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Abstract: Until recently, CSR reporting in most EU countries was voluntary and not regulated by the State.
However, many, especially large companies, have disclosed additional non-financial information on a voluntary
basis in various ways. The situation changed with the entry into force of the EU Directive on disclosure of non-
financial and diversity information, which required over 6,000 EU companies to report non-financial information.
The aim of the article is to examine how the implementation of Directive 2014/95 / EU influenced the scope and
quality of CSR reporting practices of financial institutions on the example of the Polish banking sector. The
analysis in this study covered the content of non-financial information of the largest Polish banks listed on WIG
Banki, a sub-index of the Warsaw Stock Exchange. The findings indicate that the banking sector reporting
practices, although significantly improved, are still at an early stage. To the best of the authors’ knowledge, the
research results are the first to present an in-depth analysis of the impact of the NFI Directive on the CSR reports
of financial institutions and their reviews. The findings of this study adds to our current knowledge and provides
an overview of banking sector reporting practices, showing strengths and weaknesses in this area. The
characteristics of banking sector practices presented in this document can help other financial institutions with
CSR reporting and encourage them to adhere to recognized standards.
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1 Introduction financial institutions on the example of the Polish
From the financial year, 2017, through the banking sector. _

Directive 2014/95/EU [1], the EU requires almost _ The paper is structured as follows: first, a
6,000 large public-interest companies to disclose literature review will provide an overview of the CSR
non-financial information on environmental, social, reporting, in general, and in financial institutions’
employee-related matters, show respect for human reporting, including the banking sector, specifically.
rights, be anti-corruption, and fight bribery issues. The second part introduces the methodology
One of the biggest groups covered by this new employed in this research and the justification Qf the
regulation is the financial sector companies, sample. The re_search results are presented next, in the
including banks. The financial crisis of 2008, and the Results and Discussions sections, and the scope and
failure of commercial banks, whose results impacted quality of the reporting practices within six
on the real economy, focused stakeholders’ attention categories, namely employees, investors and
on the financial industry [2-5]. The crisis also drew shareholders, ~ customers,  business  partners,
attention to the necessity of CSR in this sector, as a community and environment, are analysed and
response to the increasing need for trust, as well as interpreted. In the Conclusions section, the authors
accountability and transparency that lead to it [6]. summarize the fmdlpgs, identify the limitations of the
The aim of the article is to examine how the research, and share ideas for future research.

implementation of Directive 2014/95 / EU influenced This paper contributes to the international
the scope and quality of CSR reporting practices of management literature, specifically to the existing
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research of CSR reporting. The focus of this research
is, not only the scope of the CSR reporting, but also,
by distinguishing between different types of
qualitative and quantitative disclosures, the research
provides an enhanced insight into the quality of
reporting practices [7]. The results of the study will
allow to determine the impact of changing the nature
of CSR reports from non-obligatory to obligatory on
the scope and quality of reporting, and will define
trends in banking sector reporting, which in the future
may become the basis for developing standards,
frameworks and guidance in this area.

2 Problem Formulation

Corporate Social Responsibility (CSR) Reporting

The Corporates Social Responsibility as a concept
has its origins in 1953, when Bowen published his
book ’Social Responsibility of the Businessman’ but
the issue is much older and can be found in the
business activities in the late 1800’s, when Cadbury
encouraged its employees to drink chocolate, rather
than unsafe water or alcohol, as they believed it was
healthier for them [8]. The CSR concept relates
closely to corporate citizenship [9-10], corporate
social responsiveness [11-12], and corporate social
performance [13-15]. Common to these concepts is
the idea that organisations should not only be
concerned about making a profit, but also engaged in
"actions that appear to further some social good,
beyond the interests of the firm and things required
by the law" [16] (p.1).

The history of CSR reporting is much shorter, as
the first CSR reports are dated in the 1970s and were
published in the United States and Western Europe
[17-18]. However, CSR reporting gained importance
in the late 1980s, and since then, are more and more
popular and currently, are being applied by
companies in high rates globally [19]. According to
the KPMG Survey of Corporate Responsibility
Reporting 2017, almost all (93%) of the world’s
largest 250 companies and 75% of the 4,500
companies from 45 countries surveyed by KPMG
[20] are reporting on CSR, either in stand-alone
reports, or in annual management reports.

CSR reporting (named also ‘sustainability
reports’, ’social reports’, ’corporate  social
responsibility reports’, ’Environmental, Social and
Governance (ESG) reports’ and ’non-financial
reports’) can be characterised as a systematic tool to
collect and present CSR initiatives to stakeholders,
such as employees, shareholders, customers, local
communities, NGOs, investors or financial analysts.
Its aim is to provide transparency and accountability
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in the issues that traditional financial reporting is not
dealing with [21-22].

The discussion about CSR reporting, includes the
obligatory vs the voluntary aspect. Even though a
business report on CSR, is produced, mostly because
of the stakeholders’ pressure, and not because of the
legal requirements, there are more and more
countries and international bodies that make CSR
disclosure obligatory (for example, India, China, and
South Africa). However, making the CSR reporting
mandatory, does not bring full transparency and
comparability, as the approach to CSR reporting is
country/region and culture dependant, and is strongly
tied to industry/sector specifics. The aim of CSR
reporting is to make a platform between the different
levels of management, shareholders, and investors,
and other stakeholders, and support the win-win
strategy that lead to the sustainable development, not
only of the business, but of whole industries.
Meanwhile, as highlighted by the Chartered Institute
of Management Accountants, “there is no
comparability of non-financial information, so
anyone trying to understand performance needs to
learn a new language for every report they read” [23]
(p.13). Reporting organisations can adapt a wide
palette of standards, frameworks, and guidance (GRI,
ESG, I1SO 26000, OECD, and many others). This
diversity becomes problematic in the case of
communication with shareholders, investors, and
business partners, who need standardised and
transparent information. For business effective
reporting, in accordance with the growing number of
standards and legal requirements, it is both
inefficient, ineffective, and resource consuming.

The EU Directive on the disclosure of non-
financial and diversity information

The introduction of the EU's Directive on the
disclosure of non-financial and diversity information
[1] is considered as the changing point in NFI
disclosure in the European Union, including CSR
reporting. The 28 EU Member States have had to
transpose the Directive into their own national
legislations, and as a result, about 6,000 large public-
interest companies are now expected to comply with
the new disclosure requirements of the locally
transposed laws from 2018, meaning they will add a
non-financial declaration to their annual management
report, or publish a separate report.

According to the Directive, the required non-
financial information (NFI) is “information to
the extent necessary for an understanding of
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the undertaking’s  development,  performance,
position, and impact of its activity, relating
to, as a minimum, environmental, social, and
employee matters, respect for human rights, anti-
corruption and bribery matters, including: (a) a brief
description of the undertaking's business model; (b) a
description of the policies pursued by the undertaking
in relation to those matters, including due diligence
processes implemented; (c) the outcomes of those
policies; (d) the principal risks related to those
matters, linked to the undertaking's operations
including, where relevant and proportionate, its
business relationships, products, or services, which
are likely to cause adverse impacts in those areas,
and how the undertaking manages those risks; and (e)
non-financial key performance indicators relevant to
the particular business”.

The Directive is a big step towards eliminating the
main barriers of using non-financial information in
investment decision-making, which are defined as a
lack of appropriate quantitative environmental,
social, and governance information (55%), lack of
comparability over time (50%), and questionable
data quality (45%) [24]. Due to the above limitations,
investors consider the wuse of non-financial
information as time consuming and costly. Having
said that, it must be highlighted that the Directive
allows Member States to impose state specific
requirements on companies regarding the reporting
framework, disclosure format, and reporting of
content, which makes comparing NFI within and
across sectors, still challenging.

On December the 15th, 2016, the EU’s Non-
Financial Directive was also transposed into Polish
legislation by the Act of amending the Accounting
Act 61. The new regulations would cover large
Public Interest Entities (PIES), having headquarters
in Poland, including listed companies, insurance
undertakings, investment undertakings, pension
funds, national payment institutions, electronic
money institutions and banks. There are estimated to
be 300 of such entities in Poland. The basic criterion
that verifies whether a listed company is obliged to
report non-financial information, is the number of
employees — above 500. Additionally, one of two
financial criteria must be fulfilled - revenues
exceeding PLN 170 million or total assets exceeding
PLN 85 million.

CSR reporting of the financial institutions

The financial institutions affect individuals and
businesses, both nationally and globally. The sector
services are a backbone of the real economy, as they
encompass a significant range of activities with
public and private money. Thus, there is more and
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more pressure on financial institutions to be more
sustainable and transparent in terms of non-financial
areas. This is not only political pressure, but also
financial and market pressure. Let us mention, for
example, the Principles of Responsible Investment
(PRI initiative [25], signed by 1,800 members
(investors and banks) obligated to fulfil the Six
Principles.

According to the report ‘“Tomorrow’s Investment
Rules 2.0’ prepared by EY, 70% of global and 80%
of European investors, consider integrated reports
(covering both — financial and non-financial
information) to be essential or important in making
investment decisions. It is worth mentioning that, in
2015, the percentage of investors who considered
integrated reports to be a key source for making
investment decisions, increased by 10% when
compared to 2014. The number of investors, who
think that ESG factors are important, regardless of
the sector, has risen by 50%, and now reaches over
61% [26].

A decade ago, when the financial crisis of 2008
had started, both academics and practitioners agreed
that financial institutions were the ones to be blamed,
due to their irresponsibility [27]. Currently, the
financial sector is often viewed as a leader in the CSR
field [28]. In its survey of global trends in CR
reporting, KPMG reports that among the 100
companies it surveyed, 17% were classified as
financial services sector companies using the
International Classification Benchmark System.
However, there is still a commonly held public
perception that reporting by the Financial Sector is
inadequate. One of the reasons may be the fact that
the financial services are diverse and complex,
encompassing several industries or sub-sectors, such
as:

e Banking: retail savings, commercial
investments, development finance (national
and multi-national), Central Banks,

¢ Investments: Institutional investments Long-
term collective (e.g., pension funds), Retail
investments, Stock or securities exchanges,
Asset Management,

e Insurance: Long and short-term.

and each industry should be investigated and
assessed separately.

According to Scholtens [29], CSR is an
increasingly important issue in the international
banking industry. Banks implemented the CSR
concept relatively late, first focusing on
environmental, then social issues [30]. Thus, an
empirical investigation [31] shows many late
adopters of CSR reporting in the banking sector,
compared to the other sectors. The traditional
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approach of banks to CSR is often characterised as
reactive and defensive. However, several
international banks have recently adopted innovative,
proactive strategies, and developed new products,
such as ethical funds, or loans specifically designed
for environmental businesses to capture new market
opportunities associated with sustainability.

Scholtens [29] states that socially responsible
banking is becoming a very popular concept.
According to him, financial institutions have realised
that CSR may support investments decision-making
using the CSR performance factor. According to the
KPMG Survey of Corporate Responsibility
Reporting, 2015, findings on the Banking sector,
show that the banks have the highest rate of CSR
reporting. All the world’s largest banks, and over
four fifths of smaller N100 banks, report on corporate
responsibility. This suggests that CSR reporting is
well-established as a standard business practice in the
banking sector. Banks are more likely to present CSR
information in their annual financial report than
companies in any other sector. Almost all (93
percent) of the largest banks do so, which is almost
30 percentage points above the global average (65
percent).

3. Materials and methods

The aim of the paper is to investigate how the
implementation of the Directive 2014/95/EU [1],
impacted upon the scope and the quality of Polish
banks’ CSR reporting practices. The nature of the
study is descriptive and based solely on information
from secondary data sources of banking companies.

The banking sector in Poland plays a dominant
role in the financial system, accounting for around
70% of financial sector assets. Poland is home to
several state-owned banks, though most banks in the
country are privately owned, taking around 80% of
the market. The state owns several banks, but the
sector is largely (around 80%) privately owned.
According to the Polish Financial Supervision
Authority (KNF), in February 2020 there were 30
locally registered commercial banks in the country -
a decrease from 50 in the last five years, which proves
the intensive consolidation of the sector. There are
many cooperative banks (over 500), but in total they
have a relatively small market share [32]. Thus the
research will focus on the biggest ones listed on the
WIG banks sub-index of the Warsaw Stock
Exchange that covers both state-owned and privately
owned banks and obliged to report non-financial
information.

There is a limited, but interesting set of research
on CSR in the Polish banking sector [33-36]. The
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study that can serve as the reference is the one
conducted by Krasodomska [37], who analysed the
CSR reporting practices of 12 banks operating in
Poland in the years, 2005-2011. The research
revealed that banks tend to include CSR disclosures
in management’s annual reports. They present CSR
information in a diverse manner, focusing mainly on
community involvement. The quality of CSR
disclosures in 2011 was higher when compared with
2005, so the trend was positive. The current research
will develop our knowledge in this field.

The sample banking companies include the 10
biggest Polish banks listed on the WIG Banks, sub-
index of the Warsaw Stock Exchange, namely:
ALIOR, BOS, SANTANDER (previously BZWBK),
CITI HANDLOWY (previously HANDLOWY),
IDEABANK, INGBSK, MBANK, MILLENIUM,
PEKAO, PKOBP. The index consists of 13 listed
banks, but three banks must have been excluded
(Banco Santander SA, BGZ BNP Paribas SA, and
UniCredit SA) as they are international financial
groups, which do not publish annual and CSR reports
for Polish markets. In the case of Banco Santander
SA, the group is the majority owner of Bank
Zachodni WBK SA, one of the 10 banks included in
the sample. The analysis was conducted for the two
reporting years, - 2016 (published in 2017) and 2019
(published in 2020) — before and after the Directive
2014/95/EU’s transposition into Polish law. The data
gathering, and analysis was conducted in two periods
— in December 2017, and in December 2020, to
identify and assess the reporting scope and quality
before and after implementation of the Directive.

It has been argued that annual reports are the
single most important source of information on
corporate activities [38]. However, the global
pressures motivated the push toward stand-alone
CSR reporting [39], and this trend was also followed
by the social reporting researchers, who focused their
analysis on stand-alone CSR reports [40-41].
According to KPMG [20], we can now witness a
strong trend for large companies to include CSR
information in their annual financial reports again-
78 percent of the world’s top companies (G250) did
S0 in 2017, compared to 44 percent in 2011. That is
why research, based only on annual reports, or
standalone reports, might not produce particularly
relevant results. Obviously, there is a much wider
array of CSR sources as a sampling unit, including
e.g., webpages, brochures, and advertisements, and
other ad hoc documents published each year.
Nevertheless, as Unerman [40] points out, “a limit
must be set to the range of documents included in any
research study... (due to the risk of) a researcher
being overwhelmed by the number of documents...
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(and of not being) possible to ensure the
completeness of data” (p. 671). According to
Vourvachis [41], researchers who use the content
analysis method in CSR reporting research as a
sampling unit choose annual reports (76%), stand-
alone reports (26%), and the internet (14%). It,
therefore, seems justifiable for this study to employ
annual reports, and CSR stand-alone reports, and
banks’ websites as the sampling unit, as these should
contain the bulk of the disclosed CSR information.
Tables 1 and 2 present the detailed sources of
information available in the case of all sample banks,
in the years 2016 and 2019.

Table 1. CSR sampling units for 2016 reporting year
(published in 2017)
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Source: Authors’ own study

Table 2. CSR sampling
(published in 2020)

units for 2019 reporting year

: Z
o
2 2|
g N é M| =
S o 21212z |¥|2]¢c|%
b Q s e = é = é <~ w4 =
TR A E
B — | < 2] 5
Eo = Z|Z|4g|F |35 2|&]|&
ﬁc - — =) = =]
28 E|E|F =
g S
&£ = ¢
U W
Annual
X X X X X X X X X X

report
Stand-
alone X X X
report
Bank

! b4 x x X X X X x X X
website

Source: Authors’ own study

To investigate the scope and quality of CSR
reports, a qualitative descriptive research design was
selected that provides a  comprehensive
understanding of the topic under study and therefore
is consistent with the purpose of this study. There are
many approaches to how qualitative research is
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designed and implemented, such as case study,

grounded theory, ethnographic, and content analysis,

among others. In this study, the content analysis will
be performed. The content analysis is assumed to be

“the research method that is most commonly used to

assess organisations’ social and environmental

disclosures” [41] (p. 237). One of the key advantages
is that the content analysis method allows one to
analyse data qualitatively, and at the same time,

quantify the data [42].

Content analysis is commonly understood as a
general term covering several different text analysis
strategies [43]. Following Krippendorff [44] (p. 24),
we can define content analysis as “a research
technique for making replicable and valid inferences
from texts (or other meaningful matter) to the
contexts of their use”. Content analysis is also
defined as a systematic approach to coding and
categorizing, used to explore large amounts of text,
to define trends and patterns of words (or problems)
used, their  frequency, relationships, and
communication structures and discourses [46-47].

The main purpose of content analysis is to
describe the phenomenon in a conceptual form.
Therefore, a well-defined data analysis process is
necessary, and should cover the following stages [48]
(p. 110):

» Preparation: immersion in data and getting a
sense of the whole, choosing the unit of
analysis, deciding on the analysis of explicit
or hidden content manifest.

» Organizing: open coding and creating
categories, grouping codes under higher-
order headings, formulating a general
description of the research topic by
generating categories and subcategories.

* Reporting: reporting the analysis process and

results using models, conceptual
frameworks, concept maps or categories, and
a story line.

In this study the data analysis process was
performed by two researchers. At the Preparation
stage, all available annual reports, CSR reports, and
webpages of the 10 sample banks, were collected.
Regarding annual reports, only the reports for 2016
and 2019 were collected. The researchers then
immersed themselves in the collected data and
defined the basic categories of analysis. The main
categories of CSR defined by Gray et al. [49] were
used and expanded and the following 6 categories
were obtained: employees, customers, business
partners, investors and shareholders, community, and
the environment.

The content analysis method offers researchers a
choice between 'index' approach and ‘volumetric'
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approach. Volumetric approach checks the overall
volume of disclosure, most often by counting words,
sentences, or the aspect ratio of an A4 page. Index
approach, on the other hand, checks the presence or
absence of specific information [50]. As the aim of
the study is to examine the scope and quality of NFI
reporting, it is necessary to choose the index
approach because it is not the number of pages or
words that we are interested in, but the presence or
absence of the ex-ante specified issues and the quality
of disclosure on these issues in the report. This
decision is supported by other researchers, who have
used the disclosure index to assess the quality of
sustainability reporting [51-52].

In index approach, a simple binary coding scheme
is often used, in which a score of 1 or 0 is respectively
assigned with or without the element. Other coding
schemes include ordinal measures to allow the
quality of a particular disclosure to be assessed [46]
as used by Wiseman [7], who used a four-level index.
This index was adapted and used in many studies [53-
55]. Although we can find several other scientist-
developed disclosure indexes in field studies [56-58],
this study adjusts the four-level Wiseman index [7]:

e three (3) points are awarded if an issue is
disclosed and described in monetary or
guantitative terms.

e two (2) points are awarded if an issue is
disclosed but on a non-quantitative basis.

e one (1) point is awarded for an issue
generally disclosed, and

e zero (0) is awarded if an issue is not
disclosed.

At the Organizing stage, the researchers identified
an initial list of issues under each of the 6 categories.
Researchers then looked at the disclosures in the form
of reports and web pages (by reading them several
times). The issues defined at the beginning were then
verified based on the content of the disclosures.
Ultimately, 36 issues grouped into 6 main categories
were used to examine the scope and quality of CSR
reporting by selected Polish banks.

After conducting individual analyses, the
researchers discussed all discrepancies, and the
agreed assessments are presented in the next section
of the paper (Reporting stage).

4 Results

As mentioned above, six basic categories of CSR
were used in the data analysis preparation stage,
namely: employees, investors and shareholders,
customers, business partners, community and the
environment. The presentation of the results will be
in line with these categories.

E-ISSN: 2224-2899

785

Justyna Berniak-Wozny,
Magdalena Wojcik-Jurkiewicz

Employee issues reporting by Polish banks

In the case of employee issues disclosed in 2017
for 2016 by the banks selected for analysis, the scope
is quite wide, but the quality of disclosures should be
assessed poorly (Table 3). Most of the analyzed
reports contained only general information. Job
satisfaction and communication (1.4) as well as
wages and working conditions (1.3) were rated the
highest. The lowest scores were given to work-life
balance and dealing with corruption and unethical
behavior (0.8 and 0.9, respectively). From the point
of view of the reporting organizations, average scores
ranged from 0.67 to 2.0. Most of the sample
organizations scored above 1.0.

Employee issues are much better both in terms of
scope and quality in the reports for 2019 (Table 4).
Learning and development and  diversity
management and equal opportunities were rated the
highest - both issues received score 2.6. The lowest
results are again achieved by work-life balance (1.4)
and employee engagement (1.8). From the point of
view of reporting organizations, average results
ranged from 1.56 to 2.89. This time, only one
analyzed bank was rated below 2.0.

Table 3. Employee issues reporting by Polish banks -
2016 reporting year (published in 2017)

Issues
ALIOR
BOS
BZWEBK
HANDLOWY
IDEABANK
INGBANK
MBANK
MILLENIUM
PEAKO
PKO BP
AVERAGE

Wages and

working 1 1 ] ) 2 1 1 1 1 1] 130
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Qccupational

health and safety 1 1 2 1 1 1 1 1 1 120
Learning and S T Y O O O T O O W A e
development

Job satisfaction

and 1 1 ] 2 ) 1 1 1 1| 140
communication

E"'p""'“t 211|111 |1]110
Diversity

management and 0 1 ; 3 1 3 1 0 o | 110
equal

opportunities

Work Life o 1211111 |0o]|o0]os
Balance

Employer

supported 1 1 2 1 1 1 1 1 1 1 110

volunteering
Dealing with
corruption and
unethical
behaviour

0,90

AVERAGE
0,67
1,00
2.00
133
S
1.11
.11
1.00
0,78
0.67

Source: Authors’ elaboration
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Table 4. Employee issues reporting by Polish banks
- 2019 reporting year (published in 2020)
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Investors and shareholders issues reporting by
Polish banks

Investor and stakeholder issues disclosed in
2017 for 2016, by the sample banks should be
assessed poorly in terms of both scope and quality
(Table 5). The analyzed reports mainly included
general disclosure or did not disclose the analysed
issues at all. The highest scores were granted to the
presence on sustainability indices (1.1) and
disclosing information for investors (1.1). The lowest
scores were achieved by the release of investor
relations information and shareholder remuneration
(both of 0.7). Looking at the results from the
reporting organizations' point of view, the average
scores ranged from 0.25 to 1.75.

As for the disclosures presented in 2020, for
the year 2019, by the sample banks, both the scope
and quality received higher scores (Table 6). The
analysed reports still covered mostly general
disclosure, but there was no case of an absent
discloser. The highest scores were again granted to
the presence on sustainability indices (2.0) and
disclosing information for investors (1.8). The
slightly lower scores are reached by the release of
investor relations information (1,7) and shareholder
remuneration (1,5). All of the sample organisations
were granted a score over 1.0.
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Table 5. Investors and shareholders issues reporting
by Polish banks — 2016 reporting year (published in
2017)
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Table 6. Investors and shareholders issues reporting
by Polish banks — 2019 reporting year (published in
2020)
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Customers’ issues reporting by Polish banks
When examining bank disclosures published in
2017 for 2016 regarding customer issues, it should be
noted that the quality was very low and the scope of
reporting was quite narrow (Table 7). Most of the
analysed reports focused on quality of
service communication (1,3), and quality and
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efficiency of service, together with dialogue with
customers and customer data safety (all 1,2). The
industry’s support of disadvantaged customers and
compliance issues is very low (both 0,5), as well as
the customer satisfaction and closed loop” (0.7).
From the point of view of the reporting organizations,
the average results were rather low, ranging from
0.56 to 1.67.

Table 7. Customers’ issues reporting by Polish
banks — 2016 reporting year (published in 2017)
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When it comes to the sample bank’s CSR
reporting of customers’ issues for the year 2019 it
should be noted that the quality and scope of the
reporting was much better (Table 8). Most of the
analysed reports focused on the dialog with
customers and customer data safety (both 2.0), and
customers’ satisfaction and “’closed loop” together
with quality and efficiency of service (both 1,9).
Still, the industry’s support of disadvantaged
customers, compliance issues and complaint
procedures are rather low (both 1,6), as well as the
market presence and accessability (1,5). From the
sample banks’ perspective the average scores were
moderately good, ranging from 0,89 to 2,22.
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Table 8. Customers’ issues reporting by Polish banks
— 2019 reporting year (published in 2020)
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Business partners issues reporting by Polish
banks

When studying the banks’ CSR reporting of
business partners’ issues for the year 2016, it should
be noted that both, the quality and the scope of the
reporting was rather unsatisfactory (Table 9). Most of
the analysed CSR reports omitted procurement policy
(0,1), as well as the criteria for selecting suppliers
(0,1). The industry’s disclosure on ethical and
environmental standards and dialogue with business
partners is assessed very low (both 1,1). From the
reporting organisations’ perspective, the average
scores were very low, ranging from 0.5 to 1.0.

When examining the CSR reporting of business
partner issues for 2019, it should be noticed that the
quality and scope of reporting were much more
advanced (Table 10). The weakest elements of non-
financial disclosure of information are again the
procurement policy and the supplier selection criteria
(both 1,2). Industry disclosure of ethical and
environmental standards (1,8) and dialogue with
business partners (1,4) still require more attention.
From the point of view of the reporting organizations,
the average scores were ranging from 1.0 to 2.5.
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Table 9. Business partners’ issues reporting by Polish
banks —2016 reporting year (published in 2017)
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Table 10. Business partners’ issues reporting by
Polish banks — 2019 reporting year (published in
2020)

E;- : < <z ; A o
® o A7 1z |22 ]Q|&|%
z Sz |z ed < | S| 2|2 2|22
2 C| & 23 A < | % : ~ | 2
B S|z |2gcE: 8 5|5 5|2k
z 2 Fls8C8Z ¢c)g|2 82 ¢
: 29 4E|Z|% 2| *|* =
S o = =
Procurement
policy 1 1 1 1 1 1 3 1 1 | 120
Criteria for
selecting 1|1 1| 1|11 |1|3|1]1]12
suppliers
Ethical and
F._m'lronmental 1 1 ) 2 2 2 2 2 2 2 | 1,80
Standards
Dialogue with
Business 1 1 2 1 1 b] 2 2 1 1 | 140
Partners
=
2
< =) =) 1= e ) =] 1= =) w w )
o = C}' i r\! N' 'y i, 7, "1:
= - o= - = =] = = =] - -
-
-

Source: Authors’ elaboration

Communities’ issues reporting by Polish banks
When analysing banks' CSR reporting for 2016 on
community issues, it should be stated that once again
the quality of reporting was rather low, and the scope
very narrow (Table 11). Industry support for culture
or sport is marginal (0.9 and 0.8, respectively), as is
commitment to science development (0.6) and
support for local business (0.6). Banks’ engagement
in education (1.0) and social activity (1.5) is slightly
better. Organization-level report analysis revealed
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that average scores were rather low, ranging from
0.331t0 1.67.

Table 11. Communities’ issues reporting by Polish

banks — 2016 reporting year (published in 2017)
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Table 12. Communities’ issues reporting by Polish

banks — 2019 reporting year (published in 2020
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When examining banks' reports for 2019, it
should be noted that the quality of reporting was
much better and the scope was slightly wider (Table
12). The least presented issue was involvement in the
development of science (1.0) and support for local
business (1.2). The remaining issues were rated 1.5.
From the perspective of the reporting organizations,
it was revealed that the average scores were
moderate, ranging from 0.50 to 2.50.

Environment issues reporting by Polish banks
Taking into account the CSR reports for 2016 of

the studied banks in terms of environmental issues, it

should be emphasized that both the scope and quality
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were rated low again (Table 13). The worst reported
were pro-environmental products (0.8),
environmental education campaigns (0.8) and
environmental sustainability (0.98). The most
frequently reported problem was the introduction of
environmentally friendly solutions (1,2). From the
perspective of the reporting organizations, it can be
seen that the average scores were relatively low,
ranging from 0.4 to 2.0.

Table 13. Environment issues reporting by Polish
banks — 2019 reporting year (published in 2020)
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Table 14. Environment issues reporting by Polish

banks — 2019 reporting year (published in 2020)
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Taking into account the banks' CSR reporting for
2019 on environmental issues, it should be
emphasized that both the scope and the quality
improved significantly (Table 14). The least
disclosed issue was the introduction of
environmentally friendly solutions (1.5). while the
best-reported issue was environmental sustainability
(2.08), with paper reporting being particularly highly
rated. From the point of view of the reporting
organizations, the average results varied greatly,
ranging from 1.05 to 3.0.

5 Discussion

The research carried out shows that the banking
sector has coped very well with the implementation
of the Directive and has significantly improved both
the quality and scope of disclosed non-financial
information.

Table 15. CSR issues reporting by Polish banks —
2016 reporting year (published in 2017)
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CUSTOMERS 067 | 100 | 167 | 100 | 100 | 1.00 | 111 | 078 | 078 | 056 | 0,96
BUSINESS PARTNERS 050 | 075 | 075 | 050 | 050 | 050 | 050 | 050 [ 100 | 050 | 0,60
COMMUNITIES 067 | 050 | 150 | 167 | 133 | 100 | 033 | 033 | 067 | 117 | 0
ENVIRONMENT 040 | 200 | 095 | 070 | 125 | 095 | 075 | 105 | 100 | 040 | 0,95
AVERAGE 054 | 100 | 130 | 1,03 | 1,07 | 097 | 092 | 0.66 | 083 [ 059 | 089

Source: Author's elaboration

In terms of the banks reporting for the year 2016
(Table 15), it should be noticed that only the
employee category was granted an average score
over 1.0. The rest of the categories were granted
average scores below 1.0. The weakest category of
the banking industry’s reporting was that of business
partners (0,6).

Appraising the banks’ reporting for the year 2019
(Table 16), it should be noticed that all six categories
were granted an average score much over 1.0. Again,
the weakest category of the banking industry’s
reporting was that of business partners (1,4) together
with communities (1,36).
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Table 16. CSR issues reporting by Polish banks -
2019 reporting year (published in 2020)
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Source: Author's elaboration

The analysed reports show that the quality of
reporting in the case of the six analysed categories
was quite similar, but the scope of reporting was very
diverse. The broadest range covers the categories of
employees and the environment, while the narrowest
covers business partners, investors and shareholders.
However, the analysed reports of the banks were very
diverse and one could find very good and very weak
reports.

The results of the conducted analyses also indicate
the strongest and weakest elements disclosed in the
non-financial reports of Polish banks. The best ones
are employee issues and environmental sustainability
issues. They can be a good example for the entire
banking sector, not only in terms of the reporting
method itself, but also the solutions used in the scope
of individual issues. The remaining elements,
although much better presented after than before the
Directive implementation, still require a lot of work
on the part of the entire sector. However, in each of
the researched issues, there are very good practices
that should be promoted within the banking and
entire financial sector.

The conducted analyses are not only a diagnosis
of a qualitative change in the scope of CSR reporting
in accordance with the guidelines of the Directive,
but are a starting point for comparisons with other EU
countries covered by the Directive, as well as other
regions more or less advanced in non-financial
reporting. It is important to take into account the
specificity of the financial sector in these
comparisons, including the specificity of the banking
sector, which, due to its economic and social role,
should take actions consistent with its activities (e.g.
in the field of education, financial education of the
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society is particularly important, and in terms of
impact on the natural environment, it is important to
reduce the consumption of paper and introduce new
products and services that will have a neutral or
positive impact on the condition of the natural
environment). It is worth taking advantage of good
international practices, but also sharing with the
international community solutions that the sector
deems particularly worth promoting.

6 Conclusions

The study presented in the article focused on the
scope and quality of CSR reporting of the Polish
banking sector in the six categories: employees,
investors and shareholders, customers, business
partners, communities and the environment. The
results of the study show that the banking sector has
dealt very well with the implementation of the
Directive and has made significant progress in terms
of both the scope and the quality of non-financial
information disclosure.

Nevertheless, due to the role of the banking sector
in the economy and society's expectations regarding
the social responsibility of banks, further intensive
work on CSR reporting in the banking sector is
necessary. The diagnostic tools proposed by the
researchers (e.g., the one used in this study) and
practitioners of non-financial reporting, as well as
organizations that develop standards, frameworks
and guidance, and good national and international
practices in areas that need changes, can support this
process.

Although the conducted analyses allow for a
holistic view of the non-financial reporting of the
Polish banking sector, it should be emphasized that
this assessment has some limitations, as the sample
covers only the largest banks. Moreover, the study
concerned only the Polish banking sector and it is
possible that the analysis of banks’ reports from other
EU countries could have produced different results.
Thirdly, because we only study 2 selected years, this
analysis has not reveal the dynamics of changes in the
scope and quality of reporting in the long term.
Analysing trends over several reporting years could
reveal different patterns in CSR reporting practices
due to the dynamics of the business environment or
the bank’s CSR maturity.

Despite these limitations, the authors believe that
the study makes an important contribution to existing
literature. According to the authors' knowledge, the
research results are the first to present an in-depth
analysis of the impact of the NFI Directive on the
CSR reports of financial institutions and their
reviews. The characteristics of banking sector
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practices presented in this paper can help other
financial institutions with CSR reporting and
encourage them to adhere to recognized standards.
From a theoretical perspective, the article adds to
current knowledge and provides an overview of
banking sector reporting practices, showing strengths
and weaknesses in this area. The research results
show that the banking sector reporting practices,
although significantly improved, are still at an early
stage.

In future research, it would be interesting to find
out what is the scope and quality of CSR reporting in
the banking sector in relation to other "old" and
"new" EU member states. It would also be very
valuable to see if the NFI Directive has had an impact
on the quality and scope of corporate social
responsibility reporting in other industries. From the
perspective of the banking sector, it would be very
useful to research particular issues in Poland and
abroad in order to identify trends and good practices
consistent with the financial sector.
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