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Abstract: Non-financial reporting is the basic tool for presenting the implementation of sustainability
goals (SDGs). This paper investigated the current status of non-financial reporting standardization
in terms of small and medium-sized enterprises. The topic of non-financial reporting has been
discussed in recent years from the perspective of large business entities. So far, it has only rarely been
applied to SMEs. This will increase significantly in the coming years when such reports will also
become obligatory for smaller entities. The first stage of the research, based on the method of analysis
and criticism of the literature, will be prepared in the area of the subject taken, including relations
between the main concepts: sustainability, non-financing reports, SMEs. The essential data source
used for the article is reports published by the Global Reporting Initiative. Based on the research
conducted, it can be concluded that it is necessary to develop non-financial reporting standards for
SMEs. These results may become a valuable resource of knowledge and a set of samples that can
be useful in developing this area. Especially since it can be expected that such reports will also be
obligatory for SMEs.

Keywords: corporate social responsibility (CSR); non-financial report; standardization; small and
medium-sized enterprises (SME); sustainability; sustainability goals (SDGs)

1. Introduction

Further economic development of the world is possible only by preserving sustain-
ability. It should be based on the process cycle in the environment. The term sustainability
is the result of understanding the three aspects: social, environmental and economic tak-
ing into account the costs of current decisions for future generations. Sustainability is a
contemporary and current issue that is recognized by scholars (Al-Ali et al. 2020) and is
the main derivative of this concept for business. The communication of an organization’s
performance in its economic, social and environmental dimensions to the parties concerned
is the principal function of the CSR (Corporate Social Responsibility) reporting process. In
this way, an enterprise demonstrates the effectiveness of its actions in the area of social
responsibility management. Thus, the CSR reporting should be part of the process of
creating an organization’s strategy, implementation of its action plans (Krištofik et al. 2016).
Entrepreneurs should invest in CSR and seek to improve the quality of their relationships
with their funders (Mastrangelo et al. 2019). Given the popularity of both sustainability and
external reporting, it may come as no surprise that the conceptual joint venture of ‘sustain-
ability reporting’ has become influential (Niemann and Hoppe 2018). Zyznarska-Dworczak
concluded that the positive and normative theories in a complementary way enable a mul-
tifaceted analysis of factors impacting the corporate sustainability reporting development,
and determining its scope and shape in the future (Zyznarska-Dworczak 2018).

Financial market regulators, stock exchanges and industry bodies are more active in
issuing codes, guidance, standards, self-regulatory requirements and questionnaires. While
there is a growing sophistication of the reporting improvisation in the type of information
required, this is not accompanied by a significant trend in the venues for disclosure. What
is clear is that there is a high demand for quality data, a weakness to be addressed through
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closer collaboration between regulators, standard setters, professional associations and
reporters (Amran et al. 2014). Financial statements focus on accounting for and reporting
on past events. “Reporting the past” is considered a significant limitation by many users of
reports, resulting in a persistent information gap (Adamek-Hyska et al. 2019). Increasingly,
there is a vocalized demand on their part to “report the future”. The response to the
indicated needs is an increasing interest in non-financial data and its reporting. Also, this
sphere of reporting is subject to increasingly detailed legal regulations, among others,
concerning its obligatory nature and its relationship with traditional information presented
in financial statements.

The non-financial data consist of descriptions, facts and opinions that are difficult to
express in a monetary measure or that are expressed in a non-monetary measure (Gernon
and Meek 2000). They can be of retrospective or prospective nature. They are becoming a
significant element of reporting of numerous entities. In the past, non-financial reporting
was only a good practice in enterprises. In order to increase consistency and comparability
of non-financial information shown in the territory of the Union, some large entities should
prepare a statement on non-financial data containing information on environmental, social
and labor issues, respect for human rights, counteracting corruption and bribery (Directive
No. 2014/95/EU). This regulation concerns approximately 6000 large entities functioning
within the EU area. The European Commission plans to extend the non-financial reporting
obligation, currently required of large entities, to small and medium-sized enterprises
as well.

Micro, small and medium-sized enterprises (SMEs) constitute 99% of the companies
in the contemporary market economy. They provide two-thirds of private-sector jobs
and contribute to more than half of the total added value created by businesses in the
EU. Their operation is of great significance to owners, employees, local communities and
primarily—the macro-economic growth of the country. SMEs should be treated as the main
element of the global economy (Rittenhofer 2015). The problems and challenges they face
are most frequently resolved intuitively, with the practice of operation of SMEs only using
the achievements of management sciences to a rather minor extent. The recent years have
resulted in an intensification of discourse concerning the development of the SME sector.
This issue has been the subject of scientific analyses in various fields and dimensions. It
itself proves that SMEs are of enormous significance for the operation of the contemporary
economic market (Ali Qalati et al. 2020).

Many of those managing SMEs do not have formal, scientific knowledge in terms
of financial management, which is necessary to conduct balanced economic activity. The
specifics of the operations of SMEs should be taken into account when designing manage-
ment mechanisms. The non-financing report is not to be solely reserved for large economic
entities. It does, however, require adaptation to the size of the entity due to the limited
scope (Ruzzier et al. 2015).

The term “socially responsible enterprise” is not reserved only for large business
entities. Regardless of company size, CSR values matter (Baumann-Pauly et al. 2013), and
SMEs may benefit from being socially responsible. Small and medium-sized enterprises
are also able to meet the challenge of sustainability goals (SDGs) Most importantly, the
implementation of CSR is not directly a function of company size. Non-financial reports
have become an important tool in CSR management. The study aims to investigate the
standardization of non-financial reporting in the case of the SME sector. It assesses the
regulatory landscape of non-financial reporting as a management tool of sustainability.

The first stage of the research is based on the method of analysis and criticism of
the literature. This stage is auxiliary and constitutes a starting point for further research.
Quantitative methods are used to analyze the data. The study is based on historical
sources. The study uses statistical data published by: GRI Database. The Global Reporting
Initiative (GRI) is the most commonly used of those frameworks and has produced several
generations of guidelines (Simmons et al. 2018). Interpretation based on the available
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literature on the subject and the analysis of reports will help to draw a picture of non-
financial reporting from the perspective of SMEs.

The article is divided into the following sections: introduction, the review of the
literature, materials and methods results, discussion, conclusions and references. The sec-
tion on results includes standardization options for non-financing reporting, non-financial
reporting depending on the size of the entity. The conclusions and discussion sections
indicate the most important results and further research topics.

2. The Review of the Literature

It has been almost four decades since environmental disclosure has been an area of
interest and attention for academic researchers (Elgobbi et al. 2020). Similarly, the problem
of scarcity has been discussed for many years. It can be defined as the basic economic
problem of people having limited resources with a simultaneous increase in demand
for individual goods. Customers pay attention to these issues while making decisions
(Ingaldi et al. 2021). Recently, stakeholders have demanded that reporting of a company
provide social and environmental information as well as the financial information reported
in the financial statement (Panggabean et al. 2014). Corporate social responsibility has now
been widely accepted as an essential issue for corporations (Bidari and Djajadikerta 2020).
It is also important to remember the limitations of the concept itself. The central aspect
of transparency is balance, which means both positive and negative disclosure. Firms
are expected to be transparent about the impacts and outcomes of their CSR, but are they
(Einwiller and Carroll 2020)?

A sustainability report is an organizational report that gives information about the
economic, environmental, social and governance performance. In other words, sustain-
ability reporting is the practice of measuring, disclosing and being accountable to internal
and external stakeholders for the company’s ability to achieve sustainable development
goals and manage impacts on society (Calabrese et al. 2017). Providing stakeholders with
information about the organization’s activities in its economic, social and environmental
dimensions is the main function of the CSR (Corporate Social Responsibility) reporting
process. In this way, the enterprise demonstrates the effectiveness of its actions in the area
of social responsibility management. CSR reporting should be a part of the process of
creating the organization’s strategy and implementing its action plans (Krištofik et al. 2016;
Piersiala and Grabińska 2018).

Non-financial reporting at the national level is being researched by many scientists.
Caesaria and Basuki analyzed the situation of Indonesia. They concluded that economic,
environmental, and social aspects have a positive significant influence on the market
performance of entities (Caesaria and Basuki 2017). Truant, Corazza and Scagnelli tested the
relationship between a large Italian organization’s level of risk disclosure and other relevant
variables (Truant et al. 2017). Woźniak and Pactwa compared the value of revenues to the
budgets of local government units (communes) to the operating fee paid by entrepreneurs
and expenditures of these municipalities on environmental protection, as the additional
support by these entities in Poland (Woźniak and Pactwa 2017).

The limits of financial disclosure in fulfilling the investors’ needs have led to the
request for reporting frameworks, capable of incorporating information of different na-
tures. Integrated reporting (IR), which is the latest novelty in the organizational reporting
practice, promises to gather the material on the financial and non-financial information
(Frost n.d.; Stubbs and Higgins 2018; García-Sánchez et al. 2020).

Small-sized enterprises, very often constitute the backbone of the economy (Niciejew-
ska and Kiriliuk 2020). Maj, Hawrysz and Bębenek verified whether selected variables, that
is: the size of the company, the issue of operating on foreign markets and the financial per-
formance influence the detail of the disclosed non-financial information (Maj et al. 2018).
Their analysis has shown, that only in a few cases a statistically relevant dependency
between analyzed variables exists, that is, between the size of the company and the
disclosure of social and employee-related information towards internal stakeholders, be-
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tween operating on foreign markets and the disclosure of social and the employee-related
information towards external stakeholders, between the financial performance of the orga-
nization and respect for human rights, anti-corruption and bribery matters as well as the
employee diversity.

Over the last decade, the confidence in reliable financial information has been signif-
icantly dented, which has largely influenced the change in the EU arrangements for the
disclosure of non-financial matters (Wójcik-Jurkiewicz and Emerling 2020). At present, the
topic of non-financial reporting is studied and described by many researchers and their
conclusions are widely published. Obłoz presented the evaluation of the development
of non-financial reporting in Poland before the EU Directive 2014/95/EU took effect in
2017. The analysis of non-financial companies’ reports led by the author, who so far had
published the information and non-financial results freely, allowed to define market trends
and good reporting practices in the Polish market (Obloza 2018).

The disclosure of the non-financial information by stock-exchange-listed companies
in Poland, in the light of the changes introduced by the Directive 2014/95/EU is described
by Szadziewska, Spigarska and Majerowska. Results of their research on non-financial
reporting encompass the last reporting period prior to the introduction of the changes
to the Act on Accounting. Their paper presents the results of an analysis of corporate
non-financial disclosures in Poland within five sectors, that is, food, paper and wood
products (furniture), chemical, energy and construction (Szadziewska et al. 2018).

While company size does not by definition determine the CSR implementation ap-
proach, the size implies a range of organizational characteristics, some of which are more,
others less, advantageous for implementing CSR (Baumann-Pauly et al. 2013). Socially
responsible business and ethical behavior of companies have been of interest to academia
and practice for decades. However, the focus has almost exclusively been put on large
corporations, while small- and medium-sized enterprises (SME) have not received as much
attention (Hammann et al. 2009). In a financial economic scenario, in which the corporate
survival of small and medium enterprises (SMEs) is more conditioned than ever with
the competitive performance, this article aims to show that the strategic incorporation of
socially responsible actions, more concerned and engaged with stakeholders, contributes
to improving the competitiveness of these organizations (Herrera Madueño et al. 2016).
Spanish and Peruvian examples show that the values of the owners and managers direct
the policies of CSR. In some cases, the demands of employees and consumers are satis-
fied with obtaining benefits; however, in other cases, those demands are satisfied with a
non-instrumental approach (Moneva and Hernández-Pajares 2018).

The limits of the financial disclosure in meeting the investors’ needs have led to
the request for reporting frameworks capable of incorporating information of different
natures. Integrated reporting (IR), which is the latest novelty in organizational report-
ing practice, promises to bring together material financial and non-financial information
(Raimo et al. 2021). Entrepreneurs must skillfully use available information and resources
in such a manner that ensures their company’s survival, development and competitive-
ness in the market. Therefore, it is up to the entities to decide whether to supplement
the established information scope of the financial statements with disclosures that are
important for the implementation of principles for a true and faithful picture of their entity
(Chluska 2016).

SMEs, despite being able to adapt to the changing environment more effectively
and faster than large business entities, are exposed to a number of difficulties (Kokot-
Stępień and Krawczyk 2017). They often face difficulties in accessing capital, external
funding sources, also information and infrastructure, as well as modern technologies and
innovations, especially in the early stages of development. The management of small- and
medium-sized enterprises is characterized by certain specificities that distinguish it from
the management of large economic entities. This is pointed out by authors of numerous
publications in this field (Brendzel-Skowera 2021; Chandra et al. 2020; Kiełtyka and Smoląg
2015; Kuraś 2020; Rudawska 2018; Ciekanowski and Wyrębek 2020). They do not use tools
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useful for management, which limits their development. Development issues are relegated
to the background, giving way to current issues (Waśniewski 2014). Cluster Management
Organization CMO can support SMEs, through joint action initiatives, in their transitions
towards identifying sustainability-related objectives and in the adoption of hands-on and
actionable management tools (Jiménez et al. 2021). Adapting the selected tools to their
specifics, may increase the quality of the management.

In 2018, The European Federation of Accountants and Auditors for SMEs (EFAA)
published the results of a survey from 14 European Countries. The EFAA suggested that
the following policy considerations should be taken into account for further discussion:

- SMEs should be encouraged to consider voluntarily providing NFI as this may yield
benefits to them, their stakeholders and the wider public;

- Some elements of the Non-Financial Reporting Directive (NFRD) might be suitable
for voluntary adoption by SMEs;

- National regulators should be encouraged to refer to the NFRD if formulating NFI
requirements for their SMEs as this will help enhance the international comparability
of NFI reporting by SMEs.

Legal aspects of non-financial reporting requirements for small and medium-sized
enterprises do not exist. The EU law requires large companies to disclose certain infor-
mation on the way they operate and manage social and environmental challenges. This
practice helps investors, consumers, policymakers and other stakeholders to evaluate the
non-financial performance of large companies and encourages these companies to develop
a responsible approach to business. Directive 2014/95/EU—also called the non-financial
reporting directive (NFRD)—lays down the rules on disclosure of non-financial and di-
versity information by large companies. This directive amends the accounting directive
2013/34/EU. Companies are required to include non-financial statements in their annual
reports from 2018 onwards. EU rules on non-financial reporting only apply to large public-
interest companies with more than 500 employees. This covers approximately 6000 large
companies and groups across the EU, including: listed companies, banks, insurance compa-
nies and other companies designated by national authorities as public-interest entities. The
European Commission plans to extend the obligation of non-financial reporting, to which
large entities are currently obliged, also to small and medium-sized enterprises. Extensive
consultations are currently being carried out in this regard.

Due to the possibility of the emergence of a legal obligation of non-financial reporting
for small and medium-sized enterprises, further increases in CSR-related reporting can be
forecasted. The growing level of non-financial reporting among SMEs and, at the same
time, the growing trend of enterprises not using any of the GRI indicates the need to create
a standard dedicated to this particular group of entities.

A significant challenge for entities preparing various regulations and standards is to
create an attractive offer of products dedicated to enterprises from the SME sector. The
situation is similar when it comes to CSR reporting. As research shows, micro, small and
medium enterprises still rarely (although increasingly often) prepare non-financial reports.
It is worth constructing such an offer to enable small and medium companies to implement
ambitious management processes, including the use of CSR.

The research carried out by the Academy for the Development of Philanthropy showed
that owners of small companies do a lot of what we call responsible business, not knowing
the conceptual apparatus assigned to CSR (EFAA 2018). They are motivated by recognition
in the local environment. It worked on the principle: I am an employer and I want to be
a good neighbor, a good boss. Ownership reputation was a very important element in
building human teams. Also, supporting local communities, or community involvement.
These are the pillars of local CSR in SMEs. Intuitive action has its advantages and is
particularly valuable for companies. Developing financial reporting standards, taking
into account the specifics of SME operation, will raise awareness and give tools for more
effective management using CSR. These standards may be all the more necessary as the
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European Commission is consulting on extending the reporting obligation to small and
medium-sized entities.

The literature on the subject and many national and international reports intensively
address the issue of constraints on SME growth due to funding gaps. The expansion
requires a supply of funds, which may be of various origins, own and foreign, domestic
and foreign, public and private, repayable and non-repayable, etc. In order to access each
of these, it is important to present the enterprise in the best possible light. A financial report
is a synthetic picture of a company, but it is worth extending it with information on CSR.

The topic of the study as well as the analysis of literature and industry reports point
to the following research questions:

- Q1: What are non-financial reporting obligations for small and medium-sized enter-
prises?

- Q2: What are the options for standardizing non-financial reporting for small and
medium-sized enterprises?

- Q3: What are the needs of small and medium-sized enterprises in the area of stan-
dardization of non-financial reporting?

3. Materials and Methods

The study is based on historical sources. The study uses statistical data published by:
GRI Database. Publications developed by this institution are highly reliable, and thus, the
collected research material is credible. It is the best known and most widely used docu-
ment to aid the preparation of non-financial reports for organizations around the world
(Czaja-Cieszyńska 2018). Its strategic partners include the Organization for Economic Co-
operation and Development (OECD Guidelines for Multinational Enterprises), the United
Nations (Global Compact and Communication on Progress) or the International Organi-
zation for Standardization (ISO 26000, International Standard for Social Responsibility).
It is easier for organizations to communicate their efforts to support the UN Sustainable
Development Goals (SDGs), by using the most widely adopted standards for sustainability
reporting—the GRI Standards.

The organization also collects non-financial reports from all around the world in
its database. The GRI Sustainability Disclosure Database is a publicly available online
repository of sustainability reports, both GRI and non-GRI based. This database includes
thousands of reports published since 1999. It allows the user to search for reports by several
criteria including: size (see Table 1), sector, country, region, report type, report year. Thanks
to such an advanced filtering system for GRI search engine reports, it was possible to select
the data subject to further analysis. From the perspective of the study, the most important
criteria will be the breakdown by the entity size and the year of publication of the report.

Table 1. Definitions of size of the entity.

Enterprise Category Headcount Turnover Balance Sheet Total

Organizations are classified as SMEs based on local regulations. In the absence of local regulations
classification based on the EU definition for SMEs

SME <250 50 million Euro or 43 million Euro

For Large Enterprises and MNEs, GRI follows the EU definitions of size

Large >250 >50 million Euro or >43 million Euro

MNE >250 and multinational >50 million Euro or >43 million Euro
Source: (GRI 2020).

The study covered the period from 1999–2020. At the time of the survey, the GRI
database contained 63,744 reports. For the purposes of this study, three filters were used:

- Size,
- Report type,
- Report year.
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The first group divided the reports into three groups: Large, MNE and SME. The
quantitative criteria for this division are listed in Table 1. The field report type indicates the
version of the GRI Guidelines applied in the report: GRI–G1 (published in 2000), GRI–G2
(published in 2002), GRI–G3 (published in 2006), GRI–G3.1 (published in 2011), GRI–G4
(published in 2013), GRI–Standards (published in 2016), Citing-GRI, No GRI. The last filter
used relates to the time period 1999–2020. Due to the ongoing review of the database
information on the GRI platform to avoid misinterpretation of data and trends, the Report
Year filter is disabled for the years 2018, 2019 and 2020. The 2018–2020 period was treated
in total and then the average values were calculated.

The detailed data on the use of standards by SME entities is presented. The data
gathered from the GRI Database are presented in tables in numerical form. The percentage
share depending on the size of the entity is calculated. The results of the study are also
presented in the form of a chart.

4. Results

The question concerning the legal obligation of non-financial reporting for small and
medium companies will be answered first. Then, the most frequently used options for
standardizing non-financial reporting will be presented. The analysis of their usefulness
from their point of view will be performed.

4.1. Standardization Options for Non-Financing Reporting

What are the prospects for the upward harmonization of regulatory standards, and
why do governments support or oppose more stringent supranational regulation? Kinder-
man attempts to answer these questions (Kinderman 2020). There have been numerous
initiatives that started to build the theoretical background behind the possible approaches
to guide non-financial reporting. For that reason, various international organizations have
been established (De 2020).

By imposing the obligation to prepare non-financial reports, the legislator allows
entities to choose the way of preparing the report. Enterprises do not have a duty to use any
formalized standards or guidelines. They are obliged only to refer to these issues assigned
in the Directive and, as a consequence, the amended Accounting Act. The international
business environment offers many standards, guidelines, and reporting frameworks that
entities may adopt when preparing a non-financial report:

- Global Reporting Initiative (GRI),
- Standard of Non-Financial Information (SIN)
- Communication on Progress (Global Compact),
- International Integrated Reporting Framework,
- Guidance on Corporate Responsibility Indicators in Annual Reports,
- KPIs for ESG,
- Model Guidance on Reporting ESG Information for Investors,
- Reporting framework in line with the UN Guiding Principles on Business and Hu-

man Rights,
- Carbon Disclosure Project,
- Greenhouse Gas Protocol Corporate Standard,
- Principles for Responsible Investment,
- OECD guidelines for multinational enterprises,
- PN-ISO 26000: 2012 regarding social responsibility and others.

Taking into consideration the lack of strict legal regulations while so many opportuni-
ties, a good approach to the situation could be using one of the available norms, guidelines
or standards. The report with the usage of these standards leads to more trust. It can be
also decided on an indirect output: formally, neither reporting using any of the standards
nor relying on any of them, that is, treating it as a support. There are many guideline
options, but only some of them are described widely enough to allow reporting all of the
aspects, which are directly shown in a law. Each of the methods and tools has its strong
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and weak points. There is not a single entirely good solution. All of the people who are
reporting should be aware of one thing: no matter which standard or guidelines they are
using, it is necessary to include in the report all elements referred to in the directive.

It is worth analyzing which of these standardization norms relate to the mandatory
issues in the Directive (Directive 2014/95/EU of the European Parliament and of the
Council), that is:

- Environmental,
- Social and labor rights,
- Human rights,
- Anti-corruption.

The following stage will address the applicability of the norm depending on the size
of the company. In Table 2, a synthetic summary of selected standardization options is
presented, taking into account the name, the entity developing the standard, the reporting
areas covered. It is particularly important from the point of view of the subject matter,
which entities it is dedicated to, and whether it can be used by SMEs.

According to authors of the rapport Carrot and Sticks from 2016, almost 30% of report-
ing instruments apply only to large listed companies and of these, almost three-quarters
(73%) are from financial market regulators and stock exchanges. A further 14% of all instru-
ments apply to large companies, both listed and unlisted. Around 40% of sustainability
reporting instruments apply either to all companies (without distinction by size, listing
or sector) or to all companies except for state-owned companies. Large companies in the
public eye are arguably more likely to attract scrutiny for their sustainability performance
than many smaller companies.

Despite this, small and medium enterprises (SMEs) play a critical role in global value
chains because large companies often rely on them to supply raw materials, goods and
services. There is therefore an ongoing debate around whether SMEs should account for
their sustainability impacts in the same way as most large companies do. Policymakers face
a dilemma here. SMEs have limited resources to report so voluntary instruments may have
limited impact. This leaves policymakers and regulators with the decision of whether or
not to introduce instruments that mandate sustainability reporting by smaller companies.

Based on the information in Table 2, the following conclusions can be reached:

- Ten standardization options of international relevance were analyzed, addressing
mandatory issues (environmental, social and labor rights, human rights, anti-corruption)
on which entities of all sizes and activities can rely.

- Eight of the ten norms refer to all four mandatory areas of financial reporting (envi-
ronmental, social and labor rights, human rights, anti-corruption). This means that
they are mostly quite universal. The International Integrated Reporting Framework
prepared by the International Integrated Reporting Council (IIRC) does not address
the issue of corruption. In contrast, the Guidance on Corporate Responsibility Indica-
tors in Annual Reports by UNCTAD developed by the United Nations Conference on
Trade and Development omits environmental and human rights issues.

- Among the addressees of the standards, we can find enterprises, government agencies,
administrations, cities, social and educational organizations, employers’ organizations,
trade unions. Most entities stress that standards can be applied regardless of size or sector.

- Five of the ten standards can be applied regardless of the size of the entity. This means
that half of them can also be applied to micro, small and medium-sized enterprises.
The Communication on Progress developed by the UN Global Compact excludes
entities with up to 10 employees, that is, in practice all micro entities. The KPIs
for ESG of the European Federation of Financial Analysts Societies and the DVFA
Society of Investment Professionals in Germany are specifically designed for stock
market investors.

The presented information indicates that there is no option to standardize non-
financial reports individually adapted to the specificity of SMEs.
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Table 2. International non-financial reporting standards.

Name of the Standard/Issuing Institution
Reporting Area

Who Is It for?
Can It Be Implemented

in the SME Sector?Environmental
Issues

Social and
Employee Issues

Human
Rights Anti-Corruption

GRI Sustainability Reporting Guidelines
(GRI Standards/GRI G4)—Global

Reporting Initiative (GRI)
+ + + +

Business, government agencies, cities,
social and educational organizations,

regardless of size and industry.
Yes

Communication on Progress (COP)—UN
Global Compact + + + +

The reporting system was created for the
signatories of the 10 Principles of the

Global Compact. They can be organizations
employing at least 10 employees,

representing various sectors of business,
local government, and social organizations.

Yes, excluding
micro-entities

International Integrated Reporting
Framework—International Integrated

Reporting Council (IIRC)
+ + + - Enterprises Yes

Guidance on Corporate Responsibility
Indicators in Annual Reports

UNCTAD—United Nations Conference on
Trade and Development (UNCTAD)

- + - + Enterprises Yes

KPIs for ESG European Federation of
Financial Analysts Societies (EFFAS) and

DVFA Society of Investment Professionals
in Germany

+ + + + The guidelines have been developed for all.

Recommended for
companies listed on
stock exchanges or

issuing bonds.

Model Guidance on Reporting ESG
Information to Investors Sustainable Stock
Exchanges Initiative—the United Nations

Sustainable Stock Exchanges
(SSE) initiative

+ + + + Stock exchanges around the world. No

UN Guiding Principles Reporting
Framework—Human Rights Reporting and
Assurance Frameworks Initiative (RAFI)

+ + + + Enterprises regardless of their size, location,
sector and type of activity. Yes
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Table 2. Cont.

Name of the Standard/Issuing Institution
Reporting Area

Who Is It for?
Can It Be Implemented

in the SME Sector?Environmental
Issues

Social and
Employee Issues

Human
Rights Anti-Corruption

Principles for Responsible Investment (UN
PRI)—United Nations (UN) + + + +

Institutional investors, signatories of the
UN PRI initiative, which consists of 6
principles of responsible investment.

No

OECD Guidelines for Multinational
Enterprises (OECD Guidelines for

MNEs)—Organization for Economic
Cooperation and Development, (OECD)

+ +. + +

Multinational enterprises, including
companies or other entities established in

several countries that enable them to
coordinate their activities.

No

ISO 26000 Guidance on social
responsibility—International Organization

for Standardization (ISO)
+ + + +

Enterprises, non-profit organizations,
administration, employers’ organizations,

trade unions. Regardless of size or industry.
Yes

Source: owned elaboration based on (PRI n.d.; UN Guiding Principles n.d.; SSE n.d.; EFFAS n.d.; UNCTAD n.d.; Integrated Reporting n.d.; UN Global Compact n.d.; GRI n.d.; PKN n.d.).
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4.2. Non-Financial Reporting Depending on the Size of the Entity

The essence of the social responsibility reporting process is contained in the selection of
properly presented non-financial data and the manner of their presentation (Piłacik 2019).
A consistent framework for social responsibility reporting is the Global Reporting Initiative
(GRI) guidelines developed by a non-profit association, whose activities are based on the
cooperation of a network of stakeholders and the support is being received from the United
Nations Environment Programme.

Table 3 and Figure 1 show the level of development of non-financial reporting in the
period from 1999 to 2020. The calculations presented, based on data taken from GRI, allow
the following conclusions to be drawn:

- The level of non-financial reporting is steadily increasing. Each year brings an increase
in the number of reports. The largest quantitative increase took place in 2011, with
1310 reports (2011—3960 reports, 2010—2650 reports). The largest percentage increase
in the number of reports was achieved in 2006, by almost 55% (2005—446 reports,
2006—688 reports).

- Regardless of the size of the company, the number of reports increased every year. Dur-
ing the period in question, there was a significant predominance of reports prepared
by large entities—61.07%, with reports prepared by large international entities (MNEs)
accounting for 26.9% and small and medium-sized entities accounting for 12.03%.

- It is important to highlight the clearly discernible trend of increasing the level of
reporting among small and medium-sized entities. Their share in the total number of
reports in the over 20-year period under review increased from 3.5% to 17.33%. The
average for the period was 12.03%.

- The share of large international (MNE) reporting has fluctuated over the period
studied. It was highest in 2015 at 29.24% and lowest in 2005 at 23.32%.

- The share of reports of the largest entities decreased from almost 70% in the first years
to a level of 56.69% in 2018–2020.

- Taking into account the share, the importance of non-financial reports of small and
medium-sized entities is increasing with an overall increase in the number of reports.
This means that this sort of report is of significance also for small entities, despite the
absence of a legal obligation to prepare reports.

The analysis of the information presented in Table 4 allows several essential conclu-
sions to be reached:

- The detailed analysis of individual years and selected standardization options shows
that SMEs strive to use the latest recommended standards. In the last analyzed period
between 2018–2020, they most often use GRI Standards. More than 50% of all reports
in the database during this period were developed with the usage of this standard.

- Throughout the 1999–2020 period, GRI–G3 was used most frequently. GRI–G1 (0.12%)
and GRI–G2 (1.19%) were the least frequently used, in the early years the use of these
standards was high.

- It is disturbing the increasing values in the NO GRI column. In the first period, 4 out
of 19 reports (~20%) did not use GRI. In 2017, the value was the highest—455 out of
833 reports (almost 55%). Looking at the average for the whole period 1999–2020, it
can be concluded that one-third of the reports did not rely on any of the GRI standards.

- Once again, the increase in the number of non-financial reports among SMEs can
be confirmed. This confirms the growing importance of reports as an element of
business management.
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Table 3. Development of non-financial reporting from 1999 to 2020.

Report Year All Reports SME MNE Large
Percentage in All

SME MNE Large

1999–2003 542 19 145 378 3.51% 26.75% 69.74%
2004 320 15 84 221 4.69% 26.25% 69.06%
2005 446 30 104 312 6.73% 23.32% 69.96%
2006 688 50 184 454 7.27% 26.74% 65.99%
2007 1004 77 275 652 7.67% 27.39% 64.94%
2008 1513 132 393 988 8.72% 25.97% 65.30%
2009 1998 203 499 1296 10.16% 24.97% 64.86%
2010 2650 275 643 1732 10.38% 24.26% 65.36%
2011 3960 425 1012 2523 10.73% 25.56% 63.71%
2012 4708 521 1251 2936 11.07% 26.57% 62.36%
2013 5326 588 1435 3303 11.04% 26.94% 62.02%
2014 5965 660 1654 3651 11.06% 27.73% 61.21%
2015 6458 718 1888 3852 11.12% 29.24% 59.65%
2016 7117 745 1986 4386 10.47% 27.91% 61.63%
2017 7330 833 2031 4466 11.36% 27.71% 60.93%

Average
2018–2020 * 4573 792 1188 2592 17.33% 25.99% 56.69%

∑ 2018–2020 * 13,719 2377 3565 7777 17.33% 25.99% 56.69%
∑ 1999–2020 63,744 7668 17,149 38,927 12.03% 26.90% 61.07%

* As the information for 2018–2020 is incomplete due to ongoing data collection and the Standards Report
Registration process, the search on the report year filter is disabled for the years 2018 and 2019. This change was
made to avoid any data or trend misinterpretations. 2018–2020 years—these reports were found using the other
available filters, therefore, a total value is shown for this period. Source: owned elaboration based on (GRI n.d.)
(24.11.20.).
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Figure 1. The level of non-financial reporting depending on the size of the enterprise. * As the
information for 2018–2020 is incomplete due to ongoing data collection and the Standards Report
Registration process, the search on the report year filter is disabled for the years 2018 and 2019. This
change was made to avoid any data or trend misinterpretations. 2018–2020 years—these reports
were found using the other available filters, therefore, a total value is shown for this period. Source:
owned elaboration based on (GRI n.d.) (24.11.20.).
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Table 4. Reporting in small and medium-sized enterprises using GRI 1999–2020 (in percentage).

Report Year SME Reports GRI–G1 GRI–G2 GRI–G3 Non GRI GRI–G3.1 GRI–G4 GRI Standards Citing–GRI

1999–2003 19 9 (47.37%) 6 (31.58%) 4 (21.05%)
2004 15 11 (73.33%) 3 (20%) 1 (6.67%)
2005 30 28 (93.33%) 2 (6.67%)
2006 50 37 (74%) 9 (18%) 3 (6%) 1 (2%)
2007 77 8 (10.39%) 62 (80.52%) 6 (7.79) 1 (1.3%)
2008 132 1 (0.76%) 118 (89.39%) 9 (6.82%) 4 (3.03%)
2009 203 183 (90.15%) 14 (6.9%) 6 (2.96%)
2010 275 242 (88%) 25 (9.09%) 8 (2.91%)
2011 425 172 (40.47%) 98 (23.06%) 31 (7.29%) 24 (5.65%)
2012 521 200 (28.06%) 143 (27.45%) 139 (26.68%) 38 (7.29%)
2013 588 165 (38.39%) 190 (32.31%) 172 (29.25%) 13 (2.21%) 48 (8.16%)
2014 660 97 (14.07%) 228 (34.55%) 126 (19.09%) 145 (21.97%) 64 (9.7%)
2015 718 38 (5.29%) 246 (34.26%) 65 (9.05%) 296 (41.23%) 73 (10.17%)
2016 745 327 (43.89%) 336 (45.1%) 3 (0.4%) 79 (10.6%)
2017 833 455 (54.62%) 259 (31.09%) 49 (5.88%) 70 (8.4%)

1999–2017 5291 9 (0.17%) 91 (1.72%) 1386 (26.2%) 1753 (33.13%) 533 (10.07%) 1049 (19.83%) 52 (0.98%) 418 (7.9%)
2018–2020 * 2377 844 (35.51%) 110 (4.63%) 1253 (52.71%) 170 (7.15%)
1999–2020 7668 9 (0.12%) 91 (1.19%) 1386 (18.08%) 2597 (33.87%) 533 (6.95%) 1159 (15.11%) 1305 (17.02%) 588 (7.67%)

* As the information for 2018–2020 is incomplete due to ongoing data collection and the Standards Report Registration process, the search on the report year filter is disabled for the years 2018 and 2019. This
change was made to avoid any data or trend misinterpretations. 2018–2020 years—these reports were found using the other available filters therefore, a total value is shown for this period. Source: owned
elaboration based on (GRI n.d.) (24.11.20.).



J. Risk Financial Manag. 2021, 14, 417 14 of 18

5. Discussion

The results of the conducted analyses allow answering the research questions raised:

- What are non-financial reporting obligations for small and medium-sized enterprises?
- What are the options for standardizing non-financial reporting for small and medium-

sized enterprises?
- What are the needs of small and medium-sized enterprises in the area of standardiza-

tion of non-financial reporting?

Currently, there is no legal obligation for small and medium-sized entities to report
non-financial information. However, this legal status may change due to two reasons.
The first of these is the growing importance of non-financial reports in making economic
decisions. Traditional financial reports, which were supposed to be of objective nature due
to their synthetic features, are found to be insufficient. Secondly, in Europe, and indeed
in many if not most other regions, small and medium-sized enterprises account for the
majority of private-sector GDP, employment and environmental and social impact. It is
perhaps no surprise then that some wonder whether SMEs should disclose such impacts.
The European Commission is considering the extension of the non-financial reporting
obligation for SMEs. Extensive consultations are currently taking place in this regard.

International business organizations offer many norms and standards that can improve
the quality of non-financial reporting. Many of them refer to all four most important areas
(environmental, social and labor rights, human rights, anti-corruption). However, there
is no standard that takes into account the specificities of SMEs. Taking into account the
growing interest in non-financial reporting and the importance of SMEs and their unique
character, there is a need to create standardization norms for these entities, similarly to
many other procedures in areas of management.

Accounting is more than a technical methodology for accumulating data of financial
position and performance (Atkins et al. 2018). It has the potential to encourage change at
the social, organizational and individual levels. Accounting systems, and the information
they produce, are thus assumed to facilitate accountability, the giving and demanding
of reasons for conduct (Du Rietz 2018). Accountants need to know that any accounting
information is flawed, it highlights certain issues and conceals others, it does not question
that information facilitates the demand for accountability and enables control. The same
is true of non-financial information, it should be as unbiased, fair and factual as possible.
Reporting standards go a long way toward making data more objective. However, they
do not provide 100% assurance on the impartiality of the information. Nevertheless, it is
important to study the non-financial information that they provide because disclosure of
nonfinancial information is a way to improve companies’ transparency and communication
of social and ethical practices.

The non-financial statement ceases to be voluntary and becomes a legal obligation
for many companies. Legislators leave entities free to choose their reporting standards,
and the standard formulas often allow for a fair amount of autonomy in choosing what is
to be included in the report. There is not always a legal obligation for external integrity
verification similar to that performed by auditors for financial reports. Thus, for non-
financial reports, which are used to communicate with stakeholders, companies choose at
their own discretion the data they consider relevant. It is to be trusted by stakeholders that
the information is reliable and of essence from the stakeholders’ standpoint.

6. Conclusions

Today’s accounting cannot be limited to a synthetic numerical description of business
management. It must take into account reporting sustainability goals (SDGs). The tradi-
tional approach to accounting that reduces it to a field of science conflicts with the idea of
non-financial reporting. The redefinition of the financial reporting model as well as changes
in its structure and scope are driven by the changing information needs of financial reports
users (Śnieżek et al. 2018). They want to make decisions based on financial and asset
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information from traditional financial statements, information about adopted strategies.
The impact on the socio-economic environment is also deemed important to them.

Non-financial reporting is a toll on sustainability. It is also a form of transparency
reporting where businesses formally disclose certain information not related to their fi-
nances, including information on human rights, environmental, social and labor rights, and
anti-corruption. It helps organizations to measure, understand and communicate impacts
of those areas, as well as set goals, and manage change more effectively.

The concepts, according to which organizations at the stage of strategy building take
into account social interests and environmental protection as well as relations with other
entities, have already existed for two decades. Combining these two elements resulted
in creating non-financial reports. The research in this field intensified the introduction of
Directive 2014/95/EU. Obligatory reporting of non-financial entities by selected entities
occurred for the reports for 2017. This is a breakthrough moment for the social side of
business. SMEs are currently excluded from the NFRD, although those in the supply
chain of larger companies may already be dealing with demands for more non-financial
information. Such SMEs would likely be aware of the impact of future changes to the scope
of legislation.

Different studies indicate that SMEs can found benefits in their CSR performance.
Being a socially responsible entity is a sign of prestige. Companies, for which CSR values
matter, far more quickly observed that the fact of being socially responsible is worthbeing
presented. An essential tool in this process became social reports. The reporting period for
2017 turned out to be a breakthrough. Before the EU Directive 2014/95/EU appeared, in
some countries, there was already an obligation to report non-financial data. It can be noted
that CSR communication practice is heading for new shores. Economic pressure, legal
and political requirements, reputation risks in the digital media and well-being-oriented
generation of employees (Weder et al. 2019). The concept of communication responsibility
as a normative framework for corporate communication is evolving. In preparing for
further discussion, it is imperative to take into account SME entities, which have been
wrongly left out of the CSR discussion.

As usual, this investigation may have a number of potential shortcomings restricting
its validity. One is the clear focus on regulations stemming from the European legal
mainstream. The second limitation results from the GRI Database. Due to the ongoing
review of their database and its related registration process, the information on this platform
was last updated in December 2020 and is not going to be further populated. In order to
avoid misinterpretation of data and trends, the Report Year filter is disabled for the years
2018, 2019 and 2020, due to a partial upload of data related to that period. The reports
available in the database for 2018–2020 are still searchable through other filters. Despite
the limitations introduced in the GRI search engine, research material was collected for the
period 1999–2020. Therefore, it is the reason for this period being treated as a whole and it
could not be separated into individual years in Tables 3 and 4.

The purpose of this article was to investigate the area of non-financial reporting
standardization in terms of the specificity of small and medium-sized enterprises. The
method of literature analysis in terms of SMEs and nonfinancial information of enterprises
as well as report analysis and own observations was used. The article answers the research
questions raised in a comprehensive manner. However, the topic remains interesting
and will certainly be discussed further at the levels of academic discussion, international
organizations and business practice. The original and new contribution of the study is a
combination of two popular topics: non-financial reporting and SMEs in one topic.

So far, there is no obligation for small and medium-sized entities to report non-financial
information, but this may change in the near future. The interest of small and medium-
sized enterprises in non-financial reporting is growing. Based on the research conducted,
it can be concluded that it is necessary to develop non-financial reporting standards for
SMEs. The presented topic should be monitored in the future. Changes in legal regulations
in this area and their impact on the behavior of enterprises should be checked, especially if
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non-financial reporting becomes obligatory for small and medium-sized enterprises. Will
legal obligation result in the creation of a standard dedicated to SMEs?
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