the control instructions issued by the Central Bank of Libya and ascertaining
conformity of the Bank Departments and branches with them... Follow up of the conformity of
the Bank and compliance with the standards of the daily banking business”.

This disclosure aims to send a 'reassuring message' to the government/CBL, as the State

has control over the national economy and has the highest percentage of shares in key

LCBs. Therefore, in most cases, the commitment of banks towards the government/CBL is

a commitment towards the owner. In other cases, such a commitment represents an

obligation towards the legislator leading and dominating banking policies. Such disclosures

may be described as 'conciliatory disclosure' for government/CBL and the shareholders.
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5.8.6.2 Some Disclosures that have a Social Responsibility Dimension

These indicators vary in terms of news type, where some of them reflect good/positive

news, while others are seen as bad/negative news. Moreover, most of this information was

narrative. Disclosures under this sub-category included topics such as the impact of

globalisation and the negative or positive impact of the CBL’s decisions, as well as

addressing the banks' targets.

 To whom the report is addressed

Most annual reports in the sample – nine banks (77% of annual reports) – focus on

shareholders in their report90. In addition to shareholders, there were also other groups

mentioned, including shareholders, external auditors and the CBL. However, Sahara Bank

(2007, p.3) addressed their report to: ‘The Chairman and Members of General Assembly

Sahara Bank’. Alsaraya Bank (2007, p.6) addressed the report to three groups

‘representative of the Libyan Central Bank, external Auditors and general Assembly’. This

result highlights the concern that LCBs should properly identify their principal

stakeholders and the reader to whom the report is addressed. Identifying the principal

stakeholders paves the way for proper disclosure to them. Abu-Baker and Naser’s (2000)

findings also reflected that in Jordan, as companies in the banking sector, and indeed in

other sectors, do not provide much social information in their annual reports, they limit

their limited social information to shareholders, potential investors and creditors.

Again, as mentioned above, the main concern of LCBs is to report to shareholders and the

government/CBL, while other parties are ignored; this is not much different to Western

style disclosure. The reason for this could be that annual reports are issued by

management/directors to satisfy the parties most important to them. The shareholders and

90 The addressee of the report usually comes at the beginning of the Chairman’s or board’s statement.
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government/CBL voices are more powerful than the other voices. They have a strong lobby

and their voices can be heard. Meanwhile, parties interested in environmental issues,

human rights and social needs are not considered as a result of the absence of civil society

and trade unions.

 Bank’s target and vision

Six out of twelve banks (40% of annual reports) mentioned their vision and targets. Some

declared that the main target of their operations is profit making.

United Bank (2008, p.2) reported:

“…restructuring of the bank by developing new policies and procedures and re-engineering the
administrative system. We have been working hard at developing a strategic plan as well as
attracting experienced staff and investing in the technology infrastructure required for our ambitious
plan: to reach all major cities of Libya".

BCD (2008, p.12) reported:

"Our Objectives: To meet our customer’s expectations and gain their satisfaction. To increase the
Bank’s business and multiply our financial indicators. To increase profits and reduce costs to
increase Stockholders’ equity and strengthen the Bank financial position. To build a sound banking
institution focusing on asset quality. To recruit, train, motivate and reward talented leading banking
personnel by providing local and foreign training programs and incentives for the distinguished
among them. To install the single family spirit in all the branches and agencies under the leadership
of the Bank’s top management."

And Wahda Bank (2006, p.6) reported:

"Our target to remain the bank as a leader in the provision of banking services with efficiency
characteristic...Keep up with developments related to the banking market....Ideal Management of
funds...Gain the confidence of the bank's customers...Development efficiency and skills of
employees"

Bank's targets and vision here remains just wishes and aspirations, as the mere expression

of targets and vision are not sufficient, where banks need to adopt specific strategies and

policies in order to achieve their visions. The main target for banks remains to satisfy

shareholders; as United Banking, (2008, p.19) reported, the bank “seeks to optimize the

return on shareholders’ equity through developing its services in various areas that meet the

requirements of its customers”. Conducting social initiatives for maximising shareholder
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values could contribute to counter-radical social accounting, instead of enabling an

emancipatory form of social accounting to the betterment.

Factors that have direct and indirect impact on banks’ activities

Seven banks (33% of annual reports) disclosed some factors that influenced their activities.

Such factors included the impact of globalisation, the impact of the local economy and

CBL policies. However, most of these factors came as bad/negative news. Market

liberalisation policies and the establishment of a stock market in Libya reflect the impact of

globalisations in the Libyan context. For instance, some banks made disclosures on the

impact of the global economic crisis on their activity. Sahara Bank (2008, p.4) reported on

the impact of globalisation on the local economy:

"The most important events which accompanied the fiscal year 2008 were the emergence of the
global financial crisis which cast a shadow on the world."

Alsaraya Bank (2007, p.10) reflects its concern as to how the central bank should act next:

“The development cannot be completed, unless each organisation fulfils its role, including the
development strategy that rests with the Central Bank which involves Electronic Clearing, National
Payment System and Credit card systems”.

Beside globalisation, some banks, including BCD and Mediterranean Bank, mentioned

difficulties they faced during the fiscal year, including issues pending in the courts. These

disclosures reflect the banks’ efforts to inform users about issues facing the bank.

In terms of the impact of government/CBL policies, some banks reported positive impacts

– good news – while others have talked about negative impact – bad news. When the bad

news concerns CBL policies, it can be noted that the BCD complains of discrimination in

the government’s policies, and claim that such discrimination influenced the bank's

achievements.

"the General People's Committee for Finance to restrict opening the accounts of the entities and
sectors financed by the Public Treasury to the Central Bank of Libya and the Five Commercial
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Banks; consequently these organizations were restricted in transacting their deposit liabilities to the
mentioned banks, and our Bank's business was limited to the private sector". (BCD, 2005, p.15-16)

Other banks, as mentioned above, reported on the positive impact of CBL’s policies; for

example Sahara Bank (2007, p.5) reported:
"Interesting of the central bank in developing the banking sector in general, whereas it sponsors
strategic partnership program, by following up what the partner provides of development ad training
programs, with its readiness to amend many procedures which facilitate to the Libyan banks in
general, in order to carry out their works easily, and with more freedom within the framework of
what is required carefully".

As the other category represents disclosed information that has social responsibility, such

as compliance with government regulations and law, it also reflects the kind of information

that banks tell their users about. That information reflects banks’ responsibility and

transparency to inform users about the issues that concern them.

5.9 Discussion  and Conclusion

To analyse the content and quality of social accounting disclosures by LCBs, this research

depends on annual reports as a unit of analysis. The annual report is a significant document

for corporations to reflect on their social image to be seen by a wide range of stakeholders.

This study analysed the content rather than counting it, as merely counting the content may

lead to misleading results. Accordingly, by implementing the disclosure index/content

analysis method on the selected sample of annual reports, it can be claimed that the

available media communications in LCBs have been investigated to recognise the status

quo of social accounting disclosure.

Libyan commercial banks can be divided into roughly three groups in terms of ownership

structure: State-owned, privately-owned and mixed-owned (see table 5.1). It was not easy

to link the content and quality of disclosure to the type of ownership structure91. As there

were some banks that had higher levels of disclosure than others in each group. Also,

91 Even this classification is unstable, because the CBL began to sell the State banks. so what was described
as state-owned banks in 2005 and 2006, became mixed-owned banks during subsequent years (see: table 5.3).
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changes in ownership structure during the period of the study made it difficult to judge

whether some banks should be classed as government or mixed banks. Most of the key

LCBs are owned wholly or in majority by the Central Banks (Gumhouria Bank, National

Commercial Bank, National Banking Corporation and Wahda Bank). It can be noted that

from the sample of annual reports, State banks issue their annual reports only in Arabic,

while some of the private banks issued both Arabic and English versions. In addition,

Sahara Bank issued only English annual reports when it became a mixed bank. This

indicates that changing in ownership could change banks’ priorities; as the bank here

started paying more attention to non-local users when a foreign partner entered the bank.

Therefore, this indicates that with the changes in the ownership structure towards

privatisation, banks seem to be willing to change their commitments and priorities away

from local requirements. In terms of quantity of disclosure, some private banks have much

higher levels of disclosure than public banks.

In the community category, the average percentage of disclosure is approximately 25%,

which is very low. This indicates that banks do not perceive the necessity to communicate

their social performances. However, some positive potential exists in community

disclosure, such as interest-free loans to people who have low incomes and investments in

unprofitable companies. This positive potential indicates possibilities for emancipatory

change that could contribute to eschewing repressive dimensions of accounting in society.

These initiatives could contribute to a shift in accounting disclosure to more radical social

accounting; as such disclosure is not necessary associated with business bases as is the case

with mainstream social accounting.
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In the Libyan context, customers' deposits represent about twelve times the total

shareholders' equity.92 This reflects the extent to which banks rely on customers' deposits to

support their operations, and thus why they should try to satisfy them.93 However, the

analysis in this study shows that banks do not give customers much attention in their

disclosures. Disclosures on items in this category were made by an average of

approximately three banks (26% of annual reports). Although the customers’ category had

a higher percentage of disclosure than the community category, the quality of disclosure

under the community category represented more radical forms of social activities. In the

customer category it was difficult to track any type of disclosure that reflected

emancipatory social accounting. The main areas of disclosure in the customer category

were in the social and housing loans. There was no disclosure regarding human rights, nor

in respect to customer engagement. The absence of Islamic banking products was also

noted, despite the Islamic character of the Libyan society. However, banks were

disappointingly silent regarding many other issues in terms of community and customers

categories, rendering the social accounting more of a form of counter social accounting.

Banks disclosed relatively more under the employee category than in the community and

customer categories. The average of disclosure for items in the employees’ category was

45% of annual reports. The highest level of disclosure under the employees’ category came

under training and benefits, while the least disclosed information was on issues related to

employees’ engagement and human rights. This resembles mainstream Western social

accounting, which attributes social initiatives according to the business’s needs. Banks are

mainly interested in aspects that help in profit. This notion has been reinforced by banks

92 Unlike other sectors, in the banking sector customers/depositors represent the main source of banks' assets.
Through the end of the first quarter of 2010, the total shareholders' equity of LCBs increased to
3,989,500,000.000 D.L against 47,006,700,000.000 of customers’ deposits. Therefore, the shareholders'
equity represents around 7% of the total assets of LCBs (CBL, 2010).
93 For McDonald and Thiele (2008, p.171): “dissatisfaction is the major reason why customers switch banks”.
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that declared that among their objectives for training employees and developing their skills

were the financial benefits of attracting new customers and enhancing the bank’s

performance (for example, Wahda Bank, 2005, p.7; BCD, 2006, p20; BCD, 2007, p.22;

Sahara Bank, 2008, p.8; BCD, 2008, p. 32). Others linked employees’ efficiency with the

bank’s performance (for example Wahda Bank, 2005 p.7; BCD, 2006 p20). The banks'

attempts to justify additional costs towards employees contribute to the relatively high level

of employees’ disclosure. Such disclosure here might indicate the dominance of both

conventional accounting and mainstream social accounting94.

Yet, as is the case in the community category, there are also some positive potentials in the

employees’ category that might reflect a potentially emancipatory form of disclosure, such

as insurance payments for employees and bonuses to all employees. Such disclosures move

away from the more dominant economic disclosures that resemble those of a Western

context.

The average disclosure for items in the economy category was about seven banks (68% of

annual reports). This represents the highest level of disclosure among all categories. It also

reflects the dominance of conventional accounting, which embraces shareholders’ interests

as a result of both legal requirements and Western imperialism impacts.

Shareholders' engagement disclosures represented the highest level of disclosure in

comparison with other forms of stakeholder engagement. Stakeholder engagement is a key

to social accounting structure95; however, the sample of annual reports reflects that banks

94 In both Gray et al.’s (1995b) and Kamla’s (2007) studies, disclosure in the employee category has a
relatively high level of disclosure compared to other categories.
95 Many previous studies confirm the importance of stakeholder engagement (see: Owen, et al., 2000;
Thomsona and Bebbington, 2005; Islam and Deegan, 2008). It is difficult for banks or any corporation simply
to claim they are trying to meet stakeholders' reasonable expectations without engaging and consulting with
them. Cooper and Owen (2007) claimed that stakeholder engagement assists firms to enhance stakeholder
accountability. Adams and McNicholas (2007) also perceived stakeholder engagement as an important tool
for the sustainability reporting process and formulating the entity’s role in society. Furthermore, they gave an
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mainly focus on shareholder engagement and ignore other stakeholders. Shareholder

engagement, in the form of the Assembly's annual meetings, was imposed by the Libyan

Commercial Law (Libyan State, 1970). Although the regime’s ideology and regulations

promote meeting the important needs of the society and assumes that employees and other

members of the community should be engaged in the decision making, it remains the case

that the slogans have not been incorporated into business life in Libya, especially if we

consider that community engagement, employees’ engagement and, customer engagement

were 3%, 3% and 7% respectively, while shareholders’ engagement was 74%. That gives a

strong indication that the banks pay most attention to their shareholders rather than to all

stakeholders. Therefore, LCBs consider shareholders the main users of their annual reports.

One reason for the lack of stakeholder engagement could be the absence of democracy and

fundamental freedoms. In Libya, dialogue and acceptance of others' views has not been a

prevalent feature in society as a result of the long period of colonialism and four decades of

dominance by a holistic and totalitarian regime that curbed freedoms. In this regard,

environmental disclosure presents the lowest level of disclosure of all the categories.

Unlike the other categories where the disclosure was weak, in the environment category the

disclosure was non-existent.

Another type of disclosure that may have a social responsibility dimension is banks' vision

and goals that have been reported in some annual reports. This could be seen as an

important indicator of sustainability; however, no banks mentioned sustainability

explicitly, which may reflect a lack of awareness of the concept of sustainability. The

achievement of sustainability requires banks to adopt specific strategies and policies, not

merely to express their targets and visions. Some banks expressed their compliance with

example of stakeholders' engagement “by involving employees at the Team Leader level” (p.393).
Stakeholder engagement may influence corporate behaviour through engaging them in corporate issues
(Bebbington et al., 2007).
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government regulations and laws. Such disclosure represents banks’ attempts to tell the

government/CBL that they follow a policy and are committed to the legislation. Thus, such

disclosures may be described as conciliatory disclosure for both the government/CBL and

the shareholders.

Further evidence of LCBs' compliance with government regulations and laws is in the

absence of Islamic transactions. Due to government restrictions on them, Islamic

transactions are among the most important things are missing in banks services, and

reflects the State's contribution to marginalising their slogans. Also, LCBs did not address

their report to parties such as employees, community or customers; they focused on

shareholders and sometimes the Central Bank. This indicates that the shareholders and

government/CBL have a strong lobby and thus their voices are more powerful than the

other voices. Jaruga (1990) indicated that socialist economies perceive organisations to be

accountable towards central government. In LCBs, the central government/CBL represents

either shareholder/owner or legislator. This might explain why commercial banks in Libya

addressed their report to shareholders and the Central Bank, and also why they try to justify

any social activities in terms of the creation of profit for those shareholders.96

Most of the social initiatives in the sample of annual reports aimed to satisfy customers and

employees. However, in social accounting strategy and policies are also important. Social

responsibility is a moral obligation towards all stakeholders, including the community, and

believes there is “value in interacting with society above and beyond simply satisfying

customers and shareholders” (Salehi and Azary, 2009, p.65). However, merely trying to

satisfy the customers may not be sufficient to fulfil social responsibility, it may not even be

sufficient to assess their satisfaction, as “banks in many countries are experiencing a rise in

96 Pratten and Mashat, (2009, p.314) concluded that business organisations in a socialist economy do not
consider a wide range of stakeholders in their reporting, so 'their public accountability is limited... also, there
is no obligation to offer information to the public'.
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customer dissatisfaction concurrently with increased spending on CSR activities”

(McDonald and Thiele, 2008, p.171). Disclosure towards customers and employees

(providing a service or benefit) was often associated with (or sometimes justified by)

achieving an attractive return to banks. To a large extent, this may reflect that the banks are

providing services that are not manifested as a moral obligation or a sense of social

responsibility. Therefore, society’s needs are not as high a priority for them as their own

interest in maximising profit. This also shows that banks attempt to satisfy shareholders by

telling them that they care about increasing their income. Shareholders in Libya are focused

on income as a priority as they lived for decades under a socialist umbrella, meaning the

main income source for most people was their limited government salary. Shareholders

therefore want to take the opportunity to achieve the greatest returns and consider social

work to be a government responsibility. Therefore, such types of disclosure displace more

radical forms of social accounting and reflect the mainstream of social accounting.97

In this context, social reporting by Libyan banks does not seem to reflect a culture that

perceives interacting with society to go beyond the objective of mainstream Western social

accounting or conventional accounting.

5.9.1 Reasons or Factors That Might Explain the Domination of Repressive/Counter

Radical Forms of Accounting

Several factors appear to be relevant in explaining the insufficient disclosure of social

information by LCBs’ annual reports, some of them due to internal factors and others to

external factors.

97In the literature, Khan et al. (2009) found that there is not much social disclosure available in annual
reports. In addition, Barako and Brown (2008) reported that the level of social disclosure in their sample of
banks’ annual reports was very low. Other studies about social accounting disclosure in banks - and include
other sectors- reached to that the level of disclosure of social information was not satisfactory and poor
(O'Dwyer's, 1999; Abu-Baker and Naser, 2000; Sumiani, et al., 2007; Naser et al., 2006; Barako and Brown,
2008; Salama, 2008; Salehi and Azary, 2009).
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5.9.1.1 The Gap between Ideology, Legislation and Implementation

There seems to be a gap between legislation and ideology from one side and disclosure by

LCBs on the other. Whatever laws and regulations are promoted by the State, the question

is how can they be implemented and who is the guarantor of the implementation. However,

in Libya there are no civil society organisations, political parties, social pressure groups,

free trade unions or free media outlets.

 Socialist ideology, laws and regulations promoting equality

Libya may not differ culturally, socially or religiously from other Arab societies; however,

it has a completely different political and economic system that can impact on business as a

result of, uniquely among Arab states, adopting a socialist ideology. The socialist ideology

assumes that all institutions have a social and public responsibility; the People's Congresses

should control the functioning of these institutions, and ensure that they are working to

serve the community in the first instance, thus business organisations can be managed in

the public interest. The State defends the rights of the community and employees and

invites institutions to consider them as decision-makers. However, the status quo of social

disclosure and practice differs completely to the regime's claims.

There are regulations and laws that require companies to take account of their

communities, workers and other stakeholders, which would appear to push companies

including banks towards emancipatory social accounting (see chapter four). For example,

the State issued legalisation regarding women, employees and community, as well as laws

focusing on human rights. However, most of the time these remained slogans and were not

implemented in practice. The level of disclosure in banks’ annual reports shows the human

rights disclosures ranged between 0% and 3%. The lack of disclosure could be due to the

sensitivities of human rights issues and freedom issues in Libya, meaning banks may desire
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to avoid these types of disclosure. Another reason is that no one might ask about these

issues, especially given the absence of local human rights organisations. The regime in

Libya was unique in terms of its theory and slogans; however, it was also unique in its

corruption and lack of freedoms (see chapter four). The conflict and confusion between the

State laws, regulations and ideology, as well as in the slogans and principles of freedom

and justice, which are not really applied, contributed to the creation of layers and elites in

the Libyan society and the spread of corruption through different State's institutions. The

elite adopted the State thought and benefited to make themselves rich and accumulate

wealth, as well as enjoying higher living standards, and they took advantage of the gap

between theory and practice in the laws and regulations to promote their own interests. In

addition, the “colonial powers and foreign global capitalists used them as imperial agents to

consolidate the imperial economic interest locally” (Bakre, 2004, p.22). The conflict

between socialist ideology, regulations and laws, coupled with liberal laws and regulations,

may have contributed to deepening the ambiguities in LCBs’ annual reports and the

presence of different orientations of disclosure.

 Other laws and regulations promote for counter radical form of accounting/social

accounting

The Libyan Commercial law (1970) described the accountability requirements that

companies should discharge (Libyan State, 1970). This law obliges companies to prepare

balance sheets and profit and loss accounts and other related details, such as estimating the

assets, distributing profits to shareholders, decreasing the invested capital and establishing

legal reserves. Also in that law, Article 572 mentioned that companies have to attach a

report explaining how the company manages its business to their balance sheets. It is thus

argued that the Libyan regulations and laws imposed by the Libyan government, legislators

or CBL have no direct implication on social accounting disclosure -none of them
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asking/imposing for social disclosure. This leads to the assumption that these packages of

legislation are insufficient to make banks disclose their social initiatives (if any exist). The

disclosure in banks’ annual reports, however, takes a liberal nature (repressive or counter

radical social accounting) in terms of focusing on shareholders and their needs and

maximising profits. Also, Libyan laws and regulations are influenced by liberal tendencies.

Market liberalisation, increased privatisation and the establishment of a stock market are

far from traditional socialist ideologies and the dictates of cultural heritage of Libyan

society. Therefore, these tendencies displace more radical forms of social accounting.

 The lack of freedoms that impede emancipatory potential

NGOs, trade unions and other means of freedom are regarded as orientation tools in

reporting. In this regard such tools could “act on behalf of society” by engaging with banks

in their reports (Tilt, 1994, p. 47). Also, they could influence entities' behaviour by

mobilising public awareness and action against any repressive form of accounting. Thus,

NGOs (and other tools) could help to improve the well-being by helping to improve

accounting for enabling emancipatory potential (Gallhofer and Haslam, 2003). For Tilt

(1994, p. 47) “community pressure groups are a major source of influence on companies”

social disclosure practices'.98 In Libya, after the long period of colonialism, it was then

governed for four decades by a holistic and totalitarian regime that curbed freedoms. The

absence of much in the way of freedom, political parties, a free media and civil society

organisations, alongside political and economic corruption are the dominant features in

Libyan life. There was no way to guarantee the ostensibly socialist commitments and

slogans vis-à-vis society or interested parties would be implemented. So, adhering to

98 For instance, there are some NGOs that exclusively aim to provide shadow reports which can be compared
with the silent reports of an entity. For Dey (2007, p. 311) “current experiments with counter-accounting and
counter-information are perhaps more likely to owe their existence to civil society and the work of various
campaigning NGOs than to the efforts of accounting academics”.
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Western values – as a result of the educational system and international standards – is more

accepted than adhering to an ideology, regulations and laws.

5.9.1.2 The Impact of Globalisation and Western Imperialism

Globalisation requirements in the Libyan context could have a negative impact,99 such as

creating a large gap and conflict between local values and dealings in daily life. Such

challenges can be identified as “the dominance of Western Anglo-American” values in

Libya and the Arab world (Kamla, 2007, p.117).

 Accounting profession (international accounting and auditing standards)

The impact of globalisation is clearly visible, especially in the accounting and auditing

professions where professionals and practitioners depend on international standards shaped

primarily by Western imperialism (Bakar, 1997; Ahmad, 2004; Sharia, 2010). In Libya, the

accounting system brought and used by British and U.S. oil corporations in the early sixties

has had a major influence on accounting practice (Saleh, 2001). Adopting the accounting

and auditing of the West means the generated system is not in line with the local context.

According to Sharia (2010, p.11), such standards “drive Libya's accounting profession

further towards a western model”. International standards could contribute to the

consolidation of Western values instead of the local. They also contribute to the fostering

of a “westernised” socio-cultural, economic and political environment in Libya. As the

characteristics of the Libyan environment differ from the Western environment, the

99 It could have a positive impact as well. The social and environmental impact of a company's activities
attracts a wide and high level of interest, which may go far beyond local stakeholders to global interests as a
result of international initiatives and guidelines. In a globalisation framework, there is potentially a set of
global standards that may exceed the quality and accuracy of regional standards in some developing
countries, and may contribute to enhancing social responsibility. The inclusion of some criteria aims to
protect society from the financial dangers. For instance, according to CBL regulations, all Libyan commercial
banks have to comply with The Basel Committee on Banking Supervision within the framework of
international efforts to combat money laundering and financing of terrorism. Another example for this study
is the use of GRI criteria and other studies, which could be seen as a result of globalisation’s impact. That
represents the positive face of globalisation, as the previous studies of GRI criteria could give an opportunity
to achieve a broader human practice involving more meaningful conceptions, socially and environmentally.
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inefficiency of economic activities in Libya and the dominance of the public sector differ

from the case in Western countries. Also, the Libyan economy depends on oil and gas

revenues for funding various economic activities. Thus, the accounting generated from

international standards does not reflect the information needed in the Libyan context.

International accounting and auditing standards are imposed and required by Libyan laws

and regulations. As part of CBL, “Monetary policy trends in the next stage... Continuing

the restructuring process of the banking sector through the expansion of its ownership base

by selling the shares of Central Bank of Libya in the capitals of the commercial banks, the

implementation of the international accounting and auditing standards” (CBL, 2006).

Adopting international accounting standards confirms the dominance of the culture of

imperialism, which could be seen as a cultural legacy of colonialism which contributes to

the continuation of the Western hegemony. Given that such hegemony exists, looking for

accounting standards that serve the local interest seems important.

 The impact of Western education

The impact of globalisation and the postcolonial experience is not only on professional

accounting system. In the Libyan context, globalisation and the postcolonial experience are

also shaping accounting education, thus shaping the issue of accountability in the Libyan

context. As a result of the postcolonial experience and globalisation, many developing

countries, including Libya, have borrowed their accounting education from Anglo-

American systems without thinking about how to serve national objectives or enhance

accountability. As mentioned previously, the accountability requirements in developing

countries are not necessarily similar to those of developed countries (Sharia, 2010). The

adoption of Western accounting education creates accountants and auditors that do not

understand the requirements of the local economy as they are motivated by Western values,
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and thus contribute to enhance the current global capitalist order, and thus play a repressive

potential of accounting in society. For example, Libyan universities do not include social

and environmental accounting within the contents of accounting subjects (Ahmad and Gao,

2004). Environmental issues are therefore not considered by accountants, as they are

generally not taught environmental and social issues. Also, most curricula of accounting

courses at universities focus on financial issues, neglecting social issues and paying less

attention to management or government accounting. The impact of cultural imperialism

and globalisation on accounting education renders the accounting role in the local context

questionable. As the accounting education that grew through postcolonialism and

colonialism usually work to serve colonial interests (Annisette, 2000), cultural imperialism

could constrain local intellectual development by blurring the local identity and replacing it

by Western values (Woolman, 2001; Mama, 2004; Teferra and Altbach, 2004).

 Voluntary disclosure policy

Voluntary disclosure allows banks to disclose whatever they think will serve their interests,

and cover it up otherwise. Therefore, voluntary social accounting indicates counter-radical

social accounting that stems from the business organisation’s needs. Thus, talk about the

emancipatory potential of social accounting is questionable in light of being voluntary. The

problem in Libya is even more acute due to the absence of non-governmental organisations

that sponsor and monitor social action in companies. Global movements and initiatives,

such as the GRI, have been created under Western supervision. As such, “They exhibit a

limited vision and substantively end up aligning social accounting with hegemonic forces,

thus promoting a form of counter radical social accounting” (Gallhofer and Haslam, 2003,

p.130). Thus, most of the time they represent counter-radical social accounting and

Western business needs and their contribution to social accounting to act as an

emancipatory practice is not effective, and is used by organisations to legitimatise their
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activities. Accordingly, manifestations of social accounting have a repressive tendency

more than an emancipatory tendency. As it designed to service under the pretext of social

accounting and therefore might be more repressive conventional accounting. Voluntary

social accounting in a Western context is supported by NGOs, media, and sometimes

government regulations (see Tilt, 1994; Gallhofer and Haslam, 2003). However, in Libya,

as mentioned previously, there are no NGOs or free unions, so these are not among the

factors that drive banks to act responsibly. Libyan banks depend on Western models for

technology, developing services and training programmes. The Deputy Governor of the

CBL confirmed the need to focus more on compliance with international standards in the

banking sector development and training in mechanization and technology, thus

considering international standards in this regard (Al-Shukri, 2007). All of that could be

seen as an impact of globalisation. There are similar effects seen in banks' management, for

example some banks’ management handed power to the foreign partner, even though the

foreign partner's shares did not exceed one fifth of the total.100.

All of the above-mentioned reasons contribute to the lack of emancipatory, accountable

and transparent social reporting practices by Libyan banks. The concern is that in an

environment of increased liberalisation and privatisation of Libyan banks, the lack of

regulatory requirements for social disclosure may further displace important social issues

from public scrutiny. This could leave Libyan banks less accountable and regress many of

the social policies put in place by the socialist Libyan government in the past to ensure that

banks play a positive social role in society.

100 E.g. In Sahara Bank, bank's management was given to a foreign partner, even if the foreign partner’s share
of Sahara Bank was only 19%.
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To sum up:

Most of the LCBs’ reports reflect ‘good news’. Most of the information given is monetary

rather than narrative. The highest levels of social disclosure were on economic factors,

employees, customers and the community; however, the levels of emancipatory social

accounting vary between them. E.g., it is difficult to find any type of disclosure that reflects

emancipatory social accounting in the customer category as most of such disclosures are

forms of repressive or counter-radical social accounting. Although the customer category

has a higher percentage of disclosure than the community category, the community

category has some positive potential, such as reporting on offering interest-free loans to

people who have low incomes and making investments in unprofitable companies (and thus

portraying this as a norm). This positive potential indicates the possibility of emancipatory

change that could contribute to eschew repressive dimensions of accounting in society.

There is also some positive potential in the employees’ category, such as making insurance

payments for employees and giving bonuses to employees (again potentially instituting a

norm).

Disclosures under the environment category were absent. Neither the law nor the

regulations issued pursuant thereto directly pointed to the role of the banking sector or any

financial services in environmental issues. The economy category also reflects the

dominance of conventional accounting and its mobilisation as a repressive form of

accounting to embrace shareholders’ interests as a result of both legal requirements and the

impact of Western imperialism. It should be noted that the lowest level of disclosure

concerned human rights. The lack of disclosure could be due to the sensitivities toward

human rights and freedom issues in Libya, meaning banks may wish to avoid these types of

disclosure. Disclosure in the stakeholder engagement category was very low as well. In

Libya, the culture of dialogue and listening to the others' opinions has not been easy to
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develop as the long period of colonialism and the passage of four decades of dictatorship

and authoritarian rule curbed such freedoms. Most of the key LCBs are owned wholly or

partly by the government/CBL, reflected in the fact that the banks' commitment towards

shareholders follows the instinctive commitment towards the government CBL. The

conventional form of accounting is dominant in LCB disclosure and mainstream social

accounting present as well. Although, there is some positive potential in LCBs’ disclosures,

some of the factors that shape LCBs’ disclosure as repressive or counter-radical forms of

accounting/social accounting, include: (1) the failure of the State to implement socialist

slogans; (2) the impact of globalisation, postcolonialism and Western imperialism (seen in

Western accounting education and Western accounting profession, international accounting

standards and voluntary disclosure); and (3) the absence of NGOs, freedom, free media and

free trade unions.
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Chapter Six: The Second Empirical Investigation, Interviews with Social Actors

6.1 Introduction

Interviews can help to understand the development of social accounting practices in

Libya’s commercial banks. They also provide an opportunity to identify the link between

social accounting disclosure and practice in LCBs. Interviews can give us information

regarding the government’s role in supporting banks’ social accounting and responsibility

towards radical social accounting. Furthermore, globalisation and the Western impact can

be highlighted. There is a greater opportunity to understand social actors’ views/attitudes

and knowledge regarding the topic under discussion and their vision regarding the future.

Social practice can be learned about by observation or conversation with social actors in

the real world. This study conducts interviews with social actors who represent key

stakeholders of LCBs. In this study, using interviews alongside content analysis/disclosure

index could make the data more credible and enhance the argument. The first section of

this chapter reviews the importance of interviews in qualitative research in general and

social accounting research in particular. The first section will also discuss processing and

practising interviews. The last section will focus on the analysis of the interviews according

to five themes: First theme, stakeholders' attitudes/perceptions towards social accounting

and responsibility, and the role of banks in society. Second theme, social responsibility

practices in LCBs. Third theme, understanding LCBs’ social disclosure and non-disclosure.

Fourth theme, the impact of the State’s role and ownership structure on banks’ social

responsibility. Fifth theme, the required change to develop banks’ social accounting and

responsibility.
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6.2 Interviews as a Research Method

For Kvale (1996), the interview is basically a questionnaire administered personally in

conversation with an interviewee. In interviews, however, there is more room to follow up

on important questions and encourage the participants to explain what they mean. The

interviews allow an interactive dialogue between interviewer and interviewee, and a deep

understanding regarding the real world (Drever, 1995; Kvale, 1996; Gillham, 2000; Kvale,

2007; Roulston, 2010). Interviews can be designed on the basis of creating an open

discussion, with the possibility of generating new questions to better understand the current

situation (Kvale, 2007). The interviews and their results do not depend exclusively on the

quality of the questions raised, but also on how the researcher conducts the dialogue. The

goal of the interview should be determined clearly so the dialogue and debate can serve the

interviews' purposes (Kvale, 1996; Kvale, 2007). Interviews allow social actors to describe

the world through their experiences and their own perspectives using their own words.

Interviews, therefore, are subjective and rely to a large extent on the researcher’s

interpretation (Kvale, 1996).

6.2.1 Interviews in Qualitative Research and Social Accounting Research

Kvale (2007, p. 1) deemed qualitative research an attempt to understand and explain the

social world, so:

“if you want to know how people understand their world and their lives, why not talk with
them? [...] Through conversations we get to know other people, get to learn about their
experiences, feelings, and hopes and the world they live in…The research interview is an
inter-view where knowledge is constructed in the inter-action between the interviewer and
the interviewee”.

Interviews are considered a very flexible technique and one of the major methods of

collecting data in qualitative research (Drever, 1995). Foddy (1993) saw oral statements as

‘verbal data’ and the dominant element in the social sciences. The trend for interviews and
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questionnaires has been marked since the forties. In social research in general, and in social

accounting in particular, interviews have been widely used to collect empirical data about

the subject under discussion (Gallhofer et al., 1999; Lodhia, 2003; O’Dwyer, 2003;

Kuasirikun, 2005; Jamali and Mirshak, 2007; Gallhofer et al., 2006; Owen, 2008;

Georgakopoulos and Thomson, 2008; Bulut and Yumrukay, 2009; Maccarrone, 2009;

Gallhofer et al., 2011). Gallhofer and Haslam (2004, p. 399) called for the need to depart

from the traditional approach of accounting research methods and for the "usage of various

forms of narrative, e.g., interviews, oral histories, self-reflection and conversations" to

improve the accounting role in understanding the surrounding circumstances.

Although interview questions have been organised in different ways by researchers in

accordance with their topic and theoretical perspective, most qualitative research has failed

to clarify the relationship between theory and method (Roulston, 2010). This may make it

difficult for novice researchers to link them, especially when they are designing the

interviews and formulating their questions (Roulston, 2010). Pawson (1996, p. 299) thinks

that “theoretical considerations are seldom taken to have such an immediate 'reach' into the

world of data and the concerns of the subject”. Such arguments reinforce the need to place

the interview questions within a theoretical framework (theorising interviews).

6.2.2 Theorising Interviews

Researchers have tried over the past decades to discuss accounting’s role in society beyond

the mere economic performance of an organisation. This is probably one of the main

reasons that have prompted accounting scholars to borrow social theories for their research

to understand accounting contextually as well as for accounting emancipation (Laughlin,

1995; Gallhofer and Haslam, 2003). According to Roulston, (2010, p. 3), theorising:
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“is the process by which we go about constructing these statements in relation to
what is already known about the issue…how interview data are generated”.

As a researcher adopts a specific theory/approach to conduct the research, he/she should

consider that approach when designing the interview structure and questions. According to

Roulston (2010, p. 3), considering “these issues during data analysis may be too late”.

Furthermore, Foddy (1993, p. 12) thinks:

"If we want to improve our ability to formulate questions which work in the way
we want them to work; we must understand the methodological implications of the
assumptions underlying the procedures we use".

Researchers should consider the dynamic and thematic dimensions101 when preparing

interview questions (Kvale, 1996; Kvale, and Brinkmann, 2009). In this research, the

critical theoretical approach has been adopted. Such an approach - as explained in Chapter

Two - does not merely aim to understand and interpret the real world, but also to mobilise

and to change the status quo for the better (e.g. by considering and consulting social

actors). This approach makes the researcher understand the practice in its general

framework and through the prevailing ideological outlook. Pawson (1996, p. 299) believes

that "the researcher's theory is the subject matter of the interview and the subject is there to

confirm or falsify and, above all, to refine that theory". Moreover, as critical theory

considers past and future dimensions, so in interviews the researcher should consider "not

only the insights into the past but also the methodological tools for change in the future"

(Laughlin, 1987, p.482). Accordingly, three dimensions of critical theory must be

considered in the interview questions: (1) linking theory to practice and criticism of the

status quo with seeking to change for the better world; (2) considering the entity in its

historical and social context and the ability of individuals to adapt and live with the

101The ‘thematic dimension’ reflects a theoretical conception as part of questions/investigation, while
‘dynamic dimension’ means a good/positive interview interaction (Kvale, 1996, p.129; Kvale and
Brinkmann, 2009).
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proposed change; (3) social actors should be consulted in relation to the proposed change to

know whether change is acceptable, and whether they are able to deal with that change (see

Laughlin, 1987). To deepen the dialogue in the interview and considering the theoretical

aspects, it is better for the interview’s questions to be flexible.

6.2.3 Semi-structured Interview

A good opportunity for discussion, dialogue and getting interviewees’ opinions can be

offered by semi-structured interviews, as the discussion and questions can be re-designed

during the process of interviews (CEMCA, 2010, p.36). For Kvale (2007, p.11), the semi-

structured interview:

“Seeks to obtain descriptions of the interviewees’ lived world with respect to
interpretation of the meaning of the described phenomena…it involves a specific
approach and technique…it is neither an open everyday conversation nor a closed
questionnaire”.

Also, Drever (1995, p.1) states that, in semi-structured interviews:

“…the interviewer sets up a general structure by deciding in advance what ground
is to be covered and what main questions are to be asked. This leaves the detailed
structure to be worked out during the interview”.

Interviews give high-quality data as they rely on getting data directly from the social

actors. Semi-structured interviews allow them to tell their story and communicate what

they think about the subject (Kvale, 2007). Semi-structured interviews may be more than

merely questions and answers between interviewer and interviewee. They are an interaction

between the two, in attempting to understand the world as it is seen by the interviewees,

learning from interviewees and gaining knowledge about their world (see Foddy, 1993;

Drever, 1995; Kvale, 1996; Gillham, 2000; Kvale, 2007; Roulston, 2010).
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6.3 The Interview Process

6.3.1 Designing an Interview Guide

Drafting understandable questions represents a critical step in organising an interview. As

the interview questions are written in academic language, some of them may be difficult

for interviewees to understand. Although the researcher will be there to explain, questions

should be easy to understand (Kvale, 2007). Hence, it is appropriate for the researcher to

formulate two lists of questions, the first in academic language - to be included in the

research - and the second "translated into the vernacular as questions” for the purpose of

presenting them to the participants (Kvale, 2007, p.65). In this research, as the interviews

were conducted in Arabic, the researcher translated the academic research questions into

simplified Arabic.

One of the key questions that must be considered carefully is “Who should be

interviewed?” since understanding the social world depends to a large extent on the social

actors. Those social actors must be aware of and familiar with the environment in which

they live.

6.3.2 Selecting the Interviewees’ Sample - Interviewing Social Actors

Stakeholders as a term is not recognised legally (Crane et al., 2005). It is just a term to

explain who the interested parties around the entity are. Thus, ‘there is really no settled

meaning within the academic discipline of law as to what a stakeholder is’ (Crane et al.,

2005, p. 67). Several studies indicate the key stakeholders of the banking sector. However,

those stakeholders could include102 managers, customers (depositors and borrowers),

shareholders, employees, community and regulators (Jeucken and Bouma, 1999; Cooper,

102 For Khan (2010, p. 86), "In banking context, depositors and borrowers are the major stakeholders of banks
which represent extremely large and diverse stakeholder groups. As a result, in addition to shareholders and
managers, depositors and regulators have a straight stake in bank performance". Also for Kama and Chuku
(2009, p. 4), "The principal stakeholders are the shareholders, board of directors, and management. Others
include employees, suppliers, customers, regulators, government and the community at large".
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2004; Griffith, 2007; GRI, 2008; Kama and Chuku, 2009; Khan, 2010). After determining

the key stakeholders to be interviewed, interviewees were often selected through personal

relationships and by connections with friends (within the functions/jobs specified in

advance for the study). Also, letters from supervisors and the Cultural Affairs Department

of the Libyan Embassy in the UK were provided (see: Appendix 3). Once each interview

was finished, the researcher arranged the next one by asking for recommendations from the

interviewee, in order to facilitate the next person to be interviewed. It was not difficult to

arrange interviews; however some circumstances hampered conducting interviews, such as

absence of interviewees and some administrative bureaucracy. This study considers the key

stakeholders in the LCBs to include: board directors, academics, employees, accountants,

external auditors, managers of branches, general managers, corporate shareholders and

directors of the CBL. However, interviewees were also selected from outside banks, (such

as external auditors, academics and corporate customers) and from various banks,

including: Gumhouria Bank, Commerce & Development Bank, Sahara Bank, Wahda Bank,

National Commercial Bank, Waha  Bank, Aman Bank, Alejmaa Alarabi Bank,

Mediterranean Bank, United Banking, and CBL. The researcher, tried to choose

interviewees, who could help in addressing the research purposes. For the researcher,

choosing the right interviewees for the study may lead to more realistic and credible results

in the context, therefore, interviewees were selected on the basis of their relationship and

position in LCBs, especially in relation to accounting and disclosure. For example, the

presence of managers and board directors within the interview sample enabled the

researcher to identify the current status of the disclosure, as well as their vision for the

development of disclosure (way forward). Moreover, for the research purposes, the external

auditors of banks have been considered, as auditors have more information regarding
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accounting disclosure and practice in banks. In addition, as auditors live in the social

world, they are familiar with the bank's operations.

6.3.3 Transcription of Data

Interview transcription relates to transferring/translating the oral dialogue of interviews into

the written form (Kvale, 2007). As there is no form or specific steps to prepare or conduct a

semi-structured interview, there is no form or specific manner of transcription103. Both,

however, depend on the researcher, the objectives of the interview and the purpose of the

research. Therefore, a researcher should think about how to carry out transcription (Kvale,

2007). Most of what people say in interviews ‘is redundant’ (Gillham, 2000, p. 60)104. The

issues here include: does a researcher need to transcribe all oral statements or the

substantive statements only? For this research, the researcher transcribed the interviews in

Arabic to ‘generate findings’ then translated related statements (Roulston, 2010, p. 108).

After the transcription process, text statements were classified into specific themes. Such a

step helped the researcher to understand and explain the text more clearly. The

transcription issue leads us to a discussion of the reliability and validity of interviews.

6.3.4 Reliability and Validity

Reliability can be achieved when two persons working independently reach the same

results by translating the same text that was previously recorded from the interview. Also,

listening again to the tape could strengthen the interview's reliability; it could help in

reconsidering some of the texts that have been subject to ‘mishearing and

misinterpretations’ (Kvale, 2007, p. 98). However, many researchers think it is unnecessary

103 Transcribing an interview “depends on the quality of the recording, the typing of the transcriber and
demands for details and exactitude” (Kvale, 2007, p.94).
104 During the interviews, some people digressed from the subject, so most of the statements were redundant.
To solve this, the researcher transcribed all statements in the language of the original interviews (Arabic).
However, for the analysis and themes selection, the researcher only translated the substantives statements
relevant to the subject and this will be subject to analysis.
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to use reliability and validity in qualitative research105. Cai and Wheale (2007, p. 276)

thought that, in semi-structured interviews, reliability and validity could not be subjected to

rigorous testing. In fact it is difficult to demonstrate research validity, as social/qualitative

research requires the personal perspective of the researcher to be involved (Roulston,

2010). This is assuming that the interviewees have expressed their views with honesty and

integrity regarding the subject of the interviews (Roulston, 2010). However, the researcher

here has undertaken some steps to ensure reliability and validity. Such steps include:

listening again to the recording, following the correct method of conducting interviews and

taking into account the interviews’ general and specific limitations.

6.4 Practising Interviews

6.4.1 The Interviews’ General and Specific Limitations

The interviews’ general limitations represent those associated with interviews as a research

method, while the specific limitations are those occurring during this research.

A limitation in the number of interviews leads to a limitation in the generalisation of the

findings (Foddy, 1993). The key aim of interviews here is to explore the real world as it

seen by the representative sample/social actors who live in it (Hanafi, 2006). The responses

and attitudes of interviewers are what matter, as social research deals with subjective

interpretations (Marshall and Rossman, 2010).

Interview documentation is another issue. This limitation is related to collecting data

during the interviews, as the researcher may not be able to write down the words as fast as

they are spoken by the interviewee. Using a recorder during interviews might help to solve

105 Andreani and Conchon (2005) as quoted by Ocler (2009, p.176): "Qualitative validity does not correspond
to the traditional validity paradigms. Moreover, one cannot apply to qualitative validity the rules of internal
validity, external validity and reliability". O'Dwyer (1999, p. 212) reported that: “Qualitative methods will
never achieve perfect reliability, nor should they be expected to if valid studies of the real world are to be
produced”.
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this issue. During the interview and in transcription, recording interviews makes the

interview process much easier. It gives the researcher a chance to focus on the dialogue and

take notes as well as saving interviewees' time (Foddy, 1993; Kvale, 1996; Kvale, 2007).

Recording interviews, however, could raise some difficulties. In some contexts

interviewees refuse to be recorded (in this study seven interviewees refused). Also,

recording interviews might make interviewees extra-cautious in their answers (Foddy,

1993). Hence, to grant more comfort to interviewees in the conversation, it was also

clarified to them that the recorder can be switched off if the interviewee preferred not to

record sensitive statements in the interview, and this happened in five interviews.

When interviewees objected to a recording being made, the researcher took extensive notes

during the interview instead. These notes were written up (transcribed) immediately after

the interviews. Even for those who agreed to record the interview, some notes were written

down for many reasons, such as helping the interviewer to raise other questions as a result

of the interviewee's answer. Sometimes the noise of the tape might hinder the transcribing

process; also some of the transcription text might not be used in the analysis, due to its

irrelevance to the subject (Zain, 1999).

Another limitation in conducting personal face-to-face interviews is the high cost of

interviews, which reflects often the distance of respondents106. Also, some interviewees

were reluctant to answer questions they perceived as sensitive, such as questions relating to

the government’s role and State ideology. This prompted the researcher to re-word some

questions in a way that corresponded to the interviewee's personality, in order to get the

answer without reservations. Besides, to make an interviewee feel comfortable during the

106 For instance, the researcher conducted interviews in different cities, the distances between some of them
reaching 1,000 km. in Tripoli, in the west of Libya, and in Benghazi (1,000 km from Tripoli), and then in
Misurata.
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interview, the researcher assured each interviewee that there were no correct or wrong

answers.

6.4.2 The Researcher’s Steps to Conduct the Interviews107

The interviews were conducted over eight weeks in the period between 26/05/2010 and

16/07/2010 and ranged from 35 minutes to 90 minutes. Most interviews were conducted in

the interviewees' workplace, with the exception of two interviews that took place in the

interviewees’ homes. Interviews started by gathering background information about the

interviewee. The researcher provided information about himself, and the nature of the

research. He also provided letters from supervisors and the Cultural Affairs Department of

the Libyan Embassy in the UK (see: Appendix 3). He emphasised to participants that

information garnered would be used for research purposes only. In this research, a number

of open-questions were prepared in advance before the start of the interviews. These

questions addressed and reflected the research questions which built on the theory and the

literature (see: Appendix 2). Moreover, during the interview the researcher asked

interviewees to provide further details and a description of their answers when needed. The

researcher was careful not to interrupt, even if the interviewee moved away from the

context of the question. The questions’ sequence remained the same for most interviews,

but there were some changes in the question order and the selection of various words

according to the circumstances of the interviewees. Adding new questions, however, was

dependent on the circumstances of each particular interview.

To get more credible answers, the researcher steered clear of asking direct questions

relating to the respondents. The researcher put the more important questions at the

beginning of the interview, because he believed that the earlier questions received more

107 Many authors give prominence to how the interviews are organised and run (Foddy, 1993; Drever, 1995;
Pawson, 1996; Kvale, 1996; Gillham, 2000; Kvale, 2007; Kvale, and Brinkmann, 2009; Roulston, 2010).
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attention than later questions. Another issue that has to be considered in interviews is the

cultural context, as this has an impact on interviewees' willingness to answer questions or

to determine the direction of the answers (Foddy, 1993)108. It was better not to adopt a rigid

template of questions.109 Therefore, it was decided to adopt the semi-structured interview.

6.4.3 Interviewees’ Background

From Table 6.1 it will be noted that some interviewees have more than one professional

background. The first language of all the interviewees is Arabic.

Table (6.1) Information Regarding Interviewees

Due to their experience and high qualifications, some interviewees have more than one

occupation e.g. A1, A2, A12 and A13 are academics and members of accounting staff in

addition to their main occupation.

108 In general, generosity in giving information depends to a large extent on the social relationships, so the
researcher did not expect an interviewee to give sensitive information.
109 Since the semi-structured method depends on dialogue, debate and the possibility of adding questions
according to the dialogue.

Code Occupation Experience
years

Qualification Subject

A1-Bod Board director of bank 25 PhD Accounting
A2-Bod Board director of bank 20 PhD Accounting
A3-M Director of Banking Operations 37 Esc Accounting
A4-E Employee of banks 20 Esc Business management
A5-E Employee of banks 25 Esc Law
A6-M Manager of bank branch 12 MSc Accounting
A7-Co Credit Officers 20 Esc Economy
A8-E Employee of banks 10 Esc Accounting
A9-M Manager of branch 35 Other Other

A10-Ac Accountant in bank 11 MSc Accounting
A11-Au External Auditor of banks 35 MSc Accounting
A12-Au External Auditor of banks 25 PhD Accounting
A13-Au External Auditor of banks 10 MSc Accounting
A14-R Director in CBL 18 MSc Economy
A15-M General Manager in bank 30 Esc Accounting
A16-Ac Accountant in bank 3 MSc Accounting
A17-R Director in  CBL 18 Esc Accounting

A18-RT Manager of training centre in CBL 12 Esc Accounting
A19-S Corporate shareholder/customer 25 Esc Accounting

A20-Au External Auditor of banks 42 Esc Accounting
A21-A Academic 8 MSc Accounting
A22-E Administrator in bank 10 Esc Business Management



245

The researcher prepared both Arabic and English versions of the interview guide and

questions before conducting the interviews. The average duration of an interview was 40

minutes. The total number of interviewees was 24; nevertheless, two interviewers were

excluded. As Table 6.1 shows, 21 out of the 22 interviewees had graduate and postgraduate

qualifications. 50% had a bachelor's degree, 32% have MSc qualifications, and 14% have

PhD qualifications. Just one interviewee has no such degrees. Also, 72% of them have

accounting qualifications, while the remaining percentage was distributed between business

management, law and economy. Further, the table shows that 90% of interviewees have

experience exceeding ten years.

6.5 The Interviews Analysis

According to Gillham (2000, p.59), the content analysis of interviews constitutes:

“Organising the substantive content of the interview: the content that is of substance. So
there are two essential strands to the analysis…identifying those key, substantive points…
putting them into categories”

The themes in this study have been formulated and prepared depending on participants’

answers and dialogue as well as the thesis aims, questions and theory. Each copy of a

transcription/written statement has been revised more than once and compared with oral

statements (when available). A specific code is given to each interviewee. Such steps are

conducted in order to facilitate the process of analysis and discussion and guarantee

interviewees’ anonymity.

6.5.1 Selecting Themes to Organise and Analyse Interview Answers

The transcribed text statement was summarised into five main themes:

 First theme: Stakeholders' understandings and attitudes towards social accounting

and responsibility and the role of banks in society.

 Second theme: Social responsibility practices in LCBs.



246

 Third theme: Understanding LCBs’ social disclosure and non-disclosure.

 Fourth theme: The impact of the State control and ownership structure on banks’

social responsibilities.

 Fifth theme: The required change to develop banks’ social responsibilities (ways

forward).

6.5.2 First Theme: Stakeholders' Understandings and Attitudes towards Social

Accounting and Responsibility and the Role of Banks in Society

‘Attitude, in a broad sense, means somebody’s tendency to react to any event or object in

his/her environment’ (Tomal, 2010, p.1729). The interviewees’ attitudes regarding the

subject under discussion are important, as the interviewees represent the key social actors

in the real world. Therefore, the researcher assumes that, before starting any real questions

about social accounting, it is important to know their attitude/perception towards social

accounting and responsibility and their view regarding the role of banks in society.

Few interviewees provided a specific definition of social accounting (academics and

external auditors). However, when the researcher explained to them what social accounting

meant, Interviewees' responses showed that the vast majority of them recognised the social

accounting concept and considered it to be beneficial to banks' social responsibility. Some

interviewees provided their understanding of social accounting and/or banks' social

responsibility.

"Social accounting or responsibility can be measured by the bank's contribution to
the surrounding environment" (A21-A).

“Social accounting is interested in recording the financial implications of non-
economic activities of organisations” (A1-Bod).

“Social accounting governs the relationship between society and the institution”
(A2-Bod).

Another interviewee - an academic and external auditor - thought that social accounting

responsibility referred to sustainability concepts:
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“Sustainability: if you are not able to plant a new tree, at least keep the existing
tree. Try to protect the environment, by providing initiatives towards it. If you
cannot add anything to the environment, do not harm it” (A12-Au).

In the literature, there is confusion in using CSR as a term; CSR could mean corporate

sustainability reporting, or corporate social responsibility or corporate social reporting. In

addition, other terms have been employed in social accounting, such as 3BL, social audit

and green accounting (see Chapter Three). All these concepts fall within the common rules

of social accounting, in the context of social, environmental and economic issues, where

social accounting represents the generic term (Gray et al., 1997). Thus, as the interviewees’

responses reflect their Western educational background, they also reflect the confusion in

the definition that exists in the literature. Although interviewees’ responses were positive,

they were general responses and open. Such responses addressed the interviewees'

understanding of social accounting. The interviewees who linked social accounting with

non-economic and environmental issues were academics and external auditors (see Table

6.1). It is noticeable that the interviewees who provided their understanding of social

accounting were among those who had high qualifications and were educated in the West.

Thus, they are influenced by the Western educational background in giving their definition

of social accounting. Interviewees did not provide a definition of or their perspective on

social accounting in the Libyan environment as imposed by Libyan customs and traditions.

Instead they reflected a mainstream Western social accounting perspective as highlighted

in the Western literature.

Only two interviewees expressed a negative attitude towards social accounting.

“Accounting is only related to figures; it is, therefore, difficult to talk about the
social role of accounting” (A3-M).

And:

"Accounting would serve the purposes of the organisation alone" (A5-E).
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These two interviewees considered only the narrow financial dimension of conventional

accounting. Conventional accounting traditionally has financial concerns so it does not

consider the social consequences of banking activities. Accounting education in Libya

focuses on financial issues and ignores social and moral considerations. Therefore, it is not

surprising that some people are affected by conventional accounting and express a negative

attitude towards social accounting. This does not mean the rest of the interviewees realise

the social role of accounting. Many of them consider accounting a matter of numbers,

double-entry and budgets, so it seems at face value that this is just technical. However, as

mentioned, when the researcher explained to them the social role of accounting and what

social accounting meant, most of them accepted the concept. The exclusion of the social

dimension of accountability contributed to the neutralisation of local values. Considering

accounting as merely figures and focusing only on the financial consequences of entities'

activities mobilised accounting as a globalised Western phenomenon, thereby enhancing

Western values at the expense of local values, and thus highlighting the repressive potential

of accounting in society (Gallhofer and Haslam, 2003; Kamla et al., 2006).

Interviewees expressed their views regarding CSR and the role of banks in society. Most

interviewees perceived that banks have a social role in society. They, however, expressed

different views of what this role entails:

“Banks have to offer social benefits to society to exceed the costs incurred by the
community as a result of their activities. These benefits include environmental
protection, contributing to social cohesion and satisfaction between the different
groups within the organisation… as the organisation has contracts with business
partners, it also has an unwritten contract with the community” (A1-Bod).

And:

“Banks’ social responsibility towards society means protecting the environment
and creating benefits for the whole society … social responsibility reflects banks’
obligations towards society” (A2-Bod)
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Some interviewees thought the banks’ social responsibility was realised through their

contribution to employment and training:

"Banks' social responsibility can be enhanced by focusing on employment,
assistance in environmental protection, contributing to social institutions and
considering the training programmes of employees and care for them and their
families’ health" (A20-Au).

A large proportion of the interviewees’ responses reflects a positive attitude towards social

responsibility and banks having a social role. Similar results were reported in other studies

in both Eastern and Western countries. Jamali and Mirshak (2007) in Lebanon and Tencati

et al. (2004) in Italy reported a positive attitude among stakeholders towards social

responsibility. Similarly, Kuasirikun’s (2005) study confirmed that there were positive

attitudes among accountants and auditors to environmental issues in Thailand. Dusuki and

Dar (2005) explored the perceptions of Islamic banks from multiple stakeholder groups’

perspectives in Malaysia regarding social responsibility; they generally had positive views

of CSR. Naser and Abu-Baker’s (1999) study showed positive attitudes among the

participants towards social responsibility, despite such responsibility being imposed by

legal and professional pressure. Caring for others and providing social initiatives are within

Islamic teachings, so it is not strange that the impact of culture and Islamic principles was

evident through interviewees' attitudes towards social accounting and responsibility. The

Islamic religion has a considerable influence on the culture of Libyan people, as the Islamic

religion has played a significant role in shaping the culture, whether in deals between

people or the nature of life.

Two interviewees adopted a business approach regarding banks' social responsibility,

connecting social responsibility with generating profit. One of those is an academic and

bank board member. This interviewee viewed the social responsibility of banks as follows:
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"The bank's main function is to bring deposits and grant facilities. Engaging in
banking activity by providing social and housing loans and grant credit,
distribution of dividends to shareholders, and banks’ contribution to financing of
the public treasury by taxation. So, as these social actions have a social dimension,
they have to contribute to banks profitability" (A22-E).

This reflects that some interviewees believe in linking the social initiatives of banks with

profitability. Such views reflect counter radical social accounting that stems from a

business organisation's needs. Other studies noted this as well. De Madariaga and Valo

(2007) concluded that interviewees had a positive and receptive attitude towards CSR for

specific groups of stakeholders. Such business approaches pay little attention to the conflict

of interest between maximising shareholders' wealth and the needs of society. They deem

CSR and social accounting as tools for improving the company’s image and increasing

shareholders’ wealth (WBCSD, 2003; Brown and Fraser, 2006). However, for most

interviewees’ the social responsibility of banks meant offering social benefits to society,

contributing to social cohesion, achieving satisfaction within the organisation between

different groups, protecting the environment, providing social reporting, focusing on

employment efforts and financing economic projects that contribute to increased social

welfare. Such perceptions and attitudes towards social accounting responsibility reflect

emancipated attitudes.

Educational background, cultural dimension and the ideological domination of the State

may be behind the interviewees’ perceptions regarding social accounting and the social

responsibility of banks. Interviewees, whether they received their education inside or

outside Libya, are influenced by Western values, because accounting education in Libya

was established in the postcolonial and capitalist era (Ahmad and Gao, 2004; Baker and

Russell, 2003; Zubek, 2008; Shareia, 2010). Libya did not develop an education system to

meet the local requirements/values. However, as Libya is an Islamic society, many people

believe that ethical and social principles are a religious and moral obligation for the
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individual and institutions (Haniffa, 2002). Interviewees, however, believe that banks have

a social responsibility, but still stress the need to focus on profit for ensuring the continuity

and growth of commercial banks. Thus, they did not link social responsibility to Islamic

values or local culture. This reflects the extent to which Western imperialist culture

contributes to a displacement of local values in Libya.

Despite State domination being evident as some banks are owned wholly or in part by the

State, the impact of the socialist ideology of the State does not have a clear echo in

interviewees' responses. Libyan socialist ideology and the regime’s speeches focused on

wealth redistribution and social justice. Also the regime resisted Western values in a desire

to see local values prevail. However, this resistance was often confined to speeches and

slogans. This led one respondent to argue that the imposition of colonial culture could not

be confined to colonial powers or to Western imperialism, but in elites' wishes as well to

import Western values to create enrichment. Also, dictatorship and tyranny have often

shown themselves to be compatible with colonial culture, and have contributed to the

emergence of elite beneficiaries.

6.5.3 Second Theme: Social Responsibility Practices in LCBs

The second theme seeks to explore interviewees’ perceptions of the status quo of social

responsibility and the accounting practised, as their positive attitude towards social

accounting and responsibility may not reflect the reality of social accounting practice.

Salehi and Azary's (2009) study in Iran investigated external auditors’, internal auditors’,

accountants’, bankers’, investors’ and academics’ views regarding corporate social

responsibility. Their study reflected a gap between the practice of social responsibility and

stakeholders' perspectives on social responsibility. Rahahleh and Sharairi’s (2008) study



252

concluded that there is a kind of social accounting application in some companies, but

concepts of social accounting responsibility are not totally recognised.

Most interviewees mentioned some social initiatives towards society. However, many

initiatives reflected counter radical social accounting that aimed to satisfy key stakeholders

and achieve profit.

Interviewees were asked about the type of social responsibility activities that existed in

their banks. Some interviewees indicated to their banks’ social practices that might indicate

to emancipatory potential:

“In our banks we give donations to some sport clubs, scouting, blind and orphan
associations” (A2-Bod).

“The Bank has granted financial and in-kind subsidies to charitable associations.
Also, we have sent some citizens at the bank’s expense for treatment outside the
country” (A7-Co).

Other interviewees summarised some of the practices of their bank's social responsibility,

emphasising responsibility towards employees:

"Giving social benefits to employees. Yearly, the bank invites employees and some
customers to a party and to honour some of them, considering health care for
employees and their families. In addition we provide a full health insurance card
free of charge to all employees in private clinics in Libya as well as treatment of
staff in clinics outside the country in Tunisia and Egypt for free” (A4-E).

And:

“We give social loans to employees interest-free and other loans to build houses at
a lower interest rate than the prevailing rate” (A10-Ac)

Just one interviewee mentioned community as the future target for social initiatives

“As a result of the change in tax law, the administration will seek to obtain
shareholders’ approval for the purpose of using part of the tax savings in services
within the community” (A6-M).

One interviewee summed up the most important social initiatives undertaken by the bank

as follows:
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"Islamic Murabaha services, participation in cultural seminars, participation in
scientific conferences, providing funds for treatment of some social figures and
contributing to the Blind Association" (A15-M).

Another interviewee indicated clearly the Western form of social initiatives when he

mentioned that:

“Satisfying employees and customers is a key success for our bank, where we
provide social initiatives that attract more customers and skilled employees to
increase the bank’s profitability” (A5-E).

Providing initiatives to stakeholders could be seen as part of the banks’ social

responsibility, but throughout interviewees’ responses it could be noted that employees and

customers are the common target of their social initiatives, while the community was only

mentioned by two interviewees. These social initiatives that were conducted to satisfy key

stakeholders and maximise shareholder values are reflected in banks social disclosure, thus

contributing to the enhancement of a counter radical social accounting, instead of an

enabling or emancipatory form of accounting/social accounting to the betterment. Business

organisations attempt to adopt counter radical social accounting to  displace the

emancipatory potential of social accounting, so it is ‘beyond the conventional but with an

orientation towards the preservation or enhancement of the current socio-political order

rather than something akin to an  emancipatory intent’ (Gallhofer and Haslam, 2003, p.114-

115). However, positive potentialities are present in counter social accounting, as it reduces

the dominance of conventional accounting.

As was the case in the previous theme, this reflects the business approach that is adopted

by some banks that consider CSR as a tool to increase the financial value of banks. Also,

the business approach pays a little attention to the conflict of interest between business and

society, which reflects the impact of Western capitalism on the banks (WBCSD, 2003;

Brown and Fraser, 2006). This enshrines the mainstream Western social accounting that led
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to a repressive form of accounting. This comes contrary to the State ideology, which

assumes that the institutions work for the benefit of society.

Libyan intellectual ideology, as promoted in the Green Book, urges attention to the

community110, but there were no specific laws supporting such ideology. Employees’

issues, however, have been urged by both the Green Book and Libyan law No. 37/1973

regarding Manpower Development and Training. The law instructed institutions to prepare

training programmes to develop and increase the efficiency of their employees (Libyan

State, 1973). Regarding women’s rights at work, the Charter on the Rights and Duties of

Women that was issued in 1997 by the Libyan General People's Congress stipulates that

men and women should have the same opportunities and rights to leadership positions and

employment. However, such stipulations remains merely slogans (as many social laws and

regulations), as few banks seemed to care about these issues.

As part of banks’ social responsibility practices, interviewees were asked about direct and

indirect responsibility towards environmental protection. Interviewees agreed that banks

consider neither their direct or indirect environmental responsibility111. Notwithstanding,

interviewees agreed on the importance of banks’ responsibility in respect to direct

environmental impact (another positive attitude). The differences in interviewees’

responses were in their views on who should be responsible towards environmental

considerations. Some deemed banks to be responsible; others saw such responsibility to be

within the merits of the State and its organisations.

110 'The aspiration of the new socialist society is to create a society which is happy because it is free. This can
only be achieved by satisfying man's material and spiritual needs, and that, in turn, comes about through the
liberation of these needs from the control of others…Economic activity in the new socialist society is a
productive one aimed at the satisfaction of material needs. It is not an unproductive activity, nor one which
seeks profit for surplus savings beyond the satisfaction of such needs. This, according to the new socialist
basis, is unacceptable' (Qadafi, 1977, p.57).
111 Indirect environmental impact means considering other companies’ activities and their negative impact on
the environment before providing any form of financial service.
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"It is not banks' responsibility to preserve the environment, but the responsibility of
other parties to stop banks causing harm to the environment" (A14-R).

Some interviewees perceived that the CBL in particular had to be responsible and

encourage banks to consider the environment, because environmental issues do not receive

sufficient attention from stakeholders and managers. Also some blamed the State for not

raising awareness on environmental and social issues:

"CBL should issue instructions that restrict investments in projects that harm the
environment” (A2-Bod).

Others attributed the problem to public awareness, including the government, managers,

people and educational institutions, and to the absence of independent local organisations

that promote environmental protection.

"Banks' managers and most people have no environmental, social awareness.
Social and environmental awareness can be created by the enactment of legislation
and laws and including social issues within the curricula in educational institutions,
so this is the duty of the State. Libya is a developing country, without effective
NGOs, the role of the State is important" (A12-Au).

"No role or regulation or any other group pressure forcing banks to consider the
environment" (A2-Bod).

Interviewees also noted that social or environmental issues are not included in training

programmes. The Central Bank’s Training Centre manager reflected on how training

programmes are decided on:

"We are targeting mainly the five commercial banks that are owned by the Central
Bank. So, as those banks are members of the training centre, they are obliged to
send their staff to attend training courses. The training plan is prepared by the
Institute, but is in accordance with the needs and proposals of banks. So, the
institute does not suggest any training programmes" (A18-RT).

Another interviewee, a credit officer, summarised the required documents to grant credit:

"Required procedures for the granting of credit include: the company's budget, its
statute, registration in the commercial register, the account movement, especially,
debtors and creditors, also we consider a company's reputation" (A7-Co).
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The required documents reflect that banks are only interested in ensuring recovery of the

loan, without regard to any environmental or social considerations.

Most interviewees show remarkable enthusiasm vis-à-vis environmental issues. They,

however, see it as the State’s responsibility to force banks, by laws and regulations, to

consider the environment. Content analysis and interviewees’ responses indicate the lack of

consideration of environmental issues in practice and disclosure by LCBs. Maali et al.

(2006, p. 284) concluded that environmental issues are not considered in Islamic banks. In

this regard, Dincer and Dincer (2006) similarly found that participants have a positive

attitude towards environmental responsibility, but few practices were manifested by the

Turkish banking sector. In the Libyan context, law No (15) of 2003 requires institutions to

give environmental issues the necessary attention. However, the law is not clear on how to

implement and enforce its requirements. Also the law does not mention the financial sector

and focuses on the industrial sector.

Interviewees mentioned some social initiatives/actions that LCBs undertake to contribute to

the national economy and enrich its social wealth. These include: providing Islamic

Murabaha services, giving social benefits and health insurance to employees, considering

women's employment, and participating in cultural and scientific seminars. Community and

environmental considerations were largely missing, as a result of a lack of regulations and

public awareness according to most interviewees. Interviewees demanded that the State

assume responsibility for issuance of the necessary legislation to force banks to consider

their direct and indirect responsibility towards the environment, and to create independent

local organisations responsible for promoting environmental protection. Demands for

legislation to adopt social practices and disclosure were repeated over and over again by

interviewees. This reflects the sensitivity of social actors to action without State consent.
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Also, interviewees deem the State/government responsible for granting incentives and

credits for projects that have a positive social contribution and environmental impact. An

increased environmental and social awareness amongst managers, the community and

employees were among the interviewees’ recommendations.

Moreover, according to the interviewees most social practices were directed towards

satisfying employees and customers. The overall attention to the employees' training and

payment requirements could be seen as a commitment to increasing profits and attracting

skilled employees, rather than a commitment to the laws (see Chapter Five, where many

banks have reported a lack of skilled workers in the banking market). As was shown in

Chapter Five, customers’ issues have a higher level of disclosure and attention compared

with the issues of society. Moreover, regarding responsibility to customers, it seemed that

the main reason behind customer satisfaction was profit making. Such kinds of

responsibility reflect manifestations in the West. It could be inferred that there is an

interconnection between employees and customers as both impact profitability. At the same

time, "community involvement is only remotely related to profitability" (Belal and Momin,

2009, p. 18). In the interviewees’ responses, society has not attracted enough attention.

As previously noted, the accounting educational system did not give social or

environmental issues the necessary attention (Ahmad and Gao, 2004). Instead of that,

financial issues dominate accounting education, as a result of the Western impact following

the postcolonial period. This reflects the impact of the West and market liberalisation on

the accounting system and stakeholders’ mentality as a result of their influence on

accounting education in Libya112. Through the interviewees' responses, it could be inferred

that interviewees blame the State for not issuing or mobilising legislation and awareness

112 Western culture seems so attractive to those who seek to maximise profits rather than consider the social
needs of the community.
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programmes that promote environmental responsibility. This reflects that interviewees are

affected also by the socialist mentality that assumes that the State is the main body

responsible and should organise everything. However, there is no specific law on how

banks can work in this regard, except for some regulations regarding housing and social

loans (see Chapter Four). In some other cases, such as environmental issues and the

employment of women, there are laws to regulate these areas, but there is no mechanism or

instructions on how to activate these laws, thus they remain largely unimplemented.

It seems that each group places responsibility on the other. Such a debate refers to the

existence of a missing link between the State and business organisations including banks. It

also enhances the ambiguity in accounting disclosure and practice. In Libya, this debate

may continue for a long time in the light of the absence of democracy, freedoms and civil

society organisations. Some interviewees felt that the absence of civil society organisations

represents a major reason for the lack of attention to the implementation of some of these

laws.

“We mainly consider shareholders and government/CBL when we make decisions
in the absence of any independent/non-governmental institutions or pressure groups
mobilising towards social work” (A2-Bod).

Issues regarding human rights did not receive enough attention according to interviewees’

responses. Many interviewees asked for more information when they were asked about

those issues, so the researcher explained to interviewees elements of human rights towards

customers, employees and the community113. Interviewees used mostly short answers

regarding human rights.

“We believe in human rights in general but we do not focus on those issues” (A16-Ac).

“In fact there is no concrete programme for the employment of the disabled” (A9-M).

113 The human rights of stakeholders, as discussed in Chapter Five, could include equal opportunities,
employment and advancement of women, statutory disclosure of directors' emoluments, non-discrimination
in lending and giving high level financial products and providing financial services for disadvantaged
customers.
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Another interviewee considered women's employment as part of social practice:

"Our bank considers women's employment a priority, where a large proportion of
Bank staff is women. The bank has also allocated to them a floor of the bank's
building as a free nursery" (A10-Ac).

In fact the sensitivity of human rights in Libya and the unwillingness of some interviewees

to answer, gave the impression that such issues are not considered by banks (the LCBs

disclosure showed a low level in human rights disclosure).

6.5.4 Third Theme: Understanding LCBs Social Disclosure and Non-Disclosure

Transparency and accountability require the informing of stakeholders about a

corporation’s or bank's activities (see Medawar, 1976; Gray, 1992; Gray et al., 1996;

Adams, 2004; WSSF, 2009). The disclosure index findings showed poor social disclosure

in LCB annual reports (see Chapter Five). This theme explores the possible reasons for

non-disclosure from the interviewees’ perspective. It also, investigates whether disclosure

is manifest in any other communications media. From the interviews, it seems that banks

practise some social activities, but they do not appear to tell others about these activities.

Most interviewees confirmed that the main medium of communication to discharge

accountability is the annual report. However, some of them pointed to banks' websites as

further media.

“The annual report represent the only report we discharge, there are no other
reports, just some internal documents between departments, but the annual report is
the only source of information” (A16-Ac).

Many other studies confirmed that annual reports represent the preferred way to discharge

accountability to all interested parties (Tilt, 1994; Gray et al., 1995b; Gallhofer and Haslam

1997; Buhr, 1998; Guthrie et al., 2004). The high level of credibility in comparison to other

media makes entities rely on annual reports to discharge accountability (Gray et al., 1995b;

Gray et al., 1996; McAuley, 2005; Utama, 2009).
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Interviewees expressed many different reasons for non-disclosure. Some interviewees felt

that annual reports were issued to satisfy shareholders and the CBL’s need for information.

Neither shareholders nor the CBL, however, ask for any social information.

“The purpose of annual reports is to satisfy legal and shareholders’ requirements,
without regard to any other stakeholders” (A19-S).

Others pointed to the consequences of disclosure for management, if they did not get the

proper authorisation from shareholders:

“As we have good profits and enough customers, therefore, any new cost must be
justified with a return; otherwise it would be rejected by shareholders. This made
us avoids disclosing some social expenses” (A15-M).

Another interviewee mentioned that the General Assembly refuses social efforts:

"The Bank's General Assembly often does not accept/agree the social contributions
towards others. In some cases the board offered to the General Assembly plans
regarding social contributions, but they were rejected, sometimes the plans were
presented with the recommendation to reject them" (A14-R)

This reflects clearly the lack of awareness of social issues. The reason might also be that

people have been deprived for a long time of the culture of profit and getting a high level of

income outside the State's umbrella and its low-salary system, thus they seek to achieve the

greatest income as a priority, especially as the regime, theoretically, prohibited profit

recognition and considered it exploitation. Furthermore, the regime continues to threaten

people that the private sector might be nationalised at any moment, hence the desire to

increase income stemming from a sense of deprivation that has lasted for decades. This

draws our attention to the fact that, although the literature argues for emancipatory social

accounting which could be translated through making entities' activities visible (Gallhofer

and Haslam, 2003), the disclosure here contributes to the restriction of social work. It is

important to raise shareholders’ awareness of social accounting and responsibility.
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Another interviewee argues that there are many social activities carried out by banks, but

they do not disclose them as a result of the lack of legal requirements or social awareness:

"There are positive social activities carried out by banks, but they are not disclosed.
This is because customs and habits do not require disclosure. Banks are not obliged
to disclose non-financial information. In addition there is a lack of awareness of the
necessity and importance of the role of accounting disclosure" (A1-Bod).

And:

“The social impact of banks’ activity on the national economy and welfare should
be reflected in the CBL's reports, so commercial banks are not obliged to show
their social impact on the national economy" (A3-M).

Two other interviewees pointed out the cultural dimension as one of the determinants of

disclosure in the Libyan context,

“When the bank is providing support for a sport club, there may be another group
in the bank who would prefer another club and therefore may not agree to support
one of them at the expense of the other. This does not mean that the administration
did not provide support, but they are reluctant to disclose it in the financial
statements” (A2-Bod).

This reflects the nature of Libyan society, as loyalty to family and social relationships

might be greater than other obligations and, in some cases, affect career and business

decisions (Metz, 1987). According to Roberts et al. (2008, p.171), culture has a direct

impact on accounting practice: “differences in the culture of a society are reflected in the

ways in which society organises itself’.

Non-disclosure, however, might also be due to the sensitivity of information.

“It is not necessary to reflect all the banks’ activities in annual reports, as the bank
has the right to keep some sensitive figures and information, for many reasons,
such as competition. If the administration disclosed everything they were doing,
most of the management would not continue and would be replaced by a general
assembly” (A5-E).

The interviewee mentioned competition here, despite the fact that competition is among the

least used terms in a Libyan socialist society that is dominated by the public sector. This

may explain why the interviewee used competition as a reason for non-disclosure and not
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vice versa. However, it seems that the concept has started to impose itself in Libya as a

result of increased openness and the privatisation programmes (e.g. selling public sector

companies, opening a stock market and engaging foreign banks).

One interviewee indicated that many social activities are carried out by banks. He argued

that disclosure is unnecessary propaganda:

"This style of propaganda, which we do not seek or do for publishing purposes"
(A4-E).

The interviewees seemed more influenced by the socialist ideology of the State than by

principles of transparency and accountability, where propaganda and advertising are

against the ideology of socialism according to the Libyan regime (see: Chapter Four).

In social accounting and responsibility literature, some researchers are concerned about the

drivers behind the increased popularity of CSR. Therefore, they indicate that entities

choose what to report and what to omit, as CSR can be used as a tool to enhance the

corporate image and as corporate propaganda  or to legitimise their operations (Lehman,

1999; Brown and Deegan, 1999; Gallhofer and Haslam, 2003; Guthrie et al., 2004; Dey,

2007). Social information in annual reports, as non-audited information, may represent

corporate misinformation (Gallhofer et al., 2006). The mainstream of social accounting

constantly reports the 'good news' that reflects the entity's positive citizenship, while

countering or justifying 'bad news' (Gallhofer and Haslam, 2003).

In Libya, people are mobilised by socialist thought and businesses are dominated by the

public sector, thus improving the image and reputation of banks seemingly does not

contribute to the impact on banks’ disclosures. Issues such as lack of awareness and

necessary regulations as well as fearing the consequences of disclosure are more significant

factors. In this regard another interviewee noted:
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“Educating people about social responsibility is one of the most important
responsibilities of the State” (A8-E).

Some interviewees have seen that as poor role of the CBL in banks’ disclosures:

"I am totally convinced they would disclose social information, but they should be
marketed by the Central Bank, especially if we consider the lack of awareness and
perception of the social aspects. It represent extra effort, cost and is not required, so
if such effort is not rejected, it will not be appreciated” (A15-M).

Lack of awareness, educational background and legal requirements were among the

reasons given by interviewees behind the lack of disclosure. Also, some considered the

cultural dimension to be the reason. A study by Alok Kumar et al. (2008) concluded that

one of the reasons behind poor social disclosure in India's media commutations was the

lack of public awareness. Also social accounting, according to Ball and Seal (2005),

required stakeholders' awareness towards social responsibility. For Pennartz (2006, p.1),

'corporate business practices result in a widespread lack of corporate accountability and

transparency in developing countries, resulting in an unacceptably high rate of human

rights violations and environmental degradation'. Moreover, the absence of legal

requirements makes some entities think they are not obliged to report (Gray et al., 1995a;

Ugur and Erdogan, 2007). The free market framework and anti-legislative stance mean the

level of social disclosure is less than the level of financial disclosure (Adams and Harte,

1998). Thus, the dominance of Western accounting systems in accounting education and

practices in the Libyan context is a factor contributing to LCBs’ focus on financial issues.

In this context, some interviewees perceived accounting education and the accounting

profession to be behind non-disclosures:

“We rely on the Western educational system, we even rely on the old system of
Western education, if we consider that even in the West social disclosure is
relatively recent” (A12-Au).

And:
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“As external auditors we depend on international auditing standards. Also, we
examine the extent to which banks comply with international accounting standards
in the absence of any local guidance” (A20-Au).

Another external auditor explained:

“Auditing in accordance with international standards is required and binding
according to the banking law on banks and the directives of the CBL” (A13-Au).

The State has held a socialist ideology and still has primary responsibility for providing

education. The accounting education has a Western orientation in the curriculum and the

background of members of staff (Baker and Russell, 2003; Ahmad and Gao, 2004). Also

the Western orientation has had an impact on the accounting professions and accounting

standards in Libya. Although, the experience of imperialism has created a kind of cultural

exchange between Western colonisers and the colonised in the East, in terms of accounting

education Western colonial thought has dominated the system (Gandhi, 1998; Shareia,

2010). For Tikly (2001, p.161), "colonial education was at times 'functional' for the

national and global division of labour under colonialism through its ability to provide the

skills required by different sectors and areas of the colonial economy". The dominance of

Western education and international standards reflects to what extent accounting has been

captured by repressive hegemonic forces. LCBs are influenced by these values, as LCBs

practices and disclosure focus on shareholders mainly, and also to customer and employee

relations that contribute to improving the financial position of banks.

6.5.5 Fourth Theme: the Impact of State Control and Ownership Structure on Banks’

Social Responsibility

6.5.5.1 The State’s Role in Banks’ Social Responsibility

Social accounting as a tool for achieving social justice and social well-being is the

responsibility of corporations and the State. The State has to practise its role as both

regulator and stakeholder. The State’s role is important, especially in the Libyan context,
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where the government promotes a socialist ideology. Thus, people rely on the State to

ensure that banks are run in the interest of society. Given the moves towards liberal market

policies and the State’s relinquishing of its ownership of many banks, it needs to fill the

gap by supporting and encouraging banks to address their social accounting and

responsibility.

Previous themes elaborated interviewees’ calls for the government to introduce necessary

regulation to force banks towards social practice and disclosure. This section expands by

elaborating on the actual and potential role of the State in strengthening banks’ social

accounting and responsibility from the interviewees' perspective.

Some interviewees mentioned that present laws and regulation promoted social

responsibility while others expressed the view that some laws restricted social

responsibility. This reflects the conflict in Libyan laws and regulations that may not help to

develop any social initiatives, and this may explain the prevailing ambiguity.

“We have laws, regulations and socialist ideology that promote social
responsibility and initiatives, but no one asks us to do so or disclose if we did”
(A15-M).

“We have laws and regulations that prevent any action without the approval of the
shareholders - who are often the State, thus the bank is restricted to those
regulations” (A22-E).

Few interviewees saw the role of the State as ineffective,

“The State focuses on a bank's income for taxation purposes" (A8-E).

Two interviewees thought that the State’s control over banks should be reduced, but they

had different views in this regard.

The first considered the current legislation and laws to be an obstacle to social practice and

liable to make banks act irresponsibly towards all interested parties:
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"Central bank regulations and laws put commercial banks in the corner. They
restrict banks' activities and freedom to make investment decisions. Accordingly,
banks increase efforts to obtain a high level of profit and to compensate for the
State's restrictions on banks' operations, and are financing profitable projects
regardless of the impact on society" (A2-Bod).

The second also saw no need for government legislation, but for other reasons:

"It is unlikely for the State or the CBL to force banks to be socially responsible.
The CBL and the State’s duty could be to monitor banks for compliance with a
bundle of laws, regulations and instructions" (A14-R).

Once again, as highlighted in the previous theme, it seems there is a conflict between those

who represent the government and the banks. Here both agreed that no more legislation

was needed, but for different reasons. It should be noted that the contradiction here, as

mentioned earlier, is due to the difference in their ideas. While the first is influenced by his

Western educational background - as educated in the UK - the second is affected by his

location in the bank as a director in CBL, so he supposes that the government must

supervise and monitor, while banks remain mainly responsible.

The two previous views suggested that there is no need to legislate responsibility. On the

other hand, other interviewees suggested some steps should be adopted by the State to

support social responsibility through packages of legislation and regulations:

"Monitoring banks to protect depositors’ funds, which could be exploited to
increase the return on shareholders" (A2-Bod).

Here the interviewee believes that the government/CBL responsibility should focus on

legislation that serves shareholders and increases income.

Another interviewee thought that:

"The role of the State could be seen by allowing the formation of professional
unions, and giving them independence, as well as in the formation of independent
civil society organisations" (A12-Au).

For another interviewee, the disclosure of social information should be imposed by the
State:
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“Also disclosure of social information is voluntary as is the case with social
initiatives. Therefore the government should regulate social disclosure and make it
a part of the disclosure requirements” (A21-A).

Interviewees deemed any social initiatives and disclosure not to be binding, unless they

came from government instructions/orders. That is why most interviewees called for the

enacting of legislation in order to provide social accounting and responsibility. For decades

Libyan banks operated under the tutelage of the State and implemented their instructions

without powers or freedom of decision-making. That is why some of the interviewees

asked to establish civil society organisations that might influence banks’ behaviour by

mobilising public awareness and action against any repressive form of accounting.

One interviewee felt that working under strict government restrictions without freedom of

decision-making might lead to a weakening of innovation and development:

"Whatever the number of years spent as the director in the bank, these years reflect
one year, because managers receive the CBL's instructions. Departments in public
banks are a tool to implement the State's agenda, as they do not have powers of
creativity or initiative" (A3-M).

Banks’ social activities cannot be a substituted for the role of the State even in developed

countries, let alone developing countries. The role of the State in promoting social

responsibility in developing countries may capture a deeper meaning, as a result of their

social, economic and political characteristics (Petkoski and Twose, 2003). Bell (2002)

considers it the role of the State in developing countries to encourage the private sector to

address the needs of society. The role of the State in achieving social responsibility can be

materialised on more than one level. According to the interviewees, the State can, for

instance, require banks to discharge accountability. It can also, through the enactment of

necessary legislation, ensure that employees can be organised within groups to advocate

their rights in the banks. Salomon (2001) sees the State’s role as creating a system that

imposes labour laws to ensure their social and financial rights. As is the case with NGOs,
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there are no independent workers’ unions in Libya. The State does not recognise trade

union rights, except in the case of those unions associated with the government – e.g. the

General Trade Union Federation of Workers. Even those unions are working under the

government's supervision and directorates, with a government representative in ‘every

trade union general meeting’ (ITU, 2010).

Another interviewee thought that the State’s role could be:

"Through providing tax incentives, and preferential treatment for banks that have
social contributions. Add to this the development of necessary legislation,
including, creating local accounting rules (A1-Bod).

The role of the State in advancing social practices has been considered by a number of

studies, Al-khater and Naser (2003) in an emerging economy, Belal and Roberts (2010) in

Bangladesh, and Naser and Abu-Baker (1999) in Jordan. Al-khater and Naser (2003), in the

case of an emerging economy, recommended that CSR should be imposed by laws or

regulations to make business organisations act responsibly towards society. In addition, in

Indonesia, Utama (2009) examined the role of the regulator in promoting social

responsibility. The author inferred that the State needs to issue further regulations

regarding social responsibility. Petkoski and Twose (2003) thought the State’s role was

important in regulating the relationship between the State, civil society and business, and

the State should stimulate banks who do not appear ready to engage with the social

accounting system. Besides this, the State's efforts should involve the public sector,

including banks, to regulate the mechanisms of public services (Petkoski and Twose,

2003). However, social and environmental activity today is based on corporate voluntary

initiatives. The State in most cases is not enthusiastic or able to do what is merited

(Warhurst, 2005).
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6.5.5.2 The Impact of Ownership Structure on the Social Accounting and

Responsibility of Banks

The fundamental change to Libyan banks is the change to their ownership structure. Under

the banner of reform of the banking sector, the CBL started selling State banks’ shares to

private and foreign investors.

The majority of interviewees were open to the dominance of private and foreign banks over

the sector, because of their experience, capital and technology. A few interviewees,

however, wanted the public sector to remain dominant. They do see benefits in the entry of

foreign banks, but they want this entry to be limited to administration and not ownership.

Some explained that banks under State control do not think of profit maximisation as a

priority and are more likely to consider social aspects.

"In State banks, administrative decisions were sometimes taken from the CBL and
not the administration without any economic considerations, such as opening
branches in remote areas” (A3-M).

Some interviewees prefer the State banks:

"With the exception of merchants and businessmen, the majority of people trust
State banks more than private banks" (A19-S).

One interviewee prefers State banks as they consider customers’ rights:

“The State banks follow a conservative policy in their credit and lending to protect
customers’ deposits. Accordingly, problems that faced many private banks did not
face public banks" (A9-M).

Another perceived that foreign banks might not to be suitable for the Libyan context:

“Foreign experts are unfamiliar with Libya, including dealing with customers and
understanding the culture"(A13-Au).

Private banks are influenced by the Western forms of accounting/social accounting, as they

fall under the domination of the shareholders and their interests. One interviewee referred
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to the dominance of some major shareholders in some private banks in Libya. He pointed

out that this contradicts the State's proclaimed policy of limiting the number of shares for

each shareholder to up to 1% for individuals and 2% for families. The main concern of

shareholders is their self-interest:

"Shareholders look for special services provided by the bank, for instance,
preferential treatment with respect to appropriations, letters of guarantee and
facilities. Such preferential treatment is often given to them, as they are highly
favourable to the banks” (A11-Au).

Some interviewees held that, despite the services provided by private banks being much

better than State banks in terms of time and quality, there was a concern about the future

that awaits State banks as a result of the foreign/private sector entry. Some believe that

local banks will be adversely affected by this foreign entry. Thus for them, in the Libyan

context, the entrance of foreign banks is a premature step, due to the differences in the

Libyan context compared with other countries:

"The entry of foreign banks confronts LCBs with a difficult challenge, where local
banks cannot compete with them in several aspects, including modern
management, advanced technology and broad experience. Therefore, foreign banks
will attract a large amount of depositors. Thus I see that foreign banks represent a
threat to the continuity of other local banks" (A7-Co).

"We are not in need of capital or liquidity. What we need is efficient management.
Our banks will not be able to compete with the experience of foreign-owned
banks" (A14-R).

However, some interviewees found it appropriate to enable the private banks, given the

failure of the State in providing services. Thus they deemed the role of the State as merely

a legislator and supervisor of commercial banks rather than an owner.

“Banks under the State umbrella have not developed themselves, as there was no
competition between banks. Therefore, we can look forward with optimism to
abandoning the State’s ownership of banks" (A1-Bod).

Several interviewees mentioned the failure of some foreign banks to even achieve good

financial performance:
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“Banks which use a foreign partner have been operating for three years, but they
did not provide anything different from the local banks. On the contrary, some of
them achieved a decline in performance" (A14-R).

One interviewee indicated a violation of the law and regulations by private banks:

“Private banks are largely affected by the directives and orders of a few large
shareholders, which could lead these banks to take more risks” (A11-Au).

A number of interviewees admired foreign banks’ models. They expressed their eagerness

to adopt Western style banking in terms of accounting, management and services:

"We are in urgent need of developing our accounting system, banking services and
the bank management. Therefore, we must benefit from the experience of foreign
banks, which are successful by all standards" (A12-Au).

"This change is positive in terms of developing the banking sector and the
development of services as well as to create competition” (A17-R).

Several interviewees expressed their displeasure with a foreign partner, due to its focus on

its personal interests:

"The foreign partner exploits their management of the bank and turns the money
for the benefit of their main branch. It also gives preference to its main branch in
dealings. This is causing an unprecedented decline in the income of the bank. This
prompted the CBL to open an investigation into this" (A2-Bod).

In the literature, however, some studies indicated the positive impact of the private sector

on social responsibility (Hourani, 2006; Emtairah et al., 2007). Other studies concluded

that the private sector may pay less attention to social issues. In Malaysia, Saleh et al.

(2010, p.607) indicated the impact of institutional ownership on corporate social

responsibility. The study confirmed that "institutional investors are less concerned with

companies engaging in community contribution practices and those related to the

environmental exposure in which the company operates". In Libya, it seems that the fear of

private and foreign investment still dominated the thought of social actors. The State

intends to privatise the banking sector as a result of several factors, including the

recommendations of the Central Bank - the main owner of most banks - and international
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organisations such as the IMF (see Chapter Four). This change will have an impact on

banking sector responsibility towards society in some aspects, as some of the social

services provided by public banks cannot be replaced by private banks, such as branches in

remote areas and interest-free loans (see Chapter Five).

Some interviewees were of the opinion that to serve social responsibility issues an

atmosphere of competition must prevail in the banking sector and this could be achieved by

public, private or foreign banks:

"The commercial banking sector will not develop by focusing on public banks
alone. I believe that privatisation is the right choice in the future, as it is a natural
result of globalisation" (A17-R).

"The preferred view is to allow the entry of foreign partners as strategic partners in
the ownership and management in order to defend the capital and create a kind of
improved competition and the improvement of the performance of banks, which
will spread to the benefit of all parties" (A1-Bod).

Another interviewee perceived private banks as better for employees:

“Private banks deal with employees and improve the quality of services better than
the State banks, while public banks consider society better than private banks" (A6-
M).

Another interviewee said that:

"What benefits the society is not the nature of the ownership pattern. What is good
for society is to spread awareness of the importance of responsibility towards the
community, as well as the development of policies and laws binding on the banks
and making them take into account the public interest beside their private interest.
In the Libyan context, the banks' contribution to economic and social activity is
still restricted to operations that relate to banks' profitability" (A16-Ac).

Several interviewees did not see a problem with handing out banks’ management to foreign

partners.

“Privatisation of administration without privatisation of ownership structure. So we
agree to engage foreign partners, but not foreign banks” (A12-Au).

Even in liberal countries that rely on the private sector, such as the UK, the State's role in

social responsibility is essential and indispensable (Moon, 2004). Prizzia (2001) saw
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privatisation as having both a negative and a positive impact. The negative impact relates

to profit maximisation. In this study, according to the interviewees' perspective, the

positive impact can be seen in creating competition that stimulates State banks to improve

the quality of their services. Through this discussion it could be inferred that most

interviewees agreed to engage foreign partners within banks, but did not wish to bring fully

owned foreign banks in at this stage.

In an implicit reference to globalisation, interviewees asserted that banks cannot operate in

isolation from the outside world:

"Trade and economic activity require transfers, credits, guarantees and transactions
with foreign entities and banks. This requires the banks to get the confidence of the
outside world. This requires the development of the banking sector and training of
employees. Banks under State ownership fail to do so" (A1-Bod).

Engaging foreign banks in ownership of LCBs could be seen as a result of the impact of

globalisation. Some interviewees indicated the dependence of professionals and

practitioners on international standards that substantively place the emphasis on liberalised

markets as a result of globalisation’s impact:

"We are obliged to maintain capital adequacy in response to the instructions of the
Basel Committee. Add to that the commitment to money laundering law and
combating terrorism, as one of the international requirements" (A2-Bod).

For some, however, globalisation's demands are antithetical to the socialist thinking

adopted by the State. Where globalisation requires openness to make use of its

opportunities, socialism restricts such openness (as the Libyan socialist ideology assumes).

However, the State finds itself heading towards globalisation in the quest to win the

competition with other countries for attracting corporate investments, or to get rid of the

burdens of banks’ management.

"As a natural result of openness to the world, the IMF recommended that it is not
suitable for CBL to be owner and governor for commercial banks, consequently
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CBL started the privatisation of some commercial banks, although they achieve
rewarding profits, but the target was economic reform in the first place" (A14-R).

In the literature, several studies indicate the impact of globalisation on entities’ operations.

For instance, Hourani (2006) mentioned that social responsibility considerations depend on

several factors including globalisation requirements. Belal and Roberts (2010) examined

non-managerial attitudes in Bangladesh to social reporting. They found that social

responsibility practices are influenced by globalisation. However, their study reflects

participants’ concerns regarding the lack of consideration of contextual factors in social

accounting and its dependence on the Western context.

Such an effect reflects the impact of international organisations in imposing the Anglo-

American style in developing countries including Libya (see Gallhofer et al., 2011).

Globalisation's requirements, which include 'opening up to international competition',

following laws and regulations imposed by international agreements, might prove

'unsupportive of CSR', therefore making the State follow 'universal values' that are

inconsistent with the local context (Ararat, 2006, p. 7). The IMF and other international

organisations have been criticised by Rahaman (2005) due to their promotion of liberalism,

and requesting developing countries to abandon socialism and change the ownership

structure. Accordingly, the IMF's recommendations and procedures are based on the

interests of those nations that control the IMF. Therefore, these recommendations have

caused serious consequences for the economies of developing countries, especially social

consequences (Ferri, 2003).

On the other hand, globalisation is weakening the power of political authorities to regulate

banks' activities, thus it has contributed to a loosening of the grip of the State on banks114.

Therefore, the State's role becomes necessary to protect society against the negative impact

114 For instance, in Libya there is a law that does not allow for any person to own more than 1% of the shares,
but some foreign partners nowadays own 19% in some banks.
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of globalisation and the market economy, and to take advantage of globalisation (if any

exists). Achua’s (2008, p. 57) study indicated that the 'Nigerian banking system is now

driven by advanced competition brought about by globalisation'. The author recommended

considering all the interested parties around the banks and not merely focusing on

‘shareholders and financial measures of success’ (p. 68).

Interviewees’ responses were varied regarding privatisation and foreign banks. However, a

large proportion of them welcomed privatisation, despite its reference to the importance of

public banks for society. This may be due to people's fear of the return of public sector

hegemony over banks. Such hegemony is associated in people's minds with the

deterioration of banking services. Thus people may see that privatisation could open the

way towards the development of banking services.

6.5.6 Fifth Theme: Required Change to Develop Banks’ Social Responsibility

This section brings insights in respect of how social accounting should develop in Libya.

Several interviewers said that the current social disclosure and practices of banks are not

enough, as their main concern is to achieve a return, particularly foreign and private banks,

thus it represents a copy of the Western form of accounting/social accounting.

"Banks' practices now may seem satisfactory, in the light of the absence of real
social awareness regarding the banks’ social accounting and responsibility. But if
we believe in the social role of banks beyond their narrow economic achievements,
then we can say for sure the current social role of banks is not enough, thus the
disclosure is low as well" (A12-Au).

Therefore, interviewees would prefer that the banks’ future role in society should include:

“Supporting the non-profit organisations, social clubs, orphanages, scout
movements, and creating benefits for the society” (A2-Bod).

"The banks have to give preferential treatment to social institutions that have social
activities" (A1-Bod).
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"The most important duties of the bank towards its customers are to rationalise the
use of funds" (A9-M).

"Banks must pay more attention to employment, employees’ training programmes,
and improving the quality of services" (A10-Ac).

“Practising and providing social initiatives within banks’ programmes could lead
banks to disclose these activities to meet social accounting requirements” (A11-
Au).

Also, most interviewees confirm the need for banks to adopt policies and strategies for

social accounting responsibility. Thus the banks' activities, such as granting of loans and

credit, training and treatment for employees and loans, could be seen as a result of

managers' decisions, following legal compliance or following governmental instructions:

"Social initiatives are not within banks' policies and strategies, because most banks
are operating to make a profit. Even the State banks are working as a result of the
trends and directives of the Central Bank, not a sense of responsibility, as their
social initiatives reflect the State's orientations, unlike independent banks' policies"
(A14-R).

Another interviewee also thought that banks' activities might seem socially responsible, but

this was not a result of policies designed for the purpose of social disclosure, but to develop

the banks' competitiveness for the main objective, which is profit maximisation.

"The development of products and services and disclosing them in annual reports
aims at profitability more than social responsibility" (A3-M).

Such views confirm the nature of counter radical forms of accounting that aim to serve an

entity’s needs.

Some interviewees suppose the idea that the State’s laws should be changed to consider

organising the administrative structure and recommend the existence of social policies:

“Clarifying banking law, as the law nowadays could be interpreted in different
ways, especially regarding the structure of the Governing Council as well as the
development of banking policies” (A21-A).

It seems that, as social initiatives are voluntary, they do not come within the banks’ policies

or strategies. However, they are often merely individual initiatives from the banks or the
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result of government directives. Also, social disclosure is voluntary, so banks select what

they should disclose or cover.

During the interviews the researcher offered a social accounting vision to interviewees to

see their response to adopting a social accounting that meets the context of LCBs. Most

interviewees welcomed the vision as part of the banks' strategy to improve their social

performance. However, some of them suggested that the vision should be imposed by the

CBL as mandatory.

"It is acceptable, but it must be marketed by the Central Bank. It is difficult, with
the lack of awareness of social accounting, for the banks to adopt a strategy without
it being imposed by the CBL" (A15--M).

"The vision is important not only for banks but for all the economic activities of the
State" (A20-Au).

In this vision, two interviewees suggested engaging stakeholders:

"Distribute the questionnaire and survey to employees, customers and the
community as these must be taken into account to get to know the issues that
concern them and also to develop banking services" (A12-Au).

"Consulting employees and customers on bank issues and services should be part
of banking policy" (A1-Bod).

The initiatives mentioned in this section can be included in the interviewees'

recommendations in previous themes, including the role of government in supporting and

encouraging banks towards social efforts, considering environmental factors in banks'

activities and discharging accountability towards all interested parties. All this must be a

part of banking policy and a clear strategy in reflecting a sense of responsibility towards

the community and an emancipatory form of social accounting.

6.6 Discussion and Conclusion

By using semi-structured face-to-face interviews, this chapter aimed at exploring

participants’ perceptions of or attitudes to Libyan commercial banks’ social accounting and
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responsibility. It also explored their perspective regarding disclosure, the role of

government and ways forward towards social accounting. Such an exploration is timely,

especially after the State relinquished its ownership of many banks. It explores

stakeholders’ attitudes towards social accounting in the context of socialism, post-

colonialism and globalisation. This chapter contributes to the literature by giving a voice to

Libyan social actors and helping understand how they practised socially responsible actions

in the LCBs.

Interviewees accepted the importance of social accounting and responsibility concepts to

banking operations. For most interviewees, the banks' social responsibility means offering

social benefits to society, contributing to social cohesion, achieving stakeholders’

satisfaction, environmental protection, providing social reporting and focusing on

employment and employees' benefits. Most interviewees consider accounting to be a form

of numbers and double-entry, so for them accounting is just technical. After explanation of

the real role of accounting within the 3BL concept, most of them accepted the concept.

Considering accounting as merely figures and technique does not leave room for local

values to play their role. Instead, accounting here is more likely to be influenced by

Western values, and considered as a globalised Western phenomenon, thereby enhancing

Western values at the expense of local values (Kamla et al., 2006). Even those interviewees

who provided a specific definition/view of social accounting seemed to be influenced by

Western views of social accounting and responsibility as reported in mainstream

accounting literature and according to the interviewees' educational background. They did

not seem to consider how the particular culture or the Libyan context could influence social

accounting and responsibility. So to this extent globalisation and Western education are

displacing local social values.
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The positive attitudes towards social responsibility from stakeholders are insufficient to

reflect the banks' commitment towards society. The literature shows "companies mostly

have a positive attitude towards CSR programmes and appreciate their necessity, but only

some of them aim to make social responsibility an integral part of the company’s values"

(Jušèius and Snieška, 2008, p. 36; see also, Hassan, 2007). Several other researchers have

showed the positive attitudes of stakeholders to social accounting and responsibility:

Tencati et al. (2004) in Italy, Kuasirikun (2005) in Thailand, Dusuki and Dar (2005) in

Malaysia and Jamali and Mirshak (2007) in Lebanon.

Banks' social accounting and responsibility is not merely about what banks claim to be

doing or might think they are responsible for. In other words, despite the importance of

determining social actors' attitudes towards social accounting responsibility, the more

significant issue is whether they practise it or are willing to practise it. Social accounting

and responsibility practice provides an opportunity to achieve a broader human practice

involving more meaningful social and environmental conceptions (Boyce, 2000).

Therefore, those positive attitudes towards social accounting must be translated into action.

Moreover, social accounting practice is a tool not a target. The main target of social

accounting is to reach social justice and social wealth (Ball and Seal, 2005; Ebner and

Baumgartner, 2006). However, a positive attitude towards social accounting and the role of

banks on society could be seen as emancipatory potential. Caring for others and providing

social initiatives are within Islamic teachings, so it is not strange that the impact of culture

and Islamic principles was evident in the interviewees' attitudes towards social accounting

and responsibility.

Although interviewees acknowledged and did not deny that banks are mainly interested in

social initiatives and disclosure that help in profit, practice also reflects this as most banks
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focus on issues like credit granting, employees' training programmes, providing Islamic

Murabaha services, devolving customer services and social and housing loans. However,

few of them mentioned initiatives that reflect an emancipatory tendency, such as giving

social benefits and health insurance to employees and their families, considering women's

employment, participating in cultural and scientific seminars or banks’ investment policies.

Thus most of the initiatives are to serve banks’ needs. For Gallhofer and Haslam, (2003, p.

124), it has been 'the tendency of business organisations over recent decades to hijack

social accounting for their own public relations' purposes and to mobilise it to counter more

progressive social accounting possibilities'. Belal and Momin (2009, p. 18) confirmed that

entities focus on employees and are product related, while ignoring community issues as a

result of "direct association with profitability". The other evidence regarding the link

between social practices and profit is environmental issues. Concern for the environment

was absent as banks neither considered their direct environmental responsibility, nor the

indirect environmental impact of companies' activities, before providing any form of

financial service (indirect responsibility).

While the level of social responsibility (initiatives) is low, it is relatively higher than the

level of social disclosure, as many of the practised initiatives mentioned by interviewees

were not disclosed in banks' annual reports (see Chapter Five), although most interviewees

confirmed that the main media communications when discharging accountability are the

annual reports (see also Tilt, 1994; Gray et al., 1995b; Gallhofer and Haslam 1997; Buhr,

1998; Guthrie et al., 2004). Interviewees mentioned that the main objective of discharging

annual reports is to meet the information needs of shareholders and the CBL, and that

neither of these seemed to care about social information. Others expressed fears of the

consequences of social disclosure, in case shareholders could not accept some social
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expenditure, so managers should get the proper authorisation from shareholders in advance.

Such authorisation, according to most interviewees, is difficult to obtain,.

Social accounting practice is a tool, not a target; the main target of social accounting is to

reach social justice. The disclosure here contributes to the restriction of social work. That is

why we argue that it is important to raise shareholders' awareness of social accounting and

responsibility. One interviewee argued that his bank has social practices, but he perceived

disclosure as unnecessary propaganda. Lack of awareness, educational background and

absence of legal compliance were among the reasons behind the lack of disclosure and

practice according to most interviewees. Most interviewees would prefer banks to disclose

more social information in their annual reports.

Similarly, such results are concluded also by different studies. The one by Khan et al.

(2009) investigated the key stakeholders' perspective on social accounting reporting by the

banking sector in Bangladesh, and concluded that stakeholders preferred more social

disclosure in these reports. The study by Abu-Baker and Naser (2000) also showed that

social information in annual reports, especially in the banking sector, was limited to

shareholders, potential investors and creditors. Salama (2008) attributes the reasons for a

lack of disclosure to the absence of legislation as well as the lack of public awareness.

Authors attributed the poor information to a lack of public awareness and the absence of

the necessary local standards. Rahahleh and Sharairi (2008) also recommended the

necessary legislation to impose social accounting practice on organisations. In the Libyan

context, Mashat et al (2005) suggested that social accounting and responsibility should be

enforced by law as a result of the lack of disclosure. However, in Libya the educational

system of accountancy has a negative role in supporting social culture, as universities do

not consider social and environmental accounting (Ahmad and Gao, 2004). Most



282

interviewees expressed an admiration of the Western banking model. Interviewees advised

entrusting the management of banks to foreign partners, and adopting foreign training

programmes, management style, accounting and banking services. The only criticism of

foreign banks’ entry was a fear that local banks will not be able to compete.

The forces of globalisation and the impact of post-colonialism mean the Libyan accounting

education and profession resemble the Western style, which is not in line with the socio-

economic and political context of Libya. For instance, educational systems in Libya do not

pay attention to national economic planning, while this is key to Libya as it adopts

macroeconomic and socialist thought (Baker and Russell, 2003; Shareia, 2010). This is

reflected in the lack of social reporting. Thus, attention to social reporting is not among the

priorities of the Libyan accounting system. The Western accounting systems deem any

companies' disclosure, except for financial disclosure, “to be a radical 'left-wing' idea and

[to] constitute a political threat to the powerful vested interest groups” (Kamla, 2007,

p.116). Libyan socio-cultural, economic and political orientations are unlike Western ones,

however adopting Western styles has led accounting in Libya towards repressive potential

against the local values that assume emancipatory potential.

In Libya, despite the adoption of socialist ideology for decades, the accounting practice by

banks still has a liberal face and is largely influenced by Western models and reflects a

repressive form of accounting. Today, in Libya there are four major banks that control

about 90% of banks’ share in the commercial banking market in terms of deposits, capital

and income (see Chapters Four and Five). In the fifties and sixties and under the royal

capitalist system, these four major banks were owned by foreign and private companies and

dominated the banking sector. After the military coup in 1969 overthrew the monarchy and

established a republic, the State nationalised these four foreign banks. However, these
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banks kept many of their staff with their mentality and educational background, as well as

the accounting system.

Interviewees' responses reflected this as most of them consider profit as the priority behind

any business activity. Confidence in and attraction to the Western model is not only within

individuals' mindset, it is also part of the CBL ideology. That mentality is reflected in

CBL's decisions and reports, with the CBL report in 2006 arguing that the public sector and

government hegemony over the economy represent one of the most important impediments

to economic growth in the country. Moreover, among the CBL's policies, some previous

public banks have handed over their management to foreign partners, although the foreign

partner owns just 19% of the bank shares. The Western educational influence was clear

through interviewees' responses. Even those who believed in the social role of banks still

stressed the need to focus on profit to ensure the continuity and growth of commercial

banks.

Moreover, it seemed that interviewees are mobilised and influenced by government power.

Thus it can be concluded that what was done by the public banks as social initiatives was

the implementation of the State’s agenda and not banks' own policy. This leads one to think

there is a need to decolonise the thinking and mentality of managers and other social actors

from both the control of the Western educational legacy and the obsession with the

government’s power115. However, sometimes CBL and government directed banks do

provide some initiatives, which may be deemed by banks as unfair instructions and outside

the banks’ agenda. Therefore, legislation on social initiatives may be seen as a solution for

the advancement of social work in banks.

115 A Western educational legacy exists in the Libyan high education mainstream and contributed to the
formulation of liberal thought among social actors despite the prevailing socialist system. The obsession with
government power makes social initiatives in Libyan commercial banks a direct result of the state/CBL's
instructions.
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Legislating social accounting and responsibility to be mandatory is a controversial issue in

the literature116. Social accounting and responsibility practices in LCBs seem to resemble

that of the West. In Western countries, social disclosure and practice seem often voluntary,

supported by NGOs, media, and sometimes government regulations (Brown and Deegan,

1999; Deegan and Blomquist, 2006; Tilt, 1994; Larrinaga et al., 2002; Belal and Roberts,

2010). However, in Libya with the absence of civil society organisations, democracy, free

trade unions and free media, as well as suffering from the spread of corruption, social

initiatives remain limited (Barger, 1999; US Department of State, 2010; ITU, 2010;

Freedom House, 2010; Qadafi, 2010; Financial Standards Foundation, 2010). Non-

government organisations, including free trade unions, could have an impact on banks’

responsibility by mobilising public awareness and action against any repressive potential of

accounting. Thus, NGOs could help to improve well-being, and help accounting move

towards enabling or emancipatory potentialities.

Based on this thinking, interviewees deemed the CBL responsible for issuing the necessary

social and environmental regulations. Interviewees confirmed that social issues are not

considered in the training programmes of employees. This is in line with the financial

education system in Libya, which does not consider social and environmental issues. For

these reasons, interviewees maintained that the State should grant incentives and credits for

projects that make a positive social contribution and have a beneficial environmental

impact. Several interviewees mentioned the role of the State in creating independent local

116 Many attribute the failure of social accounting to be part of the accounting system in organisations to the
lack of mandatory standards to guide it (Gray et al., 1995b; Gray, 2002; Pearce, 2002; Ed Mayo, 2001;
Lodhia, 2003; Bebbington and Gray, 1993; Catasús, 2008). Hence, social accounting reporting must become
a legislative requirement to force an entity to prepare such reports (Pearce, 2002; Ed Mayo, 2001; Lodhia,
2003). As Pearce (2002, p.7) reports, ‘I do not believe a system of voluntary, self-regulating reporting will
provide society with the information it needs to moderate the behaviour of organisations’. However, some
perceive advantages for a voluntary approach. They indicate that protection of society and the environment
represent a collective responsibility among organisations, people and the state. In addition, the state can
manage these issues without enforced guidelines or laws, which may restrict the competitive position of
entities (Doane, 2002; ICC, 2005; Utting, 2005; Rodríguez and LeMaster, 2007).
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organisations that urge environmental protection and increase environmental and social

awareness among managers, the community and employees.

The State in Libya has an important role in supporting the social responsibility of banks.

However, there seems to be an excessive reliance by banks (according to interviewees’

responses) on the State’s role in legislating social initiatives. Moreover, regulation might

not be enough. As inferred from the previous chapter, Libya has a social ideology and a

number of laws, rules and regulations that specifically encourage corporations, including

banks, to practise social responsibility, but not to disclose it (see Chapter Five). As can be

seen, whatever the amount of these packages of laws and regulations, they seem not to

have been activated and applied in the real world. Such social ideology and laws are

general and not addressed directly to entities; moreover, they do not have an effective

mechanism of application. In the absence of civil society, democracy and freedoms, they

remain only slogans. Social responsibility as a practice can be achieved by adopting a

parcel of regulations that assist banks to accomplish their mission in serving all of society

and protecting stakeholders’ rights. Such protection might be implemented through the

State’s duty of ensuring stakeholders' rights and providing necessary regulations. To apply

those regulations, the State should establish civil society, free media and trade unions and

other freedoms (Adams, 2004; Gray et al., 1996; WSSF, 2009; Pearce, 2002; Prove and

improve, 2008).

Interviewees did not express the impact of socialist ideology. The conflict and confusion

between the State's laws, regulations and ideology as well as raising the slogans and

principles of freedom and justice, which are not really applied, may have contributed to the

silence of interviewees regarding the State ideology. Such a conflict has contributed to the

creation of layers and an elite in Libyan society, and to the spread of corruption in different
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State institutions. Also, the regime has shown resistance to Western values and a desire that

local values should prevail. However, that resistance was often merely a matter of speeches

and slogans. This might lead one to argue that the imposition of colonial culture cannot be

confined only to the colonial powers or Western imperialism. The elite have linked their

fates and interests to Western culture. Also, the elite represent the internal tool of Western

imperialism in implementing its agenda of managing the economic and political affairs of

the State to serve Western imperialist goals. Elites often seek their own enrichment and this

does not come with taking into account social factors. The elite have adopted the State's

thought, and benefited by creating their own enrichment and accumulation of wealth as

well as enjoying higher living standards. Moreover, dictatorship and tyranny are often

compatible with colonial culture, and contribute to the emergence of elite beneficiaries.

In the real world, social justice and social wealth can be generated by collective efforts

between community, business and the State. Each of them has a role to play in social

accounting and responsibility (McCabe et al., 2007), whereby the protection of employees’,

women’s and the community’s rights, customers’ deposits and other social issues are not

only corporations’ or banks’ responsibility but a collective one. Also, independently of the

banks’ activity, the State's role is indispensable in areas such as public services and the

management and protection of natural resources (Kakabadse and Rozuel, 2006). Having

relinquished its ownership of many banks, the State needs to fill the gap by supporting and

encouraging banks to consider society. The State’s role in social accounting and

responsibility, according to the interviewees’ statements, can be divided into two

categories, its actual role and its potential role. The actual role relates to legislation to

protect customers’ deposits, fighting against money laundering and the financing of

terrorism. Some interviewees mentioned the government’s role in public banks in issuing

regulations to invest in specific projects to service the national economy, and opening
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branches in remote areas for social purposes. They also mentioned employment

opportunities in public banks and employees’ training programmes. Interviewees’ views

centred on the potential role of the State in issuing the necessary regulation and legislation

to disclose and practise social initiatives, promulgate social awareness, legislate to establish

independent provisional unions, engage civil society in the assessment of banks, the

formulation of social standards in the accounting profession and a focus on social

accountancy education in the universities.

There is broad consensus that the social accounting and responsibility of banks has a

Western form of social accounting responsibility (see Chapters Two and Three), so without

laws and government pressure banks might choose what they should practise or neglect.

Therefore, interviewees seem to be convinced that the State should compensate for the

absence of banking strategies and policies in social responsibility and initiatives by

enacting the necessary laws and regulations, based on the State's role in ensuring social

well-being and that banks are run in the interests of society. For Albareda et al. (2008, p.

360) "The government’s role entails much more than promoting and encouraging. It means

working as a mediator between businesses and NGOs". This is in the Western context, but

in Libya (as mentioned previously) there are no NGOs or free unions, thus they are not

among the factors that drive banks to act responsibly.

In the context of LCBs, globalisation promotes Western models for technology, services,

training and educational programmes and linking them with international banks. In addition

to this Libya, in the absence of local standards, depends on international standards that

substantively place the emphasis on liberalised markets117. Therefore, the indicators of

117 In Libya ‘accounting principles, auditing standards, accounting education and the institution of an
accounting profession have been adopted from outside Libya and applied without a thorough consideration of
local environmental factors’ (Shareia, 2010, p.12).
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globalisation’s impact seem clear118. Market liberalisation, increased privatisations and

establishing a stock market, as well as legislation that requires the adopting of international

standards and principles, are far from traditional socialism and the cultural heritage of

Libyan society. The dominance of the Western model in the Libyan context reflects the

impact of post-colonialism or what is known as a second type of colonialism -mind

occupation (Gandhi, 1998).119 These values have caused confusion in the Libyan context.

Unlike with capitalism, in socialist systems achieving profits is not a priority as far as

achieving economic well-being is concerned. Global institutions such as the World Bank

(WB) and the International Monetary Fund (IMF) impose the view of Western imperialism

on different contexts, including Libya. Those international organisations do not pay

attention to the contextual issues of developing countries. They merely consider the

interests of Western international entities, because those international bodies have been

dominated by Western countries. Thus, their policies are designed to serve and support the

goals of capitalist ideology (Annisette, 2004).

The dominance of these international organisations means banks pay less attention to social

and environmental issues, because the IMF is becoming larger and more powerful than

nation States in some developing countries (Crowther and Martinez, 2004). Accordingly,

the IMF's recommendations and procedures are not always in the interests of the country

and society. These recommendations have caused serious consequences for the economies

of developing countries, especially social consequences (Ferri, 2003). In the Libyan

context, the IMF pointed out that it was unsuitable for the CBL to be the owner and

governor of commercial banks. The IMF Country Report "recommended that the CBL

reconsider its bank restructuring approach and adopt the strategy recommended by staff,

118 Such as: issuing laws regarding fighting against money laundering and financing terrorism.
119 Attempting to implement the knowledge, rules and values of developed nations in developing nations
could be considered a new imperialism, coming under the cover of globalisation (Gallhofer and Haslam,
2006; 2007).
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including the establishment of a bank restructuring agency that would take over ownership

of commercial banks, which in the staff’s view is a key for the success of this strategy"

(IMF, 2006, p. 3). Such a decision could have a fundamental impact in the Libyan context,

in terms of the banks' response to social issues.

Foreign and private banks that have a capitalist mentality (against ideological orientations

of the State) are not focusing on social and environmental issues (at least as the State banks

did). For this reason, the interviewees recommended the need for the survival of some

public commercial banks and specialised banks.120 According to interviewees, involving

foreign banks should be limited and centralised in the administration and not in banks'

ownership, due to the inability of national banks to compete.

Banks that were owned by the State were largely dependent on the State’s support, and thus

initiatives towards society were part of the State’s programme. If we consider that some

small private banks are struggling to stay alive, social initiatives for them, therefore, are an

additional cost (see Fox, 2006). Thus social initiatives will be limited and often ineffective,

as is the case with the State's banks. Therefore, as suggested by most interviewees, the

State should keep public banks to ensure social initiatives.

The main concern of banks is to respond to the State’s regulations, rather than a sense of

responsibility towards society. Thus banks pay less attention to social responsibility unless

it is imposed by laws or regulations. Such a context makes one believe that the socialist

thought is not adopted in practice, unless it comes in the form of regulations or laws.

Corporate social responsibility is the effort to adopt strategy and policies to consider all

interested parties around the bank, including employees, the community, customers and

120 Specialised banks that were created for the purpose of providing loans and facilities for economic
activities and individuals (for instance in Libya: the Development Bank, the Agricultural Bank and the
Savings and Real-Estate Investment Bank).
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legal compliance. Several interviewees felt the social practice of banks was not enough, as

their main concern is to achieve a return, particularly foreign and private banks.

Furthermore, most interviewees confirmed the absence of polices and strategy for social

accounting and responsibility. They confirmed as well the necessity of adopting such

polices and strategy. However, their recommendations regarding policies are: supporting

the non-profit organisations, creating benefits to society, giving preferential treatment to

social institutions that have social activities, rationalising customers’ use of funds,

considering employees’ training programmes and improving the quality of services, as well

as amending the banking law to include organising the administrative structure and

recommending social policies. Interviewees agreed about adopting polices and a strategy

for social accounting and responsibility. This is why the researcher as well believes that

adopting social accounting and responsibility vision/policies represents a road map for

social well-being. Because social accounting/responsibility will not, therefore, be restricted

by specific legislation or administrative decisions, it will be part of the bank's agenda.

To sum up:

Conducting these interviews aimed to give a voice to Libyan social actors and help

understand how they practised social accounting and responsibility in LCBs considering

the Libyan socio-cultural, legal, economic and political context. This context could enable

them to mobilise and to engender and facilitate emancipation and thus emphasise

transformation. In this regard, the interviewees had a positive attitude towards socially

responsible accounting, but this positive attitude was not associated with positive practice.

The impact of Islamic and Arab values/culture could explain the positive attitude towards

social accounting and responsibility. Despite the level of socially responsible practice being

insufficient, it was relatively higher than the level of social disclosure.
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Interviewees confirmed that the main media communications to discharge accountability

are the annual reports. For interviewees, the main objective of discharging annual reports

and practices is to satisfy shareholders and the CBL. This contributes to the consecration of

‘repressive/counter radical’ social accounting rather than enabling social accounting.

Interviewees acknowledged that banks are interested in social disclosure and practice that

help in profit. Therefore, they confirmed the importance of adopting policies and strategies

for social responsibility. Interviewees expressed the actual and potential social accounting

and responsibility in LCBs, and also expressed the actual and potential government role in

supporting LCBs’ responsibilities. Interviewees are mobilised and affected by the State’s

power, which is represented by the dominance of socialist thought and the State’s

hegemony over economic activities, thus making them ask for more regulations and laws to

achieve more social initiatives.

Environmental and social issues are not considered in the training programmes for

employees. Although there is a law regarding environmental protection, that law is not

clear on how to implement and enforce its requirements. It does not mention the financial

sector and focuses on the industrial sector. Interviewees provided their view on social

accounting which stems from their Western educational background. They did not reflect

how the particular culture or Libyan context could see or influence social accounting and

responsibility. As post-colonialism and globalisation have contributed to the consolidation

of Western values and displacing of local values, considering accounting as figures and

double entry, this has also contributed to the displacement of social and local values, and

thus the view of accounting as a purely Western technology.

Globalisation and Western imperialism have a significant impact on banks’ actions,

because: (1) of the attraction to the Western form of banks for staff and the CBL; (2) most

of the key LCBs kept their staff (those who lived through the capitalist period) with their
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mentality and educational background; (3) the Western educational background of LCBs’

staff; (4) adopting international accounting and auditing in LCBs; (5) Linking the fates and

interests of elite to Western culture, this makes the elite represent the internal tool of

Western imperialism in implementing its agenda of managing the economic and political

affairs of the State to serve Western imperialist goals; (6) global institutional tools such as

the World Bank and International Monetary Fund impose the Western imperialist view.

Their recommendations could cause serious social consequences. Moreover, other reasons

behind the lack of social disclosure and practice might be that some banks decided not to

report, because no one asks or cares, or because they fear the consequences of social

disclosure. The absence of freedom, civil-society organisation, democracy, free trade

unions and free media could be reasons for the low level of social accounting and

responsibility. Also, the ideological thought of the State did not shape the banks’ actions

towards accounting disclosure as the impact of Western imperialism does. The presence of

layers and an elite in Libyan society and the spread of corruption in different State

institutions has contributed to the dominance of Western values.
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Chapter Seven:  Conclusion and A Way Forward

7.1 Introduction

This conclusion summarises the most important findings in this thesis, suggests ways

forward, highlights positive potentialities, acknowledges limitations and suggests future

research. The study is critical and contextual and draws on insight from postcolonial

theory. The deposed Libyan regime raised the slogan of socialism and issued packages of

laws and documents in the name of or ostensibly supporting social responsibility. However,

in the real world such laws and ideologies were not very substantively applied or reflected.

The research points out ways forward towards betterment and emancipation (Gallhofer and

Haslam, 2003) of and through accounting practice and disclosure. The author sought to

appraise existing practices and mobilise a social accounting taking into account the Libyan

context. Such an effort was to be aimed to provide recommendations for social accounting

practice and disclosure for the Libyan commercial banking sector. The recommendations

were influenced by a critique of the status quo and reflections on the possibilities of social

accounting and represented a better world as perceived by the researcher. The countering of

some negative legacies of colonialism and dimensions of globalisation by considering the

local context may be seen as a part of the way forward.121

One of the aims of this study has been to critique conventional accounting, as promoted in

LCBs, in the postcolonial context of globalisation. The recommendation that has been

made here envisions the current accounting system being replaced or reformed in favour of

a more holistic form of social accounting that considers the Libyan context and shifts the

121 As in other Arab countries, accounting education, regulations, standards and the profession in Libya have
been influenced to a great extent by colonialism (see: Kamla, 2007; Gallhofer et al., 2011). Furthermore, the
colonial experience in Libya was deeper than in other Arab countries, as in Libya’s modern colonial history,
the country had experienced Italian, British and French colonialism (see Chapter Four). Libya's gradual shift
toward capitalism and the open market needs to be viewed with reference to globalisation and post
colonialism.
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role of accounting from a more repressive to a more emancipatory tendency. The general

aim of this study has been to orientate social accounting towards an emancipatory or

radical form that serves, considers and drives local contexts and values. This is in contrast

to the conventional repressive type of social accounting dominating the Western context. In

the course of pursuing a critical theoretical perspective, the study has sought to explore and

understand the status quo in order to change it for the better, as table 7.1 indicates.

7.1 The Research Aims within a Critical Theoretical Perspective Using a Postcolonial Lens

Chapter Two outlines the character of the critical theoretical perspective used for the

purposes of this analysis. This approach suggests the case for promoting an accounting

system for LCBs that has a more substantive social dimension, pays more attention toward

The Research Aims Findings

First
aim

Exploring accounting/social
accounting practice and
disclosure in the LCBs,
considering the accounting
as problematic.

That exploration shows the low level of social
accounting disclosure and practices in LCBs. Despite
this, the empirical investigations suggested that while
the levels of social responsibility practice were low,
such practice was relatively more substantive than the
disclosure.

Second
aim

Criticising and
understanding reasons
behind current practice and
disclosure. Helping bring
about an enabling and
emancipatory form of
accounting/social
accounting, using
postcolonial and critical
perspectives in attempting
to achieve improvements in
a Libyan context.

The findings of the empirical work, consistent with
much previous literature, suggest that Libya has failed
to establish its own system of accounting education
and has not developed an accounting profession that
reflects the Libyan context and needs. Business
organisations, including banks, have mostly adopted
accounting systems that reflect Western imperialist
values. The packages of laws and the ideologies that
have been proclaimed in Libya promoting social
responsibility have been too much based on slogans.
Social accounting and social responsibility have in
reality been very poor. The relative absence of civil
society organisations, freedoms, free media and free
trade unions, as well as the spread of corruption may
be reasons for that. Thus, accounting practice and
disclosure reflect more counter/anti-radical ‘repressive’
forms of accounting in turn reflecting the relative
dominance of conventional accounting and
‘mainstream’ social accounting.

Third
aim

Changing the status quo for
a better world that reflects
more emancipatory
accounting, including
considering the Libyan
context.

Suggesting a vision for social accounting in LCBs that
considers all society’s needs. Also, suggesting some
other recommendations to develop social accounting
and responsibility. It is recommended that social
accounting and responsibility should be considered the
collective responsibility of the State, society and banks
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the whole of society (and the various stakeholder groups therein) and considers the

relevance of local values that may differ from Western values. The value of enterprise is

here seen as economic and social. Critical theory is concerned with finding ways of

creating a more rational and humane society, emphasising social wealth and justice and

seeking to counter all forms of discrimination. The concept or construct of social

accounting emphasises the potential for understanding that the scope of accounting can

extend beyond the presentation of financial information to include substantively all the

information that substantively reflects banks’ activities and social significance. Searching

for possibilities of emancipatory change could contribute to the process of countering the

repressive dimensions of accounting in society. The researcher holds that the impact of

colonialism and post-colonialism on education systems, cultures and economies has

contributed to the imposition of Western values and the neglect of local Libyan values.

Consequently, encouraging an understanding of the colonial period with reference to the

historical development of accounting in Libya can contribute greatly to explaining how

social accounting practice and disclosure has evolved in the country. The literature review

illustrates several key points regarding social accounting. Whatever group is concerned

with social accounting often attempts to present collective responsibility as being divided

among corporations, government and civil society. Several characteristics are used to

express social accounting. However, it often attempts to explain the economic, social and

environmental dimensions of the responsibility. Furthermore, the established literature

indicates that social accounting is a contextual concept or construct, and thus depends on

e.g. a country or a sector or a trajectory of development. The literature shows that content

analysis/disclosure index, questionnaires and interviews are important and significant

methods that can be used to obtain information and insight regarding social accounting

practice and disclosure. The literature indicates that most of the studies in developing
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countries have indicated a low level of social disclosure and practice there. However, most

of the studies do not highlight the quality or value of social practice and disclosure in terms

of the tendencies considered here. Past studies have often neglected the colonial and

postcolonial period. Few studies in the Arab world have considered postcolonial or critical

theories in interpreting their findings (see: Ahmida, 2005; Kamla et al., 2006; Kamla,

2007). The literature highlights that satisfying shareholders and increasing profitability

were the dominant motivations behind adopting the practice of social accounting, and that

this reflects the dominance of Western mainstream social accounting. There was clearly a

gap in these studies, as while they have focused on the financial aspects of the social

accounting, little attention has been paid to the role or dimensions of civil society and

democratic institutions, local laws, regulations, and State ideology.

7.2 Accounting as a Tool for Changing to the Better World

Accounting is not just a reaction to local requirements. The concept of accounting should

be taught in its historical and geographical context, and with reference to the impact of the

external factors on the local context (Miller and Napier, 1993; Carnegie and Napier, 2002;

Bakre, 2004). The external factors notably include globalisation and relative Western

dominance of the accounting system.

The social role of LCBs and their accounting systems became areas of great concern to

society, the CBL and researchers, in the light of the important role of the sector in

economic growth. Attention was drawn to the social role of LCBs and the way they dealt

with issues such as the reform of the commercial banking sector, the concern to attract

foreign investment and the adoption of the more repressive or problematic conventional

accounting in the sector. This study suggests that social accounting has the potential to be

an emancipatory tool in challenging conventional accounting practice to overcome the
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conventional narrow view of accounting by considering the whole of society. Considering

social accounting as such embraces democratic virtues of transparency and accountability

and paves the way for the creation of social wealth and justice (Gallhofer and Haslam

1993; 2002; 2003). Social accounting here seeks to promote responsibility with profit. It

implies a caring attitude towards the “social and environmental consequences of

conventional accounting”, that conventional accounting neglects (Gray, 2002, p.692).

Critical theory is appropriate not only for understanding and interpreting the complex

relationship between the role of accounting in society and the social impact of accounting,

but also for attempting to reconstruct that interaction for social betterment. Understanding

and exploring the Libyan socio-cultural, legal, economic and political context could make

it possible to mobilise engender and facilitate emancipation and thus emphasise

transformation to a better state. Emancipatory potential as it is understood in this study

refers to changing things for the better (see the perspective on emancipation elaborated in

Gallhofer and Haslam, 2003, reflecting a critical theoretical orientation refined by

engagement with postmodern thinking). This may come about through making banks’

activities more visible to society and stakeholders and by including more information of

relevance to society. It is thus important to go beyond conventional accounting, a more

repressive or narrowly problematic form of accounting reflecting the current global

capitalistic order rather than local and social needs.

Making social problems visible may be seen as an enabling or emancipatory potential of

accounting, where providing information and adopting a high level of accountability may

bring resolution nearer. Therefore, talking about emancipatory accounting is associated

with accountability and transparency (providing an account). As mentioned in chapters four

and five, some banks have recently been established; thus, for some, their first annual

report was under preparation, while others had issued only one annual report at the time of
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the research. Added to this, the change in the laws and regulations on banks, and the

merger of some banks, led to the emergence of banks and new entities (see chapter five).

Therefore, obtaining only one annual report from some banks, does not indicate (most of

the time) a lack of access to the reports, as far as recent indications that the banks were

restructuring in the sector. The representation of banks by their annual reports in the thesis

is consistent to some extent with the representation of banks in the LCBs and Libyan

context. Where the key Libyan commercial banks, which represent more than 90% of

LCBs in terms of assets, income and deposits are fully represented with four annual

reports. While, the set of banks (which represents less than 10% of the population, in terms

of assets, income and deposits), is represented with one annual report.

7.3 Findings of the Thesis

Conducting the disclosure index (as part of content analysis) of annual reports in LCBs

could help to identify social initiatives that banks choose to declare. This is one of the

reasons for giving voice to Libyan social actors and helping understand how they practice

social accounting and responsibility by LCBs taking into account Libyan socio-cultural,

legal, economic and political contexts. An awareness of such contextual factors could help

engender and facilitate emancipation and transformation for the betterment of society.

Banks need to make information available to allay stakeholders' concerns. Stakeholders in

an organisation have justifiable concerns about the organisation's activities (Fiedler and

Lehman 1995).122

122 EU recommendation to regulate corporate behaviour outside of the EU's borders, include EU (2001):
“given the extent of poor corporate behaviour overseas there is a role for EU legislation to regulate the
infringement of internationally agreed laws committed by EU registered multinationals when operating
overseas…Legislation acknowledging parent company liability is needed to stop the current abuses of
corporate power and the race to the bottom in terms of labour (and environmental) standards resulting from
globalisation”.
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Enabling emancipatory social accounting could work by making entities’ activities visible

by adopting high levels of accountability and transparency as well as considering society’s

needs and contributing to social well-being. Furthermore, disclosure of social information

could help to develop social practices by determining the significant bank operations that

are more important to society and that contribute most to welfare and development. Making

banks’ activities publicly visible is important for more than one reason: judging the

positive impacts of those social activities on the environment and society, enhancing

banks’ transparency, providing useful information to help improve services and activities

for creating social wealth and reflecting banks’ activities and their impact on the

surrounding environment within which banks work.

‘Good news’ was the prevailing characteristic of disclosure, although there was some

‘negative/bad news’. Most of the ‘bad news’ consisted of trying to justify low incomes.

Also, the ‘negative/bad news’ also included a high ratio of tax, State discrimination in

dealing with the banks, the impact of globalisation and the lack of skilled employees. In

Libya, many of the economic sectors were owned by the State, and there was no

competition between entities, thus making profit was not necessarily a priority for them

(Buzied, 1998; Ahmad and Mousa, 2010). In trying to justify and attribute their problems

to external causes, administrations in State banks do not hesitate to disclose negative or

‘bad news’ in their annual reports as they do not consider competition or reputation of the

entity. It should be mentioned that there was no ‘bad news’ to justify low social

performance.

In LCBs’ annual reports, most of the information was in the form of quantitative financial

disclosure. The quantitative disclosure did not include any further details except for

training programmes and description of technological services. Narrative disclosure tended
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to be confined to the early pages of annual reports, such as the chairman’s report or

statement (address by the Chairman of the Board of Directors). The statements were mostly

directed to the shareholders' annual assembly. Within some annual reports, there was also a

narrative report presented by the Board of Directors, again located towards the beginning

of the report. Most of the reports contain names of Directors, the Board of Directors’

report, the key, financial statements and the external auditor's report. In some annual

reports, if the financial statements and the chairman’s statement (which is often less than

three pages) are excluded, the report will be emptied of its narrative contents. One notes the

great similarity between the annual reports of several different banks in terms of headings

and contents.

According to the interviewees, the main way of discharging accountability in LCBs was

through annual reports, but the level of social disclosure was very low. Disclosure of

information has not generally been a major concern of LCBs. The sector had been totally

owned by the State. In the past, profit was not a priority issue. Social information beyond

conventional accounting was especially scarce; there being no laws or regulations requiring

banks to disclose it. Moreover, the absence of independent trade unions, free media and

civil society organisations contributed to the low level of disclosure. Regardless of the low

level of disclosure, according to the disclosure percentages, the interest in disclosure was

expressed in terms of the economy, employees, customers, community and environment

respectively. This hierarchy reflected that the element that could contribute most to profit

was often the most disclosed. Some banks expressed this quite explicitly.123

123 This is also the case in developed countries. Roberts (1991) concluded that employee disclosure is
different from environmental disclosure, companies disclosing more employee than environmental
information.
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A concern to satisfy employees and customers was clear in the annual reports and this

concern could also be seen in interviewees’ responses. There was considerable concern

about the shortage of skilled staff, and the urgent need for them (banks were trying to offer

the best conditions for employees by increasing salaries and incentives). Also,

interviewees’ responses highlighted the social dimensions of employee training

programmes, including providing social benefits and health insurance to employees, and

social and housing loans. However, interviewees admitted the clear link between these and

the profit maximisation of banks. There was a high level of disclosure with regard to

employees compared to that related to the community and customers, although employees’

levels of engagement and human rights received little attention. This again reflects the fact

that banks mainly focus on issues that contribute to profit while ignoring others. The

disclosures related to employees follows the conventions of mainstream Western social

accounting in linking social initiatives to the needs of businesses. Factors that might help

the banks obtain more profit have always been given the most attention. However, there

have been some positive potentialities that might reflect an emancipatory potential form of

disclosure (such as insurance payments for employees, loans without interest and bonuses

for employees).

The lowest level of practice and disclosure were in relation to the environment. None of the

banks appear concerned about monetary or non-monetary issues related to the environment.

Without exception, the annual reports do not mention environmental issues. Some

interviewees considered the State to have the main responsibility for social and

environmental issues. Others see the existence of limited legal obligations, the lack of

social awareness, the poor state of accounting education and the nature of the sector itself

as representing the main reasons for non-disclosure.
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Some banks disclosed some social initiatives that were unusual in the context of their

overall activity and which could be seen as having some emancipatory potential, such as

opening branches in remote areas, investing in non-profitable companies contributing to the

country's social wealth and granting loans without interest to people on low incomes. Such

types of disclosure had not been recorded previously in studies concentrating on banks'

social reporting in Western or other capitalistic contexts (see Zeghal and Ahmed, 1990;

Tsang, 1998; Douglas et al., 2004; Coupland, 2006; Branco and Rodrigues, 2006). Despite

this, some of these initiatives did not reflect the bank’s strategy or policy. According to the

interviewees, such initiatives represented an implementation of the instructions and agenda

of the CBL/Government (as owner), regardless of the financial interest of the bank, which

reflect the continuing influence of Libya's socialist policies. Banks under public ownership

appeared not to pay much attention to profit, focusing more on addressing some social

phenomena, as a result of governmental policies to implement some social programmes.

Such an agenda might not offer practical solutions to problems, and may represent an

additional cost to the banks and represent merely a temporary solution. For example,

CBL/government required government banks to invest in certain projects that may not be

considered attractive for investment. However, these measures were part of comprehensive

government plans to finance such projects.

Despite the above mentioned social initiatives - which were limited and practiced by few

banks, the annual reports’ disclosures and most interviewees’ responses highlighted that

banks mainly aim to satisfy their shareholders. However, social responsibility is a moral

obligation towards the community and beyond consideration merely to “satisfying

customers and shareholders” (Salehi and Azary, 2009, p.65). Seeking to satisfy

shareholders and customers has been contrary to the spirit of the prevailing socialist

ideology of the State, which assumes that institutions are working in the public interest, and
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that profit is not their main concern. The banks’ disclosures have focused on shareholders’

benefits, profit making/maximisation and employee issues that aim to raise incomes. Even

when they disclose some social information, they justify that disclosure for reasons of

profit. Therefore, it can be inferred that disclosure in the banks’ annual reports, far from

supporting socialist ideology, tends more to reflect Western capitalistic ways, as a result of

the postcolonial context and globalisation. The social disclosure in annual reports reflects

that the Libyan regime’s claims regarding social benefits and laws were merely slogans

that were not implemented in the real world. Conducting social accounting to reflect

corporate needs and maximise shareholder values could contribute to the enhancement of a

repressive form of social accounting, instead of enabling an emancipatory form of social

accounting.

The conventional accounting of the banks shaped by the postcolonial legacy and

globalisation equates largely with a form of accounting that provides financial information

that might be expected to satisfy shareholders’ requirements. Thus, information in annual

reports is targeted to meeting the requirements of shareholders, the CBL and government.

Interviewees confirm that neither CBL nor shareholders care to provide social information.

It appears to even be the case that some shareholders consider social initiatives as an extra

cost. This draws attention to the need to try to achieve a form of social accounting that is

concerned to engender social justice and welfare.

With regard to customers, it is difficult to track any type of disclosure that reflects

emancipatory social accounting. Most customers’ disclosures reflect more repressive social

accounting or counter radical social accounting. Although the customers’ category has a

higher percentage of disclosure than the community category, the community category is

linked to some positive potentialities (e.g. interest-free loans to people who have low

incomes and investments in unprofitable companies). These positive potentialities indicate
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the possibilities of emancipatory change that could contribute to eschew the repressive

dimensions of accounting. The reason might be that most social initiatives towards

community are the result of government directives to banks for the implementation of the

State's agenda and not banks' own policy, as banks without such direction have often had a

poor social performance in this area. The quality in social terms of what is represented in

community disclosure is potentially higher as it may directly relate to social concerns.

Some reports mention factors that affect banks’ activities, including globalisation,

economic and political impact, and the negative or positive impact of the policies of

government and the Central Bank. The impact of globalisation can be seen through the

recommendations of the IMF, the WB, and the Basle Committee, where the CBL relies on

these recommendations to determine its policies towards commercial banks. However,

none of these recommendations consider social issues directly, and mainly aim to protect

Western interests (Held and McGrew, 2002), as those institutions are mostly controlled by

Western countries.124 Some deem that the institutions’ recommendations have caused

serious consequences for the economies of developing countries, especially social

consequences (Ferri, 2003; Held and McGrew, 2002; Crowther and Martinez, 2004;

Annisette, 2004; Rahaman, 2005). The role of accounting vis-à-vis these organisations has

to relate to all issues which concern all interested parties. International standards are not

developing in accounting regarding social and environmental issues in each specific

context. Therefore, international accounting standards need to be re-considered to take into

account the moral and social values of business organisations. Also, Libya needs to

consider its local requirements when implementing such standards to develop social

accounting to enhance social values. The dominance of Western education and

124 E.g., the IMF pointed out that it is unsuitable for CBL to be the owner and governor for commercial banks
(IMF, 2006).
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international standards reflects to what extent accounting has been captured by repressive

hegemonic forces.

The interviewees have been influenced by a conventional view of social accounting and

responsibility. Even in defining social responsibility, interviewees did not express how the

culture or Libyan context sees or influences social responsibility. Otherwise, they provide

an understanding that resembles that found in mainstream Western social accounting

literature, which reflects a Western view. A large proportion of the interviewees’ responses

reflect a positive attitude towards social accounting and belief in the significant role of

banks in contributing to social wealth. The vast majority of interviewees accepted the

important role of banks in society and perceived that this role should be part of banks’

strategy. Social actors’ attitudes towards social accounting are significant in that they

indicate acceptance of possible change. But one also needs to acknowledge the significant

issue of the actual practices of social accounting and banks’ actual social responsibility,

which appear to be disappointing. Social accounting policy and strategy that could

contribute to formulating banks’ social responsibility in the short and long run are lacking.

Moreover, Libya is a postcolonial country, and the impact of imperialist culture ‘mind's

occupation’ still shapes stakeholder behaviour and actions. A clear impact of imperialist

culture can be in accounting education, the accounting profession and the accounting

system in banks.

Despite the level of social responsibility activity being limited and generally insufficient

(arguably), it was relatively higher or more substantive than the level of social disclosure.

Notable ‘social’ practices were employees’ training programmes, providing social benefits

and health insurance to employees and social and housing loans. A link was discernible

between such ‘social’ practices and profit of banks. Few interviewees mentioned the social
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activities practiced by banks such as charitable giving to some sports clubs, providing

Islamic Murabaha services, considering women’s employment and participating in cultural

and scientific seminars. Such social initiatives are relatively ‘new’ in LCBs and highlight a

trend towards interest in other social initiatives, as a result of changes occurring in LCBs in

terms of ownership structure and openness.

Several interviewees deemed the main concern of banks, particularly foreign and private

banks to be achieving a return. According to most interviewees, following a clear policy

and a systematic policy of social responsibility must be among the banks’ priorities. They

also, recommend polices to involve supporting non-profit organisations, creating benefits

for society, giving preferential treatment to social institutions that have social activities,

making it possible for customers to have loans, encouraging employee training

programmes and improving the quality of services.

Interviewees deemed what was then the role of the State to be focusing on legislation to

protect customers’ deposits, and as issuing regulations to regulate social and housing loans

and the recovery period. Interviewees thought that the CBL should issue regulations

forcing banks to consider a direct and indirect responsibility towards the environment, as

limited awareness was seen as the reason for the lack of environmental consideration.

Interviewees noted a lack of public awareness regarding environmental issues including the

government, managers, people and educational institutions, and to the absence of

independent local organisations that promote environmental protection. Interviewees also

noted that social or environmental issues were not included in training programmes at the

Central Bank’s Training Centre.

Interviewees believed that the State should take some steps to engage banks in social

responsibility, including: granting incentives and credits for projects that make a positive
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social contribution and have a positive environmental impact, creating independent local

organisations working to protect the environment, promulgating social awareness, devising

legislation to govern independent provisional unions, engaging civil society in the

assessment of banks, focusing on social education/training, keeping the specialized banks

under State ownership (given that their main function is industrial and housing lending for

the public), and offering incentives and tax breaks for banks that engage in social and

environmental activities. The interviewees recommended the need to keep some banks

under State ownership while developing their social and financial services.

Interviewees expressed a concern about the future that awaits public banks as a result of the

entry of the foreign private sector, where they felt that local banks would be adversely

affected by this. Thus for them, in the Libyan context, the entrance of foreign banks was a

premature step, due to differences in the Libyan context compared with other countries.

Therefore, interviewees deemed that foreign partners should be engaged only in the banks’

administration, due to the inability of local banks to compete with foreign banks. From

experience of existing foreign partners in Libya some interviewees expressed their

displeasure with the foreign partners, due to their focus on their personal interests.

According to interviewees, the foreign partners exploited their management of the banks,

giving preference to their main branch in their dealings. According to several interviewees,

globalisation has had a significant impact on the banks’ levels of social responsibility.

Changes in ownership structure, and laws against money laundering and the financing of

terrorism, could be seen as consequences of globalisation. Interviewees confirmed that they

saw banks’ social responsibilities as including the adoption of strategies and policies to

consider all interested parties, including employees, community, customers, environment

and the government.
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7.4 Understanding/Interpreting Theoretically and Contextually the Reasons behind

Accounting/Social Accounting and Responsibility Practice and Disclosure in the

LCBs.

Several cultures have had a significant impact on Libyan society, including the Arabs,

Turkish, Italian, British and French. However, the culture that has remained most

entrenched in Libya’s society and has a great impact on Libyan social and political life

today is Islamic Arab culture. Libyan society has a conservative nature. Considering the

community is a holy duty for every Muslim. Moreover, Libyan society is not very diverse

regarding culture, ethnicity, race or language today. It follows mainly one Islamic doctrine:

97% of Libyan people are Sunni Muslim. Also, in the constitutional declaration that was

announced in December 1969 after the military coup, Islam is the official religion of the

country.125

For most Muslims, Islam is not just about the rituals of worship and prayer. It requires

being good when dealing with others. The Prophet Mohammed said, "I have been sent to

perfect good manners... The most complete of believers in Imaan [faith] are those who are

best in character" (IslamicOccasions, 2010). Thus, the roots of social responsibility exist in

Libyan culture and Islamic religion, which has an impact in the lives of people, so Islam

presents guidelines for life and promotes social practices. Islamic religious principles, such

as faith (aqidah), worship (ibadah) and morality (akhlaq), are stable and do not change with

time, because its principles are derived from the Qur'an and Sunnah, which is not subject to

change (Siwar and Hossain, 2009). As the Islamic religion shapes Libyan society and its

behaviour towards society, it also shapes and guides the behaviour of corporations and

banks. Islam has kept its obligation to social responsibility alive for centuries, in order to

125 Although this announcement was a formality, as the Libyan regime followed the principles of Islam with
regard to culture and Islamic penal system, and neglected the Islamic principles on the economy and
commercial transactions.
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create just and fair societies. The principles and objectives of Islam can only be interpreted

in the service of social justice, thus accounting from Islam perspective could be seen as

enabling emancipatory and radical betterment. Therefore, it could be claimed that Islamic

teachings and values have an emancipatory potential, as they promote for moving a society

towards a better life. Thus, the positive attitudes of banks’ social actors regarding social

accounting and responsibility reflect the impact of Islamic principles upon stakeholders of

LCBs. The impact of culture and Islamic principles was evident through interviewees’

attitudes towards social accounting and responsibility. Regardless of social practice, the

large proportion of the interviewees’ responses reflected a positive attitude towards social

accounting and argued that banks have a social role. Many interviewees considered

accounting as a form of numbers and double-entry, so for them accounting was merely

technical. After explanation of the role of accounting in terms of the 3BL concept, I found

it very positive that most of the interviewees positively appreciated and accepted the

concept. Considering accounting as merely figures and technique may displace the social

role of accounting and does not make room for local values to play their part. Considered

as a globalised Western phenomenon, accounting may thereby enhance Western values at

the expense of local values (Kamla et al., 2006).

Such positive attitudes are not reflected in positive practices, since there are other factors

other than religion and culture which have contributed to shaping social accounting

practice and disclosure, such as post colonialism and globalisation. The Italian occupation

and the French and British Mandates have had a significant impact on Libya. In developing

countries in general and Libya in particular, as in former Western colonies, the accounting

profession and education have been influenced by globalisation’s impact, international
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standards and the Western curriculum126. Thus, such factors are reflected in accounting

practices and disclosures. Moreover, the colonial legacy has contributed greatly to the

consolidation of Western values (Annisette, 2000; Suddaby et al., 2007; Irvine, 2008;

Poullaos, 2009; Shareia, 2010). The colonial period contributed significantly to the

formulation of educational and professional accounting in Libya, and continued to have an

effect to the present day. The postcolonial impact has spread to all aspects of life, whether

economic, political and cultural. Colonial power not only imposed Western values but

eradicated and negated local values by using many tools such as media, education,

international institutions and technology in accounting and auditing (Gandhi, 1998;

Woolman, 2001; Mama, 2004; Teferra and Altbach, 2004; Mir et al., 2008; Bush and

Maltby, 2004; Rahaman, 2010). This contributed to boost repressive tendencies in

accounting. Some interviewees provided a specific view of social accounting. However

they seemed to be influenced by Western views of social accounting and responsibility that

focused on mainstream accounting literature in relation to their education background.

They did not seem to consider how the particular Libyan context could influence social

accounting and how globalisation and Western education are displacing local social values.

In Libya, during the period of occupation, the Western educational system and accounting

bodies had been created, and there were no local accounting bodies until 1952. So, the

international accounting firms established in Libya could be said to “drive Libya's

accounting profession further towards a western model” (Sharia, 2010, p.11). Types of

education, the background of accounting academics, the preferences and expertise of UK

and U.S orientated accounting companies and firms have led Libyan accounting

professional to adopt the Western style (Baker and Russell, 2003). Even when the State

126 In addition to former Western colonies, other countries are also influenced by these factors, but Libya and
most former Western colonies have a different cultural, economic and political context that may not be
consistent with Western values. Thus, they need contextual accounting standards and a curriculum that
consider a local context.
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established local accounting associations, they were ineffective (Baker and Russell, 2003).

In Libya, there were no local accounting standards and Libya has continued to rely on a

Western curriculum in universities. Moreover, the CBL regulations and commercial banks

law require banks and auditors to comply with international accounting and auditing

standards (Libyan State, 2005; CBL, 2006). Furthermore, accountancy in Libyan

Universities is dominated either by foreigners or those who have been educated in the UK

and the USA. For Baker and Russell (2003, p.201) the most important factors that impact

on Libyan accounting education are the structure of content of accounting courses and the

background of accounting academics, where both “are mainly American and British

orientated”. Moreover, Western values still dominate the Libyan context and from the

1970s thousands of students were sent to the West, especially the UK and the US, to study

for Master’s and PhD degrees and most of them become members of staff at universities.

Thus, independence for Libya indicates the end of land occupation, but it yields to a neo-

colonialism, another form of occupation, which is ‘mind occupation’ (Gandhi, 1998).

Therefore, the conventional accounting adopted in Libya could be seen as a colonial legacy

to serve Western imperialistic interests. One can argue that accounting systems should be

reformed take local contexts into account, with regard to the colonial heritage and the

impact of globalisation (Rosser, 1999). Libyan socio-cultural, economic and political

orientation to adopt Western styles led accounting in Libya towards a repressive tendency.

Thus, even if Libyan culture, customs and values urge social responsibility, Libyans are

already influenced by values of Western imperialism, which are orientated to Western

capitalistic forms. E.g., many business organisations, including banks, in Libya deemed

CSR somewhat paradoxically voluntary and a luxury. However, in the Western context,

business’ organisations are monitored by civil society, media, and the trade unions, and

also there is a higher level of democracy and transparency, which should make social
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accounting and responsibility a duty or render it subject to a social contract127. The Western

economy is characterized by the predominance of the private sector, limited State

interference and educational and accounting standards that are appropriate for their

economy. Such characteristics fit with the individualistic societies of the developed nations

(Sharia, 2010). However, in Libya, there is an absence of freedom, civil society, NGOs128

and legislation and dominance of Western values. Moreover, the dominance of the State

over the economy, the dependence on oil revenue as the main economic source means that

the accounting standards and educational system are not suitable for the local context.

Thus, social and environmental issues may not preoccupy the LCBs' attention (see chapter

four; EU, 2001; Lodhia, 2003; UNRISD, 2005). It could be argued that the existing level of

social accounting of LCBs stemmed from Libyan culture and religion, even if interviewees

fail to express that reality, as a result of the influence of their Western educational

background.

Influenced by mainstream social accounting, social accounting is voluntary in LCBs.

Voluntary social accounting involves countering radical social accounting in a way that

stems from a business organisation’s needs. Voluntary disclosure allows banks to disclose

what they think serves their interests. Thus, talk about the emancipatory potential of social

accounting is questionable in light of its being voluntary. The problems in Libya are

deeper, due to the absence of non-governmental organisations for sponsoring and

monitoring social action in companies. In this regard, global movements and initiatives

127And sometimes as a result of competition, CSR may be used as a tool to improve a company's reputation.
Also, some entities provide social initiatives for customers and employees in effort to increase their
profitability.
128 NGOs could influence entities’ behaviour by mobilizing public awareness and action against any
repressive radical accounting. NGOs could “act on behalf of society” to engage banks to report (Tilt, 1994,
p.47). There are some NGOs whose exclusive aim is to provide shadow reports which can be compared with
silent reports. For Dey (2007, p.311) “current experiments with counter-accounting and counter-information
are perhaps more likely to owe their existence to civil society and the work of various campaigning NGOs
than to the efforts of accounting academics”. Thus, NGOs could help to improve well-being, thus helping
account for enabling or emancipatory potentialities.
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such as GRI contribute to promoting voluntary social accounting. The global movement

created under Western supervision mostly represents counter radical social accounting and

Western business needs. Therefore, the global movement and initiatives, although they

have existed for a long time, still promote CSR as a voluntary initiative. So they “have

significant potential to displace more radical social accounting initiatives” (Gallhofer and

Haslam, 2003, p.130) and are used by organisations to legitimate their activities. Hence,

social accounting has a more repressive than emancipatory tendency. It is designed for

service under the pretext of social accounting and therefore might be more repressive than

conventional accounting.

The impact of Western values occurs not only in the educational and professional system, it

also affects technology. Disclosure on technology is very common in LCBs annual reports.

LCBs depend on Western models for technology, developing services and training

programmes. Adopting Western technology is promoted by banks, CBL/government and

other stakeholders (Al-Shukri, 2007). Investment in Western technology facilitates provide

the necessary service to customers and contributes to improving banks’ services. It also

contributes to the consolidation of Western values in the local context. We cannot import

others’ technology without being associated with culture and values of those others, where

the others’ technology and culture are inseparable. Rahaman (2010) indicated that the use

of Western technology in accounting and auditing has influenced African culture in a

direction leading away from local values.

In LCBs, globalisation has imposed values that become stronger than domestic legislation,

through for instance, the recommendations of the IMF, the World Bank, and the Basle

Committee. As a Western organisation, the IMF promotes Western values and style. For

instance, the CBL agreed with the IMF to create a “structured capital market and the first
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sovereign” (Saidane 2010, p.26). Changes in ownership structure, laws regarding fighting

against money laundering and terrorism financing could also be seen as consequences of

globalisation as well. Involving foreign partners in LCBs encourages the influence of

Western values to increase. Because foreign banks are usually aware of international

standards in advance, so local laws, cultures and values will be neglected unless they are

imposed or monitored by civil society organisation, media or Trade Union, which are

presently absent (GSO Project, 2004).

The lack of public awareness also represents a reason behind the non-disclosure of social

information. Thus banks’ activities do not reflect the importance of developing functions of

accounting through expansion of accounting disclosure and practices by involving the

social dimension. Additionally, it may add other factors, such as lack of experience and

training in the banks’ cadre, the lack of legislation and moral education. The lack of skilled

employees could be one of the reasons for the low level of disclosure in LCBs annual

reports. For Abayo et al. (1993, p.156) insufficiently qualified employees could make

“compliance costs high”, and thus contribute to poor quality corporate disclosures. These

factors may hinder the practice of accounting and, consequently, may lead to social

contravention in some cases. Accordingly, some banks think they are not obliged to report

(see: Gray et al 1995a; Pennartz, 2006; Ugur and Erdogan, 2007).

Non-Disclosure may not be a lack of understanding or awareness on some occasions, as it

may be deliberately practiced to avoid the consequences of disclosure. According to

interviewees, managers still fear the consequences of social disclosure because

shareholders may not accept the social expenditures disclosed. There was concern that

managers should get the proper permission for the expenditures authorisation from

shareholders in advance. Therefore, shareholders often seek only profit maximisation and

reject most of the social initiatives suggested. The reasons behind such behaviour may go
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beyond the impact of postcolonial and globalisation. The consequences of the socialist

experiment and isolationism make the shareholders seek to increase income and

compensation, while they throw the responsibility on the State. In Libya, people have lived

for decades under the socialist umbrella, thus the main income source for most people was

a limited government salary. Shareholders would take the opportunity to achieve the

greatest return, in order to compensate for the deprivation in the past years129. The

insistence of shareholders to achieve maximum return, rejecting any costs that do not help

in achieving the return might reflect that the deposed regime constantly threatened people

with the possibility of cancellation of the private sector.

Social accounting is shrouded in ambiguity. The conflict of the socialist ideology,

regulations and laws with liberal laws and regulations may have contributed to deepening

the problems in the social accounting of LCBs. Some present laws and regulation promote

towards social responsibility, while others restrict social responsibility. This reflects the

conflict in Libyan laws and regulations that may not help in developing social accounting.

However, such conflicts might be used to implement banks’ own interests. In Libya, the

regime constantly threatened people with a possibility of cancellation of the private sector.

Thus, the Libyan regime was not reliable in terms of stability of legislation. There was

much inconsistency between the socialist doctrine adopted by the Libyan regime, and the

laws and regulations issued by the State. The regime’s ideology that denies profit

remained, which is inconsistent with laws that were issued allowing the establishment of

the private sector. As the ideology derived from the Green Book was not subject to change

or renewal under the regime’s views, law and regulations were constantly changing in the

absence of a constitution in the country and democracy. Therefore, banks in general and

129 Some interviewees confirmed that shareholders would not agree with expenses that did not contribute to
profit. This may explain why some of banks social practices are not disclosed in some of the annual reports of
the banks.
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shareholders in particular, are in need of legislation assuring the permanence of the private

sector to give them the assurance of adequate stability. This reassurance could make

shareholders and managers of banks pay more attention to social issues.

Regarding human rights and stakeholders’ engagement, the level of disclosure was either

absent or very low. The lack of disclosure of human rights could be due to the sensitivities

of human rights and freedom issues in Libya. So banks may wish to avoid these types of

disclosure. Another reason is that no one might be concerned about these issues, especially

with absence of local human rights organisations. Also, the culture of dialogue and

listening to others’ opinions has not been easy to establish as a result of the absence of

democracy, free media and NGOs, a long period of colonialism and four decades of

dominance of a totalitarian regime that curbed freedoms. All of those factors might explain

the low level of stakeholders' engagement and why a culture of dialogue and acceptance of

others’ views did become prevalent.

As mentioned earlier, the main concerns of LCBs were reported to shareholders, the

government and the CBL, while other parties were ignored. The reason could be that

annual reports were issued by managements and directors to satisfy their shareholders. The

shareholders and government/CBL voices were more powerful than the other voices. Thus,

they had strong lobbies where their voices could be heard. Therefore, the parties interested

in environmental issues, human rights and social needs were not considered. In annual

reports LCBs expressed their compliance with government regulations and laws. Such

compliance aims to send a 'reassuring message' to the government/CBL.

In this study, interviewees' calls for the government to introduce necessary regulation to

force banks towards social and environmental practice and disclosure. Although the

researcher argues as well that social accounting must be mandatory, the interviewees
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insistence on blaming the government to regulate and enact bank practice and disclosure

reflects the dominant ideology of government in Libyan society and a kind of obsession

over this reflecting the absence of democratic values and freedom in Libya. The State’s

policies in the social sphere cannot be separated from business organisations’ policies. The

public policy of the State should be formulated to strengthen, support, organise and

complement banks’ efforts in social accounting practices.

Another argument shed light on the government’s role for accountability, responsibility and

sustainability, in that carrying out social accounting practice is not an aspiration in itself,

but the main target of social accounting is to reach social justice and social wealth (Ball

and Seal, 2005; Ebner and Baumgartner, 2006) whenever the means exists to attain such

targets through social accounting, corporate social responsibility, or State social

responsibility. Moreover, social accounting practice can be achieved by adopting a parcel

of regulations that assist organisations to accomplish their mission in protecting

stakeholders' rights. Such protection might be completed through the government duty to

ensure stakeholders' rights (Gray et al, 1996; Pearce, 2002; Adams, 2004;

proveandimprove, 2008). Those stakeholders of organisations may represent all the

different segments of society, including the government. This may lead one to think more

about social accounting and responsibility and how to distribute the roles between

community, business and government. Thus, social justice and social wealth can be

generated by concerted efforts between community, business and government, each playing

its role in social accounting and social responsibility field (McCabe et al, 2007).

The current role of the State in banks’ social accounting and responsibility is as both

regulator and owner of some banks. As a regulator, the State focuses on legislation to

protect customers’ deposits and to monitor the banks’ commitment to financial legislation
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and enforcing laws. The other positive potential stems from how our concern increases as a

result of the change of ownership and the entry of private and foreign sectors. Many of the

initiatives that reflect emancipatory potential are a direct result of the directives of the State

to banks. Such initiatives are not pursued by foreign or private banks (such as providing

interest-free loans to people who have low income, distributing percentage of income to

employees at the end of the fiscal year130, investing in specific projects to service the

national economy, and opening branches in remote areas for social purposes). Banks

without State direction tend not to pursue a very positive social agenda. Spence (2009,

p.207) makes such a point: "an emancipatory social accounting cannot be expected to come

from corporations". The role of the State cannot be seen as an absolutely positive thing.

The potential negative side is that the government/CBL may not be interested in the

success of the bank as a unit and may be far more concerned with the implementation of

the government's economic and social programmes. As the State may seek to compensate

the failure in solving some social problems through imposing policies on banks to apply

government agenda and polishing the image of government in isolation from the interests

of banks. These instructions may reflect some personal interests and personal relations, and

so they might be a breeding ground for corruption. Corruption is a disease plaguing the

State apparatuses, a fact which the State and international organisations have recognised

(Financial Standards Foundation, 2010; Qadafi, 2010).

Anti-corruption efforts could be seen as strategic social responsibility of the State, entities

and society. However, it is the State’s main responsibility to suggest solutions to address

corruption issues. It will be unnecessary for the State to enact anti-corruption laws, simply

130 Most of the private banks do not distribute a proportion from their income to employees. Even banks that
were owned by the CBL stopped distributing when they entered into partnership with foreign banks. For
example, Sahara Bank distributed a proportion of its income to employees at the end of 2005, 2006, but when
the bank entered into partnership with BNP PARIBAS Group, Sahara Bank stopped distribution of a
proportion of its income in 2007, 2008.
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because these laws already exist, but are not effective as they have not been “effectively

enforced” (Financial Standards Foundation, 2010). Enacting laws and regulations may be

inefficient, with no tools that support the implementation of such laws and regulations.

Moreover, the conflict between laws/regulations and the State’s ideology makes officials

and influential people in the State circumvent the laws and use them to serve their interests.

Conflict between ideology, laws and regulations contributes to creating layers/elites in

Libyan society and the spread of corruption in State institutions. The dominance of the

elites, and the spread of corruption and conflict in laws and regulations, makes Western

culture more attractive than local and social values. Elites often seek to enrich themselves

and thus do not take social factors into account. Therefore, the imposition of colonial

culture cannot be confined only to colonial powers or Western imperialism, but in those

elites’ wishes to import those values to create enrichment and accumulation of wealth as

well as higher living standards. Thus, “global capitalism uses the elite as agents to achieve

the global capitalist economic interest locally” (Bakre, 2004, p.22). The elite have linked

their fates and interests to Western capital interest. The elite represent the internal tool of

Western imperialism in implementing its agenda of managing the economic and political

affairs of the State to serve Western imperialist goals. Also, dictatorship and tyranny often

show compatibility with the colonial culture, and contribute to the emergence of elite

beneficiaries (AL-Rabaiei, 2005). Another reason that may have contributed to spread of

corruption is that Libyan culture depends on strong social ties. Family, clan and tribe

regulate the relations between members of Libyan society and are widely respected.

Sometimes, the loyalty of the individual to the family, tribe and religion might be greater

than other obligations (Metz, 1987; Twati, 2006). Therefore, relationships play an

important role, sometimes counter to the laws. The solutions should come through ethics

and compliance programmes, and collective action initiatives, as well as by monitoring
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employment and loans, and linking them to social relations to track any possible

corruption. Also, creating independent civil society organisations, trade unions and

democracy could contribute to removing corrupt laws and regulations.

In addition to the apparent contradiction and inconsistency between the socialist doctrine

adopted by the Libyan regime, and the laws and regulations issued by the State, in Libya,

during the past four decades there were no free media or civil society. The future looks

promising. Eight months after the beginning of the revolution on 17th February 2011, 220

independent journals had been published. Also the number of independent satellite and

radio channels reached 17. Moreover, as promised by the new rulers of the country and

under the supervision of the international community, a ‘Constitutional Declaration’ was

launched. Those new tools may make the adoption of social accounting in LCBs make a

more sense and become more effective.

7.5 Ambiguities in the Social Accounting of LCBs

Analysis of annual reports showed that LCBs accounting/social accounting had different

tendencies/orientations. Relatively influential was a repressive form of conventional

accounting promoted in the context. Most disclosures in annual reports focused on

numerical and monetary manners to reflect expenses in financial statements. Another

tendency was towards the counter radical form of social accounting (resembling

manifestations of the Western social accounting), characterised by the following: (1) It is

used for private purposes of businesses organisations at the expense of the needs of society

to satisfy shareholders and key stakeholders for the purposes of profit (2) It is constantly

reporting ‘good news’ while covering or justifying ‘bad news’ (3) It is mobilised by

globalisation and global movements as voluntary rather than mandatory initiatives. Another

tendency is the emancipatory form of social accounting mobilised by socialistic principles
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and Arab and Islamic culture and values, where there is some social disclosure that

represents emancipatory potential in relation to society’s needs regardless of the banks’

own interests. Positive potential is present in each tendency. This includes giving loans free

of interest to low-income people, opening branches in remote areas, investing in non-

profitable companies and increasing the distribution ratio of profit for employees. Also,

positive potential exists in the other two tendencies. Both conventional accounting and

mainstream Western social accounting represent commitment towards State laws and

regulations. Moreover, satisfying shareholders, customers and employees is not something

totally ‘bad’, as they represent part of society. Ambiguity and complexity of emancipatory

potential in social accounting of LCBs exists and is to some extent expected and

appreciated as well. Emancipation represents the struggle towards betterment, thereby such

struggle “always involves ambiguity and something less than purity” (Gallhofer and

Haslam, 2011, p.503).

If the banks’ disclosure tends to be beyond conventional accounting (by providing some

broader social information), the apparent accountability to stakeholders here  is tending to

help the banks legitimise its activities more problematically rather than effecting more

external transparency. This tends to take the form of disclosing only 'good news' while

displacing, countering or trying to explain or justify 'bad news' (e.g. see chapter five, where

‘good news’ was the most dominant form of disclosure) (see Tinker et al., 1991; Gray et

al., 1995b; Reed, 2002; Gallhofer and Haslam, 2003; Unerman, 2007). The thesis here

tends to confirm the argument that the entity’s concern with stakeholders’ engagement

serves its own interest, which leaves some researchers sceptical about whether

“engagement and dialogue are actually taking place” (Unerman, 2007 p.86). The evidence

from the thesis is that aside from the level of social disclosure being very low, some

important issues were absent most of the time (human rights disclosures ranged between
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0% and 3%). Also, community engagement, employees’ engagement and, customer

engagement stood at 3%, 3% and 7% respectively, while shareholders’ engagement was

74%, which reflects that banks mainly are concerned with shareholders and largely ignore

others. So, shareholders here seem to be the more powerful group. Thus, banks’

engagement in practices of legitimacy or what has been termed in relation to crisis

''pseudo-legitimacy of the system'' is shaped by the relative dominance of the special

interests of a specific group (Dobrohoczki, 2007 p.24).What is missing here is a democratic

dialogue as a road map based on the principles that allow all stakeholders to speak,

question, act and express attitudes (Habermas, 1992).

The argument reflecting prior literature and the thesis evidence confirms that engagement,

dialogue, transparency and accountability with and to stakeholders has been substantively

captured by repressive forces, being directed to serve corporate interests at the expense of

the public. Thus, under the current politico-economic system, accountability in practice is

not something totally positive, but may take on a dark side, where it "produces

organizationally desired outcomes" that are problematic (Frink and Klimoski, 2004 p.11).

That is why part of the thesis argument is to engage the media, NGOs, universities and

government as key stakeholders to regulate and promote accountability in entities (see

Gallhofer et al., 2006; Dey, 2007; Spence, 2009).

7.6 Ways Forward for the Social Accounting of LCBs

The argument advanced here is that social accounting can contribute to liberating

accounting from its repressive role and allowing it to have an emancipatory role that

consider society’s needs in the Libyan context. Thus, a change could lead to more social

wealth and justice. Conventional accounting is deemed to neglect social issues, focusing on

financial information to meets shareholders’ requirements while other stakeholders are not
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given much attention. It is thus necessary to contextualise social accounting in Libya, by

considering the factors impacting on the development of social accounting. Those factors

include accounting education and practice, the role of government policies and regulations,

and social, cultural, political and economic dimensions. Considering such factors could

facilitate emancipation and transformation towards betterment.

The colonial period was prominent in the history of Libya, and the country suffered from

military and cultural imperialism for a long period of time. This history is so important to

understand the evolution and emergence of accounting, and how current practices arose.

The historical and legal background of Libya has a great impact on social responsibility

practices. The rich historical background of Libya, which includes the period of

colonialism and postcolonialism, could explain the status quo of accounting practice and

disclosure (Baker and Russell, 2003; Bakre, 2004; Shareia, 2010). Accounting is here

shaped by colonial inheritance and reflects Western values. These factors have contributed

greatly to the existence of repressive conventional accounting and counter radical social

accounting. Therefore, one may start thinking of accounting as social and institutional

practice in terms of the anti-colonial movement (Bush and Maltby, 2004). The concern is to

foster social justice and help resolve social issues through the collective responsibility of

entities, society and the State. Western values and conventional accounting have in some

ways contributed to the spread of injustice and poverty, inequalities, social exploitation and

obliterated local cultural identity (Gallhofer and Chew, 2000; Jayasinghe and Thomas,

2009; Joannides et al., 2010). Postcolonial social accounting may be considered a tool to

abstract accounting from colonial constraints, and concentrate more on what matters to the

local context. The concern here is not to totally neutralise Western values. Things are not

so clearly demarcated. Besides, it is impractical to think in those terms. Colonialism and

globalisation contributed to the consolidation of Western imperialist culture in Libya. By
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adopting the language of dialogue between different civilisations and accepting the culture

of others, and integration with them, a hybrid system may be fostered that constitutes

progress. This is a step beyond a crude exporting of Western culture to others on the

premise of purity and authenticity. The hybridity concept for Steger and Carver (2009,

p.95) "minimizes or mitigates the violence of the colonial encounter" rather than challenges

it or replaces it by local values in some absolute sense.

Lundgren and Catasu (2000, p.188) reported that “very few businesses are as highly

governed by strict codes of practice as banks”. The issue is whether this regulation is

properly aligned to social responsibility. The banking sector is expected to consider the

needs of all of society, not just, if as well as, shareholders (Moyo and Rohan, 2006; HSBC,

2009; Achua 2008). Banks here have a duty to satisfy all in society, not merely by adopting

social initiatives, but also by adopting a social strategy and policy (Achua, 2008). There is

scope for civil society: studies have shown that the level of social responsibility reflected in

annual reports determines consumers’ choice of bank (Ahmed and Haron, 2002; Dusuki

and Abdullah, 2007; Al-Ajmi et al., 2009). Lack of unanimity on CSR and stakeholders

makes it difficult to adopt clear policies for social accounting (Crane et al., 2005; Nielsen

and Thomsen, 2007) but efforts should be taken to better social accounting, considering the

local context of each case.

7.6.1 Collective Responsibility of the State, Entities and Society

The role of banks in society should be envisioned as a strategy for the future. That strategy,

according to the interviewees, could include providing social reporting, employment

opportunities for the community, achieving employee satisfaction within the organisation,

offering social benefits and contributing to social cohesion and environmental protection.

In the banking sector, there is no magic formula that can be provided to make banks
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contribute to achieve social justice and well-being. Instead, the banks need to adopt a clear

social policy and strategy to achieve social justice and well-being, taking into account the

surrounding circumstances and context. The researcher argues that such goals can be

achieved by adopting social accounting. For some banks, certain projects are not attractive

for investment, so banks may not be interested in engaging in them, although they may

represent an urgent need for society and may have a great social benefit. Therefore, the

State should take over such projects and support them, perhaps encouraging banks to

finance them in return for incentives and guarantees. Thus, in order to encourage banks to

invest in such projects, the State should provide incentives such as ensuring investment

recovery, and attractive investment returns. Such a policy may make banks accountable

beyond their narrow activity to include society’s needs. LCBs’ annual reports showed some

of the investments being made by banks in some public projects. However, such

investment came as a result of government directives. Without incentives, the private

banks, not under State ownership, had insufficient incentive to invest in such projects. This

makes the role of the State in this field particularly important.

Stakeholders’ perspectives should be clear enough for any bank, as they shape to a large

extent the bank’s role in society. If we do not clarify society’s needs or wishes how do we

oblige banks to meet their reasonable targets131? People may influence banks’ behaviour

through engaging with them (Bebbington et al., 2007). Thus, banks’ behaviour could be

driven by society’s interest in emancipatory potential rather than just being shaped by more

repressive shareholder-orientated factors aligned to a more repressive accounting. In this

regard, banks should listen to stakeholders to learn what banks should do for them as part

131 Buhr (2007, p.58) reported :'I do not believe that we (citizen, shareholders, government and NGOs) have
yet sorted out the corporation's role in society'.
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of community132. There is no pre-prepared list of universally applicable stakeholder’

requirements. Stakeholders’ requirements will be different, depending on the context, and

social accounting is contextual.

Social and environmental abuses cannot be deemed to be a purely corporate responsibility.

For the social accounting umbrella to be effective, it should be supported by government

and civil society, whose role has more than one dimension. Firstly, both government and

civil society can be working from inside a social accounting system as bank stakeholders.

Also both can share in social responsibility as a complementary effort. Both are organisers

and observers, interested in public affairs rather than the private interest of banks. Thus,

they should study the actions and behaviour of banks and their impact on society and the

nation. The social role of the State beyond the banks’ framework is indispensable,

especially, in areas which cannot be covered by banks or any other business organisations

like the general health system, unemployment insurance programmes or a social security

system, which all have important roles to play (Ball and Seal, 2005). This may represent a

general framework of social accounting practice, whereby entities remain accountable “for

what they do” (Shaikh and Jakpar, 2007, p.2).133

Besides the State, the role of society is particularly important, as the NGOs, free media and

free trade unions can work to monitor the operations of banks and their legal commitment.

132 E.g., Customers’ Engagement could be applied through electronic channels (retail), and regular market
surveys to measure customer expectations and satisfaction as well as deal with customer questions or
complaints. Further, Employees’ Engagement might be performed by internal employee surveys, training and
development, regular meetings and annual performance reviews. The Community’s Engagement could
include collaboration with a number of local institutions. Shareholder Engagement could be achieved through
annual general meeting and Board of Directors' meetings. CBL Engagement might be conducted by regular
reporting requirements, regular visits by the CBL and responding to periodic requests by the CBL. The
Environment’s Engagement could be seen in terms of communicating with the general environmental
authority and NGOs.
133 The State should be responsible for what companies do as well as for its policy in the social accounting
field: “businesses organisation and its characteristics are themselves viewed as a consequence or effect of
government policy, social pressures or the general functioning of the social context, business social
accounting can assume a broader scope” (Gallhofer and Haslam 2003 p.149).
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These organisations could contribute to strengthening their commitment to human rights

and principles of social responsibility even beyond legal obligations. Also, NGOs could

encourage and promote banks to report by providing shadow/counter reports that can be

compared with the silent reports of different entities (Dey, 2007).

7.6.2 Other General Recommendations for Ways Forward

Banks have to follow a clear policy and have some systematic social responsibility. The

policy should consider and engage all the interested parties. Moreover, banks’ policies

should consider issues such as supporting non-profit organisations, creating benefits and

social initiatives within society, giving preferential treatment to social institutions that have

social activities (such as scouting and associations for the blind and orphans), allowing

customers to have equal access to bank loans, offering social and financial training

programmes for employees, improving the quality of services, and considering the impact

of other companies on the environment before funding them.

The argument here is that roots of social responsibility existed in Islamic and Arabic

culture prior to the Western values becoming influential in the Libyan context. Social

responsibility in the Western context involves working within capitalist societies with civil

society organisations, independent trade unions and a free media. In Libya, such

institutions did not exist. The social responsibility construct was accepted in Libya in a way

reflecting Libyan values and beliefs stemming from Islam, aside from Western values.

Responsibility towards society is part of our ethics and heritage. Social considerations

found in practice in the West are bound up in a capitalist frame of reference and valuing its

legitimacy. Mainstream social as well as conventional accounting substantively represent

those values and have been articulated as repressive forms of accounting consistent with

the literature. The construct of social accounting should be properly mobilised and
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regulated in the local context according to local values. At the same time, the opportunity

is that the construct in Libya be supported and strengthened by creating civil society

organisations, trade unions, establishing democracy and State supervision. Also, it is

important to create a culture of responsibility by promoting accounting ethics education.

The accounting curriculum should be amended in line with the local cultural and social

contexts.

In terms of social reporting various measures need to be introduced, including, considering

the voices of all stakeholders; a high level of transparency, reflected in reports on all

aspects of a bank’s work, rather than a selective sample of good news; social reports should

be mandatory and regularly prepared, even if such reports need not be restricted to a

specific content or a particular form; comparisons of performance with targets and previous

years; considering targets, benchmarks and external standards (e.g. GRI and AA 1000);

covering all the banks’ activities. Such reporting should be subject to independent

verification.

Raising public awareness of social responsibility is a duty of the State and the banks. The

media, employees' training programmes and accounting education may all increase

awareness of social responsibility. For Collison et al. (2007, p.331), in increasing

awareness of social accounting responsibility, it is not enough to offer a new social

accounting curricula, "but to stop teaching some old ones". In Libya, curricula serving a

Western context has been relied upon; an old and translated curricula and mostly concerned

with financial topics and neglecting social topics.

In banks, social and environmental responsibility means banks not just being responsible

for their own impact, but also for directing credit to companies that e.g. better look after the

environment. Therefore, banks should frame their policies to meet corporate social
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responsibility. Policies should define the minimum standards to be met by prospective

corporate customers before a bank finances them.

The actual and potential role of the State in promoting social wealth should be evident in

areas including: banking supervision to protect customers’ deposits; issuing necessary

regulations and legislation to disclose social activities; removing ambiguities and tensions

and contradictions between the State’s ideology, laws and regulations (see chapters four

and five); granting incentives and credits for projects making positive social contributions

and having positive environmental impact; creating independent local organisations

responsible for promoting environmental protection; promulgating social awareness, and

legislation governing independent provisional unions; formulating the social standards of

the accounting profession; focusing on social education in accountancy in universities;

encouraging banks to invest in infrastructure projects by providing incentives to those

banks, such as ensuring investment recovery, and attractive returns for the investments.

Furthermore, the State must take into account that the banking sector is an emerging sector.

Granting facilities and exceptions to foreign banks may lead to the inability of local banks

to compete. There may be other serious consequences, in that other priorities, such as

society’s needs, may be neglected. Thus, at this stage, the involvement of foreign banks

should be limited to administration and expertise and not their ownership and control.

The State needs to attempt to harmonise its legislation with realistic targets, in order to give

banks and other stakeholders the necessary reassurance and confidence. This could help

banks work in an atmosphere of trust and pay attention to community needs on the basis of

the stability of legislation. The particular socialist ideology that Libya had may be

transformed with the on-going changes resulting from the Libyan revolution. Events in

Libya, affecting economic, political and social development, may bridge the distance
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between the Libyans and the West and the Libyan people have considered the West as

supportive. However, these events may not necessarily contribute to the consolidation of

the Western values already present as a result of postcolonialism and globalisation. These

events do indicate more openness to democracy and freedom, and also indicate the prospect

of unprecedented and comprehensive political reform, including the building of civil-

society organisations and independent professional associations. All of these will increase

the level of transparency, dialogue and democracy so important for social accounting.

Adoption of social accounting by the banks is very important during this phase, to engage

banks during the development phase and encourage restructuring with regard to community

social welfare needs. Moreover, in transforming accounting’s tendency from more

repressive to more emancipatory, banks should set their eyes towards planning the future,

consider how they contribute to reconstruction and share the State’s concern for social

entitlements. In this way, the principles and spirit of social accounting towards social

welfare and social justice could be achieved.

7.7 The Thesis’s Contribution to Knowledge

The importance of the study came from the importance of the banking sector in economic

and social development; the importance of social accounting as an emancipatory tool; and

the timing of the study, coinciding with the change in ownership structure. Thus, the study

provides some recommendations that might help banks keep their positive contribution. So

far, this study is the only one conducted to discuss social accounting in the Libyan banking

sector. Therefore, the main contribution of this study is covering the future emancipatory

potential (way forward) and accounting and social accounting in the Libyan context (status

quo) and beyond. The following summarise the main contribution of this study:

 The importance of Libya within its regional and global framework adds to the value of

the thesis, where Libya, in general, represents a vital security and economic interest to
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Europe. Thus, this study could represent evidence on social disclosure and practices in

Libyan banks, as well as the global banking sector.

 This study contributes to discovering an unexplored area in the Libyan context. As far as

the author is aware, social accounting and responsibility for LCBs were relatively

unexplored before this study.

 This study seeks to make an original contribution to knowledge by providing

information regarding social accounting practice and disclosure in LCBs that could

narrow the gap in the literature about the subject in the Libyan context and beyond. The

review of literature in this study could be seen as a significant contribution as well, as it

has revealed gaps. E.g. most of previous studies focused on the financial implications of

social responsibility, also they did not pay enough attention to postcolonial theory

 The lack of social accounting studies in developing countries emphasises the

contribution of the study beyond the country context. So, considering the Libyan context

could give an opportunity to highlight the Libyan local community’s voice and make the

local requirements visible. Where, listening to non-Western voices could institute a

language of dialogue and co-operation between different civilisations and thus

contribute to creating a kind of hybrid system that may be more accepted and

appropriate globally - instead of the sole dominance of the Western voice that

contributes to displacing local values.

 The contribution of the study will be beneficial, both academically and professionally.

Where the study represents a source of information for academics, professionals and

investors, because (1) it is a first study in social accounting in LCBs. (2) Libya launched

licenses that invite foreign investors to open new banks. Many European banks applied
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for these licenses, thus, this study could represent evidence on social disclosure and

practices in Libyan banks and beyond.

 The thesis contributes also, through exploring the actual attitudes/perceptions of various

groups in Libya towards social accounting and responsibility practices, and to what

extent they are satisfied vis-à-vis social accounting and responsibility, constitutes a new

contribution.

 The study draws attention to the impact of education and Western thought on banks and

their accounting systems. The other contribution of the study lies in illuminating the

tension between the ideological thought of a socialist country, and the global dominance

of Western capitalistic thought.

 The other contribution of this study is its attempt through a critical and postcolonial lens

to fill the gap in knowledge regarding how to design social accounting and reporting,

while taking surrounding conditions into account. This takes into consideration changes

taking place in LCBs' ownership structure, economic, social and political factors, and

gives consideration to the impact of globalisation, with respect to education, and

guidelines from international and global institutions, among other factors.

 Using postcolonial theory could be seen as a significant contribution to the accounting

literature, where most previous accounting studies in the Arab world did not pay enough

attention to postcolonial theory.

 The contribution of the thesis could be also seen, in application to actual accounting

practices as well as to potential accounting practices, which make the logic of the

argument extended for purposes of empirical exploration to the three accounting

tendencies radical form, counter radical and repressive form of accounting.
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 The contribution of the study is highlighted in it being particularly timely, where the

economic sector in general and banking sector in particular, are undergoing reform, and

are passing through a transition period.

 The findings of the study could be seen as significant contribution through highlighting

ambiguity and inequality aspects. Inequality as a result of dominance of the Western

values and capitalist system, inconsistency between Libyan laws, regulation and

ideology and the absence of NGOs, free trade unions and other freedoms. Also,

ambiguity as a result of existence of the three tendencies of disclosure, including

conventional accounting, mainstream social accounting and radical form of social

accounting.

7.8 Limitations of the Research

Like other studies, this study has some limitations. The limited number of participants in

the interviews is one of those limitations. However, the researcher did try to achieve

diversity among the participants and made progress in this respect. Another limitation is

that out of the fifteen commercial banks three were excluded as their annual reports could

not be obtained. Content analysis/disclosure index has its limitations too. Of course,

communicator intentions via the content of the text can be interpreted differently by

different researchers (Mashat, 2005). Moreover, content analysis is here focused on reports

over a limited period of time (2005-2008). Among other limitations, the research focuses

on the commercial banks, excluding the specialised banks. Therefore, it can be suggested,

for future research, that considering the social disclosure and practice of the specialised

banks would be very useful. Choosing annual reports could be seen as a limitation of this

study, if they represent a main media of communication. Annual reports are the only

reports LCBs are required to publish. In this study, interviewees confirmed that the annual
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report is the main medium of communication for banks, and there are no other reports

dealing with social responsibility. Some banks have websites but others not. However, as

these banks will develop their websites, the recommendation here is that these websites

could be examined in future studies.
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Appendix 1: Decision Rules - Categories of Disclosure

First Category: Community

Contributing to community events: Banks’ communication with the surrounding community

through contributions to social activities and social programmes; social programmes include

religious festivals and social activities in the neighbourhoods; community events could also include

seminars and conferences.

Access points to low-populated or economically disadvantaged areas: Operating or opening

new branches and agencies of commercial banks in low-population or economically disadvantaged

areas.

Supporting local activities and contributing to the well-being of society, including community

partnership and investment: Offering credit and letters of guarantee services, and contribution to

projects and companies that operate in the public interest. Also, efforts to transfer services,

industries and capital to underserved communities. This also includes infrastructure investment,

including transport links, utilities, community social facilities, and sports, and health and welfare

centres.   Banks may grant credit facilities in various areas and invest in non-profit organisations.

Bank’s contributions to managing programmes to address the priority needs of the community and

promoting volunteerism (voluntary work). The creation of job opportunities, which helps reduce

unemployment.

Procedures for local hiring: Disclosure of employment of local community either in the highest or

lowest staff levels.

Community Engagement: Engagement here includes collaboration with a number of local

institutional groups, such as institutions, popular conferences, focus groups, community panels,

corporate advisory panels, management/union structures and NGOs.

Second Category:  Employees

Different Payments and Benefits: The benefits and payment disclosures, include financial

incentives systems; medical payments for employees; insurance payments; social and housing loans
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for employees; annual leave provisions; contributions made to employees’ social events; and

bonuses to employees at the end of a fiscal year.

Thanks to employees: Exchanging greetings of peace and thanks, expression of thanks and

gratitude to the employees.

Health and Safety: Mentioning the potential risks in the environment of work, as well as the

means for prevention and protection against such risks, such as risks related to dealing with

customers. Such dealings might expose employees to threats and violence, such as attacks and

aggression from customers or others (verbal or physical threats), bank robberies, money laundering

and terrorism. Also, fire hazards and giving information regarding adequate escape routes.

Training Programmes: Training programmes were offered, as well as training costs or expenses

that might include training, education, and improving human, technical, professional and scientific

knowledge.

Employment and advancement of women – number of women in management: The names of

women within banks’ executive management teams or high levels.

Equal opportunities: Average working hours; racial and sexual equality and employment of

disabled persons, including retraining; the employment and advancement of women, average

working hours; the ratio of the basic salaries for men and women, the percentage of employees

trained, incidents of discrimination and actions taken, reasons for employee changes and freedom of

union membership.

Statutory disclosure of directors' emoluments: The board of directors' and managers' bonuses

and salaries; providing information regarding the incentives system of the bank, such as the

remuneration policy for employees, and the rewards of executives and board members.

Employees’ Engagement: Internal employees’ surveys, regular meetings and annual performance

reviews.

Third Category: Customers

Social and Housing Loans: Housing loans and social loans that are disclosed in the annual report.
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Accessibility of financial services to customers: Easy accessibility of financial services to serve

customers within the region in which the banks operate. Technical services that are offered by the

banks to customers as a form of social responsibility in the Libyan context.

Product responsibility: The banking services’ prices, the bank's efforts to enhance financial

literacy, and their adoption of policies for the fair design and sale of financial products and services.

Providing Islamic products: Islamic banking services, such as opening new Islamic counters; Hajj

and Omra Visa, Zakat calculator, etc.

Other initiatives towards customers: Any other social initiatives that not included in the previous

sub-categories e.g. opened a Child Agency.

Human Rights of Customers: Non-discrimination and fair lending policies, providing financial

services for disadvantaged customers and customer privacy; dealing with customers equally in

facilitating service delivery; such as permitting easy access to the banks’ buildings for disabled

customers.

Customer’s Engagement: Engaging customers in the bank's issues and developing a level of

dialogue with them; using regular market surveys to measure customers’ expectations and

satisfaction, as well as dealing with customers’ questions or complaints.

Fourth Category: Economy

Direct contribution to the local economy: The economic value generated and distributed,

including revenues, costs, donations, retained earnings, and payments to government in taxes.

Indirect contribution to the local economy: the role of banks as a participant in socio-economic

change and national economic development. Development and impact of infrastructure investments

and services provided primarily for public benefit through commercial activities. Understanding

and describing significant indirect economic impacts, including the extent of impacts; indirect

economic impacts represent the results of transactions by the bank that are often non-monetary.

Protection of assets and wealth, and bank's risk management: Dealing with risk management

and protection of assets; Actions taken to protect depositors; the possible inability to recover loans.
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Return on investment: The increasing value of the returns and other benefits to shareholders and

other incentives, grants and benefits granted to them.

Shareholder Engagement: The annual general meeting, and using surveys,  or any other

consultations.

Fifth Category: Environment

Direct Responsibility for the Environment: Dealing with reducing direct and indirect energy

consumption by primary energy sources, saving energy due to conservation and efficiency

improvements, providing energy-efficient or renewable energy, reducing paper consumption and

increasing recycling.

Indirect Responsibility for the Environment: Considering the environmental impact of other

companies' activity before financing them, such consideriation may exceed mere disclosure of

banks' activities to include their clients' activities.

Sixth Category: Other

Adhering to Government/CBL Policies: Disclosing any detailed information regarding adherence

to government/CBL policies and generally accepted accounting principles.

To whom the report is addressed: Any groups that the bank reported to, especially in the board of

director’s statement that exists in annual reports, including shareholders, external auditors and the

CBL.

Bank’s target and vision: Disclosing the bank’s vision and targets for future, and how to improve

their services and responsibility to serve all interested parties.

Factors that have direct and indirect impact on banks’ activities: Factors that influenced the

bank’s activities, and might have direct impact on social responsibility, such factors include the

impact of globalisation, the impact of the local economy and CBL/government policies.
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Appendix 2: Interviews Semi-structured Questions Guide

1. General questions:

1.1 Date of interview……………………………………………………………

1.2 Present occupation of interviewee………………………………………….

1.4 Educational qualification The Subject:

 Less than Bachelor Degree ……………

 Bachelor Degree ………....…

 Masters ..……....……

 Doctorate .….….….…..

 Professional qualification ..…………..

 Others .……………

1.5 The experience in the present occupation: Less than 5years

5-10 years 11-20 years                over 20 years

2. Questions related to managers/accountants/stakeholders’ attitude/perception:

 What you understand by the term social accounting/corporate social responsibility?

 What do you think about the role of banks in society

3. Questions related to government’s role in enhancing social accounting and

responsibility in LCBs:

 What government should do to support and enhance banks’ role in society?

 How government can keep and enhance this supporting especially after change in

ownership structure of most banks?

4. Questions related to the current disclosure and practice: (understanding and

criticize the status quo)

 What is the main media that banks use to make their activity visible?

 What you think about the reason behind the lack of banks social disclosure in LCBs

annual reports?
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 Are social and environmental issues considered as part of training programme for

employees?

 What are the benefits and initiatives that are provided by banks to society and other?

6. Questions related to required change to enhance or better social accounting in

Libya? (A way forward)

 Considering the Socio-culture structure in Libya, what are the aspects that must be

considered by banks as a priority for society and other stakeholders?

 What is your general comments/suggestion for bank to improve on its social

accounting and responsibility commitment?
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