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ABSTRACT

The purpose of the study was to observe how Small and Medium-sized Enterprises
(SMEs) struggle to develop the sustainability reports that are today important and
required by consumers. The rationale is that the sustainability report is influenced by
governance practices, social responsibility, and environmental impact. The research
successfully summarizes the barriers from 37 influential sustainability report papers by
employing a thorough systematic literature review. It was based on 6 well-known
databases with the limitation of exclusion criteria such as 11 years of research (2012-
2023), used English, and more than 4 pages articles. According to the findings of this
literature review approach, SMEs encounter six different sorts of barriers while trying to
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develop a sustainable report: financial, general attitude, knowledge and technology,
organizational, policies and regulations as well as socio-environmental barriers. Based
on this result, the top management of SMEs will be able to determine how to prioritize
removing the biggest obstacles of their reporting task.

1. Introduction

In Europe and the United States, sustainability reporting dates back to the 1960s and 1970s, when busi-
nesses began to understand that they had a social responsibility that goes beyond maximizing profits.
The first Earth Day, which was observed on April 22, 1970, served as the impetus for the US sustainability
movement and reporting. Following that, the United Nations released the Brundtland Report, also known
as Our Common Future, in 1987, which gave the movement a boost in momentum (Bosi et al., 2022).

Since 1993, there has been an increasing tendency toward reporting on sustainability. The top 250
corporations in the world reported a 96% success rate for the year 2020 (KPMG, 2023). Small- and
medium-sized enterprises (SMEs) are no exception. SMEs are affected by this trend, especially on how to
integrate sustainability reporting into their supply chain management. Due to difficulties enterprises
have integrating economic, social, and environmental factors into their accounting systems, sustainability
reporting is becoming more and more important (Maione, 2023). After the Covid-19 pandemic, digital
innovations are being made and many big companies have applied blockchain technology to track the
sustainability of their supply chains, while others are using artificial intelligence and machine learning to
analyse sustainability data and identify areas for improvement.

ESG (Environmental, Social, and Governance) factors must now be mentioned in yearly reports by compa-
nies. Although ESG factors are often closely related to sustainability reporting, but they are not the same.
Environmental, Social, and Governance factors refer to a broader set of non-financial performance indicators
that are used to evaluate a company’s overall sustainability and responsible business practices
(Waterhouse-Coopers, 2023). These factors can include issues like carbon emissions, labour practices, board
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diversity, and ethical behaviour. On the other side, sustainability reporting is the process of assessing and out-
lining a company’s performance in terms of its governance, social, and environmental responsibilities, often in
accordance with a specific framework or standard. The majority of sustainability reporting focuses on particular
measures relating to governance processes, social responsibility, and environmental impact (Oprean-Stan et al.,
2020). Non-financial information is commonly described in terms of ESG information, which stands for the
three main metrics used to assess a company’s sustainability and social effect (Deloitte, 2021). As a result, ESG
factors can be considered alongside sustainability reporting, but they are not necessarily dependent on one
another. Companies can opt to report on ESG aspects independently or choose to publish their ESG perfor-
mance in a variety of ways, such as through sustainability reporting.

While sustainability reporting is important for both large corporations and SMEs, the benefits and
challenges faced by corporations and SMEs are different, depending on the size and complexity of the
organization. Sustainability reporting for the supply chain of SMEs adopts standardized reporting frame-
works, such as the Global Reporting Initiative (GRI) or the Sustainability Accounting Standards Board
(SASB). These frameworks offer recommendations for writing on a range of sustainability-related topics,
such as governance, social responsibility, and environmental effects. It should be recognized, nonethe-
less, that the motivations for sustainability and finances are distinct: finance-related considerations have
an impact on SASB adoption, while the GRI is affected by corporate governance mechanisms encouraged
by sustainable and ethical practices (Pizzi et al., 2022). The GRI and SASB conducted a joint study to
examine the experiences of larger corporations that use the two sets of standards to meet their report-
ing requirements, particularly in the accounting and finance departments. However, following the GRI
can be challenging for SMEs for several reasons, among them resource limitations, limited expertise,
complexity, and time constraints (Permatasari & Kosasih, 2021). Despite the challenges, by following the
GRI sustainability reporting guidelines, SMEs can demonstrate their commitment to sustainability and
responsible business practices. SMEs can also differentiate themselves from competitors, as well as
improve their transparency and credibility with stakeholders (Stolowy & Paugam, 2023).

The latest research related to sustainability reporting from Maione (2023) explored the detailed anal-
ysis of corporate sustainability reporting tactics, emphasizing the justification for implementing the
Global Reporting Initiative (GRI) standards, the difficulties to be encountered, and the potential ramifica-
tions for accounting experts, managers, policymakers, and academics. Another research from Farisyi,
et al. (2022) deals with the development of sustainability reporting, implemented in developing coun-
tries. There is also research on sustainability indicators for small- and medium-sized industrial firms focus-
ing only on Turkey (Saygili et al., 2023).

Our research fills a void that there is currently no specific research that attempts to comprehend the
overall challenges that SMEs have encountered in creating sustainability reports.

In this research context, the existing knowledge gap refers to the complexities encountered by SMEs
when they undertake sustainability reporting initiatives. While the discipline of sustainability reporting
has made considerable advancements, especially within large corporate entities, the obstructions faced
by SMEs have received minor scholarly attention. SMEs constitute a complex and essential part of the
business landscape, and gaining a deeper understanding of the unique obstacles that SMEs face holds
significant importance in promoting their active participation in sustainability reporting initiatives. The
principal objective of this study is to address the knowledge gap through the systematic examination of
extant scholarly works, where the aim is to consolidate the barriers that SMEs confront across diverse
sectors. This study aspires to lead the way for SMEs to overcome these obstacles, thus facilitating their
meaningful engagement in the subject of sustainability reporting.

In this paper, we address the issue of certain challenges SMEs are having in implementing sustainabil-
ity reporting. This research is important for understanding the difficulties faced by SMEs, enabling them
to tackle them one at a time. Therefore, in the future SMEs will be able to provide sustainability report-
ing. The motivation of the systematic literature review was to integrate those challenges in several indus-
tries such as food, agriculture, fashion, manufacturing, service sector, and others. According to Saunders
and Rojon (2011), a systematic literature review is crucial to a full understanding and to gaining knowl-
edge from prior studies that have high study quality.

The sections of the study are as follows: The introduction is in Section 1, and the other four sections
will be shared as follows. A literature review will be discussed in Section 2. The methodology technique
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is presented in Section 3. The result and discussion are shown in Section 4. The study’s conclusions will
be presented in Section 5.

2. Literature review
2.1. Sustainability reporting explanation

A previous study by Hahn and Kuhnen (2013), became the starting point for this paper to review sus-
tainability reporting and recent developments. The pursuit of economic, social, and environmental goals
by stakeholders, including employees, suppliers, creditors, advocacy groups, and public authorities, deter-
mines an organization’s performance (Hahn & Kuhnen, 2013). Sustainability reporting is important for
organizations attempting to achieve the objectives stated above. By disclosing sustainability information,
for instance, private companies aim to increase brand value, reputation, and legitimacy as well as trans-
parency, enable benchmarking against competitors, signal competition, motivate employees, and sup-
port corporate information and control processes. (Herzig & Schaltegger, 2006). In general, the motivation
for sustainability reporting in organizations focuses on three main items, such as strategic relating to
stakeholders or setting oneself apart from competitors; responsive, ie a situation or change, such as a
financial crisis or a shift in local interests; or following, ie being driven by competing groups, NGOs, or
government body initiatives (Adams & Frost, 2008).

According to Deloitte (2021), executives in business, investors, customers, and regulators are paying
more attention to sustainability and other non-financial data. Many businesses are now aware of how
critical it is to support social and environmental problems in their reporting. The non-financial data con-
sists of descriptions, facts, and opinions that are difficult to explain in monetary terms or that are
expressed in non-monetary terms. Non-financial data could be either retroactive or forward-looking.
Recently they have increasingly played a big role in reporting from many different entities and became
the forerunner for sustainability reporting (Choi & Meek, 2011). As disclosure of non-financial information
became increasingly important, the concept of sustainability reporting was established, which combines
economic, environmental, and social performance into a single report. In the strictest sense, a report can
be mentioned as a sustainability report if it is public and shows the reader how the company is fulfilling
the ‘corporate sustainability issues’ (Daub, 2007). Companies that have a goal of corporate environmental
and social reporting are gaining social recognition and credibility for their efforts (Hongming et al., 2020).
Several benefits have been revealed from the sustainability reporting based on several prior studies. A
study from Petrescu, et al. (2020) that focus on top Romanian companies showed that companies were
able to improve client loyalty and trust in reputation. In addition, the report can support building,
improving, and repairing a brand’s image, as well as implementing a reputation management system for
the online environment. Prior research from Zrnic et al. (2020) revealed that the majority of sustainability
reporting focuses on impact (25%) and framework (19%) due to the close relationship between impact
and framework in the application of sustainability reporting. In terms of framework, the study specified
that the element of diversity should be included as a part of the guidelines and standards of sustain-
ability reporting, while the impact factor is useful when dealing with risk and financial access (Zrnic
et al., 2020).

At the start of its development, the sustainability report’s content did not follow a comparable struc-
ture to that of financial reporting. A technique of reporting that was popular in the 1990s when disclo-
sures from annual reports frequently served as explanations of reporting processes. Some studies, like
those of the multinational Fortune 500, focus on the patterns of multinational companies’ sustainability
reporting. Initially, there is no requirement (Zharfpeykan & Askarany, 2023). After the Rio + 20 United
Nations Conference on Sustainable Development, nations like France, South Africa, Brazil, and Denmark
started to advocate for sustainability reporting. These nations received assistance from the Global
Reporting Initiative (GRI) and the United Nations Environment Programme (UNEP) in their efforts to pur-
sue sustainable development (Hongming et al., 2020). A report from Deloitte (2021) guides the sustain-
ability reporting journey by providing the framework in the following steps (Figure 1). reporting. These
nations received assistance from the Global Reporting Initiative (GRI) and the United Nations Environment
Programme (UNEP) in their efforts to pursue sustainable development (Hongming et al.,, 2020). A report
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Figure 1. Key steps for sustainability reporting. Source: Deloitte (2021).

from Deloitte (2021) guides the sustainability reporting journey by providing the framework in the fol-
lowing steps (Figure 1). The report from Deloitte (2021) explains the steps as guidance for sustainability
reporting through preparation, integration, and reporting (Figure 1). It begins with the understanding of
ESG (Environmental, Social, Governance) objectives, risks, audience, and stakeholders, related to reporting
standards. The internal audit plan and the integration of ESG reporting in accordance with GRI criteria
follow. The reporting step is finalized by conforming the sustainability reporting with recognized stan-
dards, such as SASB to obtain external assurance.

According to SASB Standards (n.d.), the GRI Standards (founded in 1997) and SASB Standards (founded
in 2011) are complementary standards for sustainability reporting. They are built on various conceptions
of materiality and are intended to serve various functions. The SASB Standards concentrate on sustain-
ability concerns that are most likely to have an impact on investor choice. A wide range of stakeholders
are interested in the GRI Standards’ focus on a company’s economic, environmental, and social conse-
qguences concerning sustainable development. Organizations are aware that the landscape of sustainabil-
ity disclosure might appear to be complex and that for businesses that adhere to both sets of criteria,
the reporting effort may be substantial. In summary, the GRI sets standards for companies to report on
their economic, social, and environmental impact, while the SASB focuses specifically on the financial
materiality of sustainability issues (SASB Standards, n.d.). Table 1 below presents the main variations
between SASB and GRI.

Additionally, 98 percent of the industry-based topics addressed by SASB Standards are linked to one
or more Sustainable Development Goals (SDG) targets and are mapped to the SDGs, per SASB Standards
(n.d.). As a result, SASB Standards can offer businesses and investors a useful tool for identifying the SDG
targets that are most pertinent to a particular industry. SASB Standards assist businesses and investors
in allocating funds and other resources to influence the compatibility of certain SDG targets and affect
financial returns. When companies and investors can have a positive influence, mitigate a negative
impact, and yet meet their financial risk-and-return criteria, that is when SASB Standards and SDG objec-
tives connect.

Each framework caters to various stakeholder demands and reporting goals, and both the GRI and
the SASB have their own pros and downsides. Companies should carefully consider their target audi-
ence, materiality analyses, and industry-specific risks and opportunities before deciding on the optimal
framework for their ESG reporting (ESGPRO, n.d.) It is significant to highlight that the GRI and the SASB
are not antagonistic to one another, and businesses decide to combine elements from both frameworks
to create a comprehensive and tailored ESG reporting strategy. By understanding the key differences
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Table 1. Main variations between the GRI and SASB.

GRI SASB
Target audience The GRI is intended for a larger group of The SASB is primarily intended for investors.
stakeholders.
Materiality and scope The importance of an organization’s economic, The financial materiality of ESG variables is the focus of the
environmental, and social impacts on its SASB's definition of materiality.

stakeholders is known as materiality,
according to the GRI.
Industry-specific standards Sector disclosures under the GRI are optional ~Companies are now able to provide comparable data across

and less thorough than those under the sectors because of the industry-specific standards
SASB. developed by the SASB, which offer extensive guidance
on the ESG criteria that are pertinent to each business.
Flexibility vs comparability ~ The GRI's principle-based methodology Although the SASB's standardized, sector-specific approach
enables organizations to tailor their offers more comparability among businesses, it may
reporting depending on their specific restrict organizations’ capacity to customize their
stakeholder needs and context, which can disclosures to their particular circumstances.

result in disclosures that are more
meaningful and contextually relevant.

Reporting levels The GRI provides three reporting levels (Core, The SASB does not have discrete reporting levels; rather, it
Comprehensive, and Sector Disclosures) so mandates that businesses report on all ESG variables that
that organizations can select the amount are financially significant as determined by the relevant

of detail and breadth that best meets their industry-specific standards.
goals and available resources.

Source: ESGPRO (n.d.).

between the GRI and the SASB, companies may choose which framework, or combination of frame-
works, best corresponds with their ESG reporting goals and stakeholder expectations (ESGPRO, n.d.).

Previous research regarding sustainability reporting has been conducted on different topics and in
different countries and some have created different results. The research from Engert et al. (2016) empha-
sized that both internal factors (like company size) and external factors (like industry) can be considered
relevant and influential factors. According to other research, the size and industry of the companies
affected how they adopted the GRI rules, but only the industry of the companies affected how much
they applied the GRI (Legendre & Coderre, 2013). Research from Higgins et al. (2015) mentioned that it
is impossible to say if the sustainability reporting techniques of early and late adopters across a range
of corporate sizes and industries are logical.

2.2. Sustainability reporting in the context of small and medium enterprises (SME)

The urgency of sustainability in all facets of life has been heightened by recent global events related to
climate change. However, there has not been sufficient research on how small and medium-sized busi-
nesses (SMEs) incorporate sustainability ideas into their corporate governance processes. The majority of
studies are carried out in the European and North American environment, while some are done in Asia
(Akomea-Frimpong et al., 2022). The contribution of SMEs can even be described as crucial when consider-
ing the sheer number of SMEs and their significance to the economy. Entrepreneurial businesses are
well-positioned to take advantage of new opportunities created by some of the major difficulties SMEs
today are facing (Smith et al., 2022). According to a prior study by Krawczyk (2021), small and medium-sized
firms (SMEs) account for 99% of all businesses in the contemporary market economy. However, the solu-
tions to the issues and challenges they encounter are typically found instinctively, and the management
sciences’ contributions are only occasionally used in the day-to-day operations of SMEs. The conversation
on the growth of the SME sector has been more intense in recent years (Krawczyk, 2021). Additionally,
significant issues including climate change, diversity and inclusion policies, openness and accountability,
and meticulous record-keeping of data on SMEs' operations should be covered in SMEs’ sustainable report-
ing (Akomea-Frimpong et al., 2022). These problems are seldom overlooked because SMEs are not obligated
to submit sustainability reporting, unlike corporations, where nowadays they must include sustainability
reporting in their annual reports. SMEs are accountable for both industrial and environmental degradation,
even though they do not individually put a lot of strain on the environment (Santos et al., 2022).
Non-financial information (NFI) disclosures have mostly been avoided by small and medium-sized
enterprises (SMEs). Data were gathered from responses given by stakeholders during the European
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Union’s public consultation and the data has been gathered from February to June 2020. However, the
Non-Financial Reporting Directive will change, regarding the value of a condensed NFI standard and/or
reporting format for SMEs; whether this is a practical way to lessen the burden on SMEs; and, ultimately,
whether it should be mandatory or voluntary if it is implemented (Albuquerque et al., 2022).

In the EU context, a study by Santos et al. (2022) evaluated stakeholders’ opinions towards the usage
of simplified non-financial criteria for SMEs. The findings of the study reveal that NFI is beneficial for
SMEs because it makes it easier for businesses to obtain and maintain a competitive advantage (Oduro
et al, 2021), in addition to a positive economic impact on how businesses behave on capital markets
and with stakeholders besides investors (Christensen et al., 2021). SMEs exhibit a relatively low degree of
engagement while having a considerable impact on a country’s economy, employment, and environ-
ment. However, the process of sustainability evaluation can be extremely difficult for SMEs. So, a straight-
forward, effective approach or process that can assess, control, and enhance SMEs’ performance is
required due to the significant impacts they have on a country’s economy (Kassem & Trenz, 2020). A
study from Santos et al. (2022), which also supports the opinions of stakeholders on the potential adop-
tion of a simplified standard of NFI for SMEs, is in line with the study from Kassem and Trenz (2020), as
it is not comparable for SMEs to use the same standards as corporations. Kassem and Trenz (2020) out-
lined three measures to get a streamlined standard for SMEs: (1) selecting and putting into practice a
variety of key performance indicators (KPI), (2) the suggestion of a new comprehensive sustainability
assessment methodology that takes into account all selected KPIs and determines a final sustainability
rating, and (3) by putting in place an information and communication system, you may streamline and
automate the reporting process. However, there is a drawback to the implementation. As the previous
studies are mostly based in the EU context, it may not be applicable in other countries. There are several
considerations for implementing sustainability reporting, ie the diversity of users, topics, objectives, mea-
surements, and whether sustainability reporting is voluntary or mandatory (Christensen et al., 2021). In
fact, not all SMEs, particularly in Indonesia, are able to come up with a set of KPIs, or a system to sim-
plify sustainability reporting, when most SMEs are still struggling with their day-to-day financial report-
ing. This is consistent with previous research that shows SMEs have trouble adhering to GRI
recommendations because they lack the tools, expertise, and incentives necessary to implement sustain-
ability and significantly advance SDGs (Costa et al., 2022; Verboven & Vanherck, 2016).

By integrating sustainability reporting into their operations and placing more of an emphasis on the
long term, SMEs can gain from it (GRI, 2022). According to Tauringana’s (2021) research, the GRI's efforts
to raise sustainability reporting heavily rely on training. Even though the GRI conducts its own training,
the majority of the training is currently delivered by partners who are ‘certified’ to conduct their own
training programs in various nations across the world. As the GRI charges to pay its training expenses,
many organizations in developing nations find it difficult to finance the training. In the context of
Indonesia, SMEs encounter several difficulties when implementing sustainability reporting, one of which
is the absence of suitable rules or standards (Permatasari & Kosasih, 2021). Although the GRI seeks to
improve sustainability reporting in developing nations by creating standards for sustainability reporting
guidance and encouraging stock exchanges to mandate that businesses wanting to list apply the stan-
dards when drafting sustainability reports (Tauringana, 2021), a study from Permatasari and Kosasih
(2021) also mentioned that the most widely adopted business standard in the world, the Global Reporting
Initiative (GRI) Sustainability Reporting Standard, requires reporting entities to conduct numerous tests
and disclose intricate data, including measuring emissions and the volume and type of waste generated
during the reporting period. This is difficult to implement in Indonesia as the GRI rules are viewed as
being too difficult for SMEs to execute, especially small and micro firms with limited funding and
resources.

The implementation methodology of sustainability reporting in Village-Owned Enterprises (VOE) and
SMEs in Indonesia is described in a paper by Kurniawan (2018). The study explained a GRI standard-based
sustainability reporting approach for small and medium-sized businesses and village-owned companies.
The sustainability reporting approach for VOE and SMEs has five stages: (1) prepare; (2) connect; (3)
define; (4) monitor; and (5) report. These five stages are similar to the three key steps of sustainability
reporting from Deloitte (2021). The study also shows that VOE and SMEs that implement sustainability
reporting have the benefits of increased transparency toward stakeholders and improved process
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optimization. Moreover, the finding suggested that, from the perspective of sustainability, VOE and SMEs
can make a greater contribution than other similar businesses. The results of this study’s ramifications
can help more VOE and SMEs build sustainability into their economic endeavours (Kurniawan, 2018).

3. Methodology

Researchers used systematic literature reviews to examine the state-of-the-art and advancement of the
research in particular domains, identify gaps, and suggest research objectives for future studies (Bhukya
& Justin, 2023). The systematic literature review in summary is conducted in four phases based on Rivera
et al. (2022): (1) Preparation Phase, (2) Conducting Phase, (3) Reporting and Dissemination Phase and (4)
Analysis Phase. The details of each will be explained in the Methodological section and the analysis
phase will be explained in the analysis section.

3.1. Preparation phase

It is needed to create the panel during the preparation phase. Two researchers, in this instance, the
authors of the manuscript, made up the review panel. The researchers had a large number of SMEs-related
prior studies. The prior study by Tranfield et al. (2003) recommended that the panel should be composed
of subject-matter experts who are active in the research field. The duty to separate the literature into its
respective final source falls equally on the shoulders of both researchers. Before moving on to the final
source of literature, the panel held a discussion to develop the research question, the inclusion and
exclusion criteria, and the topic of the systematic literature review (see Table 2).

3.2. Conducting phase

The panel began the inquiry by gathering materials from a number of bibliographic databases, including
ProQuest, Emerald, Springer, Taylor & Francis Online, MDPI, and Science Direct. All searches were done in
the title, abstract, and keywords (see Table 3), and we were able to identify some of the search strings
in exactly the same way in each of the databases. This filtering activity resulted in approximately 14,158
publications. 5802 papers were excluded because they met the exclusive criteria, such as being a part of
another dissertation, thesis, book, newspaper, magazine, working paper, report, or other exclusive criteria.

To make the papers the final resource, the panel must then go through the papers again. The initial
step involved sorting the search string into the paper database. The publications that actually fit the
context of the research are employed as the final resource in the second phase. Each paper has been
double-checked by both researchers by reading the abstracts used the quality assessmement.
Disagreements on the final source of articles were noted as ‘unsure’ documents, which the panel mem-
bers then studied again to confirm through the paper’s content.

The 37 supplies of papers for the following phase’s reporting procedure will come from the quality
assessment of 8,356 papers that were selected based on the search string filter in this phase. A standard

Table 2. Inclusion and exclusion criteria.

Criteria Reason

Inclusive Criteria

Papers written in English Most prestigious academic journals are published in English.
Papers from International Journal International scholarly research has demonstrated

Papers study in the Sustainability The research focuses on sustainability

Papers study about SMEs SMEs are the subject of the research.

Papers written between 2012 and 2023 The duration is important to get new insight into the

respective field and the previous 10 years of research
consider as a relevant period of the subject

Papers written more than 4 pages The study is very thorough from providing background
information to drawing conclusions

Exclusive Criteria

Dissertations, theses, books, magazines, newspapers, working  There is no scholarly evidence to support the review

papers, and reports should be dropped
Papers do not focus on Lean and SME Those papers do not fit with the research focus
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Table 3. Searching algorithm.

Search string combination Databases
‘Sustainability Reporting’ and ‘Small and ProQuest

Medium Enterprises’
‘Sustainability Reporting’ and ‘Challenges’ Science Direct
‘Sustainability Reporting’ and ‘Barriers’ Emerald
‘Sustainability’ and ‘Small and Medium Springer

Enterprises’
Taylor & Francis Online

MDPI
Table 4. Quality assessment checklist.
Question Scale of assessment
Do the researchers discuss the issue that Level of Participation

relate to Sustainability Reporting for SMEs? 1 - No, and not considered (Score:0)
2 — Partially (Score:0.5)
3 - Yes (Score: 1)

Is there a clear definition of the aims or Level of Agreement

research question from the research? 1 - Disagree (Score:1)
2 — Somewhat Disagree (Score:2)
3 — Neither Agree not Disagree (Score:3)
4 — Somewhat Agree (Score: 4)
5 — Agree (Score:5)

Do the researchers discuss about the Level of Participation
limitation to implement the Sustainability 1 - No, and not considered (Score:0)
Reporting? 2 — Partially (Score:0.5)

3 — Yes (Score: 1)

quality assessment is a checklist with several items to consider. The criteria are evaluated and the qual-
ity assessment is quantified using a numerical scale (Table 4). 37 papers that illustrate the key problems
of sustainability reporting for SMEs were found through the simultaneous categorization of the final
papers throughout the analytical process that followed the procedure of systematic literature review
based on the article of Rivera et al. (2022). The panelists double-checked and approved this
classification.

3.3. Reporting and dissemination phase

Tranfield et al. (2003) mentioned in their research that a good systematic review should summarize
in-depth primary research papers from which it was produced, making it simpler for the practitioner to
grasp the findings. In this case, the reporting form is required to be in the descriptive analysis. On the
other hand, researchers must also report the findings by thematic analysis, to make sure the result will
be easy to interpret. The panel members will categorize the findings into different themes of SMEs’
sustainability reporting challenges, and they will also define each theme in more detail in descriptive
analysis.

4, Result and discussion
4.1. Descriptive analysis

The majority of the journals used for analysis were published starting in 2012, according to the 37
papers that were chosen during the screening process. This is part of the research limitation where the
research is considered as period centric research. It is driven by the desire to stay current with the latest
research on sustainability reporting, and all of the findings are closely related to the actual obstacles that
SMEs face nowadays. The strategy of the last ten years to concentrate on SMEs sustainability reporting
is still valid and relevant due to the trend of sustainability reporting creation has been improving for
larger enterprises since 1993. However, based on the results of the chosen paper review, there are very
few articles that discuss the implementation barriers for SMEs' sustainability reporting and were pub-
lished in the earlier times (example: 2012 and 2013). Stay relevant is the key of the process of this
research to use the previous 10 years of reference (Chigbu et al., 2023). Both qualitative and quantitative
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Figure 2. Distribution of Selected Publication Based on Year of Publication. Source: Own construction based on litera-
ture review method.

Table 5. Distribution of Selected Publications from Journals and Conferences
International Journal and Conference # of Publication

Accounting, Auditing & Accountability Journal
Agricultural Systems

Cogent Business & Management

Environment, Development and Sustainability
International Journal of Computer Integrated Manufacturing
International Journal of Sustainable Development & World Ecology
I0P Conference Series: Materials Science and Engineering
Journal of Accounting in Emerging Economies

Journal of Cleaner Production

Journal of Environmental Planning and Management
Journal of Integrative Environmental Science

Journal of Risk and Financial Management

Journal of Small Business and Enterprise Development
Journal of Transport Geography

Meditari Accountancy Research

Pacific Accounting Review

Procedia Manufacturing

Research in Hospitality Management

Resources Policy

Sustainability

Sustainability Manufacturing and Service Economics
Sustainability Materials and Technologies

Sustainable Production and Consumption

Total

N — & 3 00 — 3 3 N 3 3 s N N —

w

Table 6. Financial barriers of sustainability reporting for SMEs.
Attributes Source

High Cost Abdullah et al. (2023), Bruce et al. (2023), Kumar et al. (2023), Hegab
et al. (2023), Martinez and Hernandez (2020, 2021), Pommier and
Engel (2021), Saygili et al. (2023), Shalhoob and Hussainey (2023),
Sohns et al. (2023), Tauringana (2021), Xin et al. (2023)

Losing key/valuable customers Shalhoob and Hussainey (2023)

Uncertainty of Benefit Ardra and Barua (2022)

methods were employed in these periodicals. As shown in Figure 2 below, the procedure revealed that
studies connected to sustainability reporting disclosure have become more popular recently.

As shown in Table 5, the majority of the selected papers were published in numerous International
Journals and Conferences. The Sustainability International Journal has received the most research cita-
tions overall. This research’s focus on sustainability reporting makes it reasonably easy to understand.

4.2. Systematization of barriers

The barriers to sustainability reporting for SMEs were categorized into these 6 categories based on 37
carefully chosen papers, including financial, general attitude, knowledge and technology, organizational,
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Table 7. General attitude barriers to sustainability reporting for SMEs.

Attributes Source

Lack of Innovation Ardra and Barua (2022), Kwak et al. (2023), Yadegaridehkordi et al.,
(2023)

Resistance to change Ardra and Barua (2022), Hegab et al. (2023)

Table 8. Knowledge and technology barriers to sustainability reporting for SMEs.

Attributes Source

Infrastructure issue Ardra and Barua (2022), Brusca et al. (2018), Bruce et al. (2023),
Mousa and Ozili (2022)

Lack of expertise Abdullah et al. (2023), Ardra and Barua (2022), Bandoi et al. (2021),

Hegab et al. (2023), Kumar et al. (2023), Lai and Stacchezzini
(2021), Saygili et al. (2023), Sohns et al. (2023) , Xin et al. (2023)
Data availability Ardra and Barua (2022), Dissanayake (2021), Hegabet al. (2023)

Table 9. Organizational barriers to sustainability reporting for SMEs.

Attributes Source

Lack of Time Arena and Azzone (2012), Saygili et al. (2023), Sohns et al. (2023)
Lack of Strategy Kumar et al. (2023)

Organizational Culture Kumar et al. (2023), Srisathan et al. (2020)

Lack of Resource Arena and Azzone (2012), Ardra and Barua (2022), Anyigbah et al.,

(2023), De Micco et al. (2021), Kumar et al. (2023), Mousa and Ozili
(2022), Martinez and Herndndez (2021), Saygili et al. (2023),
Shalhoob and Hussainey (2023), Sohns et al. (2023), Xin et al.
(2023)

Poor commitment from the board of director Arena and Azzone (2012), Abdullah et al. (2023), Ardra and Barua
(2022), Boix-Fayos and De Vente (2023), Brusca et al. (2018), De
Micco et al. (2021), Kumar et al. (2023), Mousa and Ozili (2022),
Tiwari et al. (2018) , Yadegaridehkordi et al. (2023), Zimonet al.
(2022)

Table 10. Policies and regulation barriers to sustainability reporting for SMEs.

Attributes Source

Complex and difficult tools for corporate sustainability Gutiérrez et al. (2021), Jiménez et al. (2021), Pommier and Engel
measurement (2021), Singh et al., (2021)

Government Bureaucracy Abdullah et al. (2023), Sohns et al. (2023)

Does not have a clear and standardized policy Abdullah et al. (2023), Bouraima et al., (2023), Boix-Fayos and De Vente

(2023), Gherardi et al. (2021), Gutiérrez et al. (2021), Ortiz-Martinez
and Marin-Hernandez (2020), Singh et al. (2021), Steinhofel et al.,,
(2019), Tiwari et al. (2018)

Table 11. Policies and regulation barriers to sustainability reporting for SMEs.

Attributes Source

Poor stakeholder engagement Farooq and De Villiers (2019), Hegab et al. (2023), Kaur and Lodhia
(2019), Kwak et al. (2023), Mousa and Ozili (2022), Shalhoob and

Hussainey (2023)
Organizational dynamics Rossi and Luque-Vilchez (2021)

policies and regulation, and socio-environmental barriers. Each category has a number of attributes, and
this research ultimately distils these into 18 attributes represented from Tables 6-11.

SMEs have limited resources in terms of time and money which prevents them from implementing
novel ideas like this sustainability report (Saygili et al., 2023). The system must be built both internally
and externally, which necessitates significant funding. Even after SMEs put in place the framework to
establish a system for sustainable reporting, many are unsure of how the report will assist the business.
To share the advantages of a sustainable report with SMEs, the government should conduct appropriate
training, role-playing exercises, and conferences (Ardra & Barua, 2022).

By implementing sustainability reporting, a company can increase its customer base, expand its prod-
uct line, raise environmental consciousness, expand its geographic reach, acquire a competitive edge,
expand its market, secure funding, and improve its reputation. However, by concentrating on the new
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client, it runs the risk of losing the present potential customer due to a lack of information and knowl-
edge from their side (Shalhoob & Hussainey, 2023). It is related to the business’s finances and how they
affect the profit.

If the company would like to create a sustainability report, then it must also have a sustainable pro-
cess in place. The approach must alter, as well as, for instance, the manufacturing system, waste man-
agement, environmental protection method, and resource efficiency. It requires a lot of work on the part
of the internal company. Since there have been several changes, few businesses have a strong commit-
ment to it and therefore oppose change (Hegab et al., 2023). Change and innovation are closely tied to
one another since businesses must innovate or think creatively to make improvements for the future.
According to the sustainable innovation paradigm, businesses should use sustainable innovation to
increase their competitiveness in the market (Kwak et al., 2023). As a result, a company that lacks inno-
vation in the area of sustainability has a chance to not provide a sustainability report.

Although one of the advantages of sustainability reporting is to involve stakeholders in strategic man-
agement (Brusca et al., 2018), one issue that needs to be addressed is infrastructure problems (Mousa &
Ozili, 2022). It needs to determine measures and techniques that would help quantify how sustainable or
not present activities are to build its infrastructure (Siew et al., 2013). It is difficult for SMEs to execute
because of the accumulation of other barriers such as a lack of resources, expensive costs, and limited time.

Each stakeholder requires a sustainability report because they count on the organization to act
responsibly, accountably, and transparently. An organization has a challenge due to the different stake-
holder characteristics. Each stakeholder has its unique informational requirements from the sustainability
report (Bandoi et al, 2021). Based on the previous research by Saygili et al. (2023), it was found that
significantly different capital, resources, and experience owned by large companies and SMEs in terms of
sustainability practices. Due to their lack of expertise, SMEs often cannot survive in the updated global
market, which includes this sustainable report (Xin et al., 2023). In addition, due to the availability of
data, the high number of KPIs in the sustainable report increases further challenges for SMEs to keep up
with the update (Dissanayake, 2021).

Sustainability reporting is typically the only channel via which a business can convey both its sustain-
ability strategy and its actual performance. If there are some internal problems with the organization, it
appears that it won't happen. Financial shortage is divided into two, first is a lack of resources. Since SMEs
only need 250 employees at most to manage their businesses, one of their biggest problems is a shortage
of resources (Arena & Azzone, 2012). The second one lacks time. The implementation of the sustainability
measurement for these SMEs necessitates a significant time commitment that would jeopardize routine
business operations. The time and resources that SMEs must set aside to develop sustainable reports, in
particular, have a significant impact that influences their day-to-day business operations (Sohns et al., 2023).

It is possible to capitalize on the challenges that organizations have in implementing sustainable
reporting. All stakeholders inside the company are required to support it, but the board of directors,
which sits at the top of management, has the most influence. The general sustainable reporting process
was significantly stabilized by the institutionalization and routinization of sustainability practices, employee
participation, managerial commitment, organizational learning, and dissemination (De Micco et al.,, 2021).

Corporate sustainability translates environmental and social concerns into a company’s strategy, activ-
ities, and business operations. It also integrates general sustainability principles into a company context
(Manninen & Huiskonen, 2022). In this case without having a sustainable business strategy, it is quite
lame to go forward on the implementation of the sustainability reporting (Kumar et al., 2023). It also has
to do with the innovation culture of a particular organization, where it is well known that robust and
suitable organizational or companys sustainability strategies are necessary for SMEs to achieve excep-
tional innovation outputs in their performance (Srisathan et al., 2020).

SMEs are heavily invested in reaching sustainable development goals because they play a critical role
in doing so, if implemented well, they can benefit from the outcomes. One of the results that SMEs
require is to develop a sustainability report. Large enterprises already utilize a specific tool to create this
sustainable report. Various methodologies for assessing corporate sustainability have been changed to
some extent by linking company operations to how they contribute to the realization of sustainability
development goals. But, especially for SMEs, these tools are frequently complicated and challenging to
apply (Jiménez et al.,, 2021).
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On the other hand, implementing sustainable development in any organization is especially important
when relevant governmental laws and regulations are also in place. The government regulation and
policies consist of a legal framework, enforcement of the law, and a controlling and monitoring system
(Abdullah et al., 2023). If there are no clear and standardized policies, it makes it difficult for SMEs to
manage their sustainable report. Government policies are tied to policies in each country or region
(Gherardi et al., 2021).

A good level of stakeholder participation is required to produce the sustainability report. The organi-
zation's managers must acquire data and information from the existing stakeholder engagement plat-
forms (such as employee surveys, client surveys, forums for debate and feedback on the company
website, and social media platforms) although these channels were initially intended to provide feedback
on an organization’s commercial performance, to identify and evaluate the primary material issues.
Managers seemed dissatisfied with the scant stakeholder survey response rate and thought that the
public was uninterested in their findings (Farooq & De Villiers, 2019).

According to Rossi and Vilchez’s (2020) study mentioned that how much an organization shapes
management decision-making to implement a sustainable integrated process will depend on a variety
of organizational dynamics. The three stages for the integration of social and economic reporting that
are built into sustainable reports are: creating a shared understanding system around the concept of
social and environmental responsibility; making it practical through the emergence of rules and rou-
tines; and reinforcing it through the implementation of intra-organizational managerial procedures and
structures.

5. Conclusion

SMEs are crucial to the accomplishment of sustainable development objectives and with proper imple-
mentation, they can gain from sustainability reporting. The theoretical contribution of this article is to
provide a framework for the challenges of sustainability implementation for SMEs. The majority of
papers released after 2012 attest that sustainability reporting is a key driver for SMEs to contribute to
sustainable development goals. When executed effectively, SMEs can obtain substantial benefits from
elevating environmental consciousness to expanding their reputation and customer base.

We summarized the challenges of the sustainability journey for SMEs: struggle with financial con-
straints, general attitude, knowledge gaps, technological hurdles, organizational complexities,
socio-environmental and regulatory frameworks that may seem daunting. Moreover, measuring sustain-
ability metrics can be intricate for SMEs. Yet, the true power of sustainability reporting lies in its ability
to engage stakeholders in strategic decision-making. This engagement is pivotal for SMEs to build
meaningful sustainability reports, even as they wrestle with resource limitations, costs, and time
constraints.

The above results may lead to practical implications, such as to find the most effective actions to
promote the sustainability report implementation. The solution can be applied by policymakers or exec-
utives of SMEs, putting the company first, in addition to addressing some of the primary obstacles it
faces, such as those related to knowledge, technology, or other areas. SMEs must become more driven
to contribute to sustainable development and to protect the environment. Motivation and comapanys
reward will help this development in accordance to the previous study from Manninen and
Huiskonen, 2022.

Another vision of the future, related to the policymakers” role or the role of government takes center
stage. Policymakers and government intervention through clear and standardized policies become indis-
pensable for SMEs to effectively manage their sustainability reporting. Such support is not just for for-
mality reasons, but it is a catalyst for SMEs to adopt sustainability reporting in a manner that aligns with
global expectations. Concurrently, stakeholder involvement remains vital, as it ensures that SMEs are held
responsible, accountable, and transparent in their sustainability efforts.

As a result, the future of SMEs is intrinsically linked with sustainability reporting, with both stake-
holders and governments playing pivotal roles. By effectively integrating transparency and responsibil-
ity into their practices, SMEs can navigate the evolving economic landscape and emerge as trailblazers
in sustainable business practices, ultimately yielding positive outcomes for themselves and the society.
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Based on this article, several avenues for future research can be identified. For example, the next
study may employ different techniques for gathering data, such as a qualitative approach using appro-
priate interview questions, a case study, or a quantitative approach using a structured questionnaire.
Finding more barriers or challenges from SMEs regarding their implementation of sustainability reporting
may be helpful. Another future research option is that rather than concentrating on obstacles, concen-
trate on the factors that facilitate sustainability reporting. From the viewpoint of an organization’s top
management, there are various examples that can be shared that demonstrate moral leadership and
help the organization implement sustainability reporting. Another goal would be to conduct training in
ethical leadership at the top management levels. This could positively impact SMEs by facilitating the
completion of sustainability reports and also enhancing the ethical standards of the organization. This
proposal aligns with the findings of Ruiz-Palomino et al. (2011) research, which indicates that average
employee behavior is influenced by top management’s ethical leadership even though it is in indirect
ways. In addition, it is vital to raise the morale of all parties in the company not only the employees,
supervisors but also the top management, which makes it easier for SMEs to become more conscious of
sustainability issues and participate in global initiatives that support the development of sustainability
reporting. This input is also in accordace to the research of Ruiz-Palomino et al. (2011). Another recom-
mendation for future research is to focus on a specific industry, such as SMEs that specialize in automa-
tion, food and beverages, or other fields. In this instance, the distinction between general and specific
barriers or challenges regarding the implementation of sustainability reporting can be added.
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