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Abstract 


In my Master’s thesis, I focus on the topic of sustainability reporting, the context, history and 
 recent  development.  I  aim  my  research  at  the  2014/95/EU  Directive  on  non-financial 
 information disclosure and the impact that its implementation had on sustainability reporting 
 in the Czech Republic. 


Companies fulfilling specific requirements are obliged to report on environmental, social and 
 employee-related and bribery matters, human rights, and anti-corruption. They shall describe 
 their business model, outcomes and risks of policies on  the topics above, and the diversity 
 policy applied for management and supervisory bodies.  


By issuing this Directive, the European Union takes the next step towards transparency and 
 corporate accountability, speeding up the development of sustainable reporting and changing 
 the mind-sets of managers and business leaders.  
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INTRODUCTION 


In a rapidly evolving world, traditional ways of corporate reporting are becoming outdated.  


The  value  of  things  changes  for  each  of  us.  We  value  intangibles  way  more  than  tangible 
 property, we put experiences over the ownership. This shows for example in the increasing 
 popularity  of  shared  economy  business  models.  Naturally,  what  consumers  and  investors 
 expect  from  the  companies  goes  in  line with  this  trend.  In  the  1970s  the  equity value  of a 
 company represented over 80% of its total value, while the intangibles represented less than 
 20%.  Nowadays,  it  is  the  other  way  around,  as  non-financial  aspects,  such  as  the  brand, 
 reputation and business relations count for more than 80% of the total value, while the future 
 cash-flows only represent less than 20% (Tomo, 2015). 


Obviously,  there  is  a  need  for  change  which  would  reflect  the  dynamics  of  business 
 development. In the 2015 FEE study on ‘The Future of Corporate Reporting’, the president of 
 the Federation of European Accountants said: “…the growing difference between the market 
 capitalization  and  net  asset  value  of  global  corporations  represents  the  key  rationale  for 
 review,  enhancement  and  change  of  existing  corporate  reporting  model,  so  as  to  capture 
 comprehensively the true value drivers of current business.”  


Islam  (2017)  adds,  that  the  historical,  backward-looking  perspective  of  the  traditional 
 reporting is not consistent with the success and survival of a company. The accelerating pace 
 of change calls for forward-looking and strategic information, which is relevant in real time. 


Information  about  the  governance,  brand,  reputation,  risks,  as  well  as  social  and 
 environmental issues, have yet to be part of regular corporate annual reports. Moreover, it 
 becomes clear that companies with tradition in non-financial information disclosure, advance 
 their  brand  perception  and  increase  shareholder  value.  “Reporting  transparency  and 
 accountability  issues  are  the  mark  of  the  post-Enron  era,  when  the  need  for  extensive 
 reporting  frameworks  was  clearly  demonstrated,”  argues  Islam.    At  the  same  time,  the 
 significance  of  corporate  responsibility  and  sustainable  business  practices  was  becoming 
 widely recognized. 


As a notion of sustainable development, the trend of nonfinancial reporting quickly gains a 
recognition among more parties, that are joining the discussions. Consumers, being educated, 
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active  and  able  to  find  any  information  at  any  time,  are  becoming  an  informed  and  valid 
 stakeholder. Consumers push for transparency and higher involvement of authorities to make 
 businesses accountable for their actions. “People like to do business with companies they trust 
 and  if  they  lose  trust  they  go  elsewhere”,  says  Elisabeth Solvang  at  the  ACCA  Brussels 
 conference. She claims that: “Non-financial reporting should be owned and fulfilled with the 
 same vigour as financial reporting. If companies compromise the trust of  society, customers 
 and shareholders will migrate elsewhere.”  


All  the  above-mentioned  signs  suggest  that non-financial  reporting  is becoming one of  the 
 standard business practices in the 21st century. 


The aim of my thesis is therefore to map and describe developments of non-financial reporting 
 with a special focus on the 2014/95/EU Directive on ‘Disclosure of non-financial information 
 and diversity information ‘, as one of the most recent initiatives by the European Commission. 


To be able to assess its effectiveness, I am going to analyse the impacts of its introduction on 
 the non-financial reporting environment in one of the Member states, the Czech Republic. 


The first section of the first chapter guides us through the history of corporate reporting, from 
 the  necessary  reporting  on  financial  results  to  the  voluntary  disclosure  of  non-financial 
 information. It describes historical developments, gradual stakeholder engagement and the 
 shift  towards  higher  transparency  as  a  consequence  of  particular  events  affecting  global 
 economy.  


Section  1.2  presents  arguments  and  motivations  for  non-financial  information  reporting, 
 supported  by  the  advantages  it  brings  to  companies,  followed  by  the  section  1.3  which 
 provides a list of international organizations promoting or regulating non-financial reporting 
 and sustainable development on the global level. 


Section 1.4 focuses on discussions leading to the draft of the EU Directive, summing up the 
 reasons  for  its  introduction  and  expected  impacts  of  its  adoption.  In  addition,  section  1.5 
 provides a broader overview of EU activities in the field of corporate social responsibility and 
 corporate transparency. 


Second chapter dives deep into the design, contents and scope of the EU Directive. It lists the 
specific obligations, who are these obligations targeted at, and why. Section 2.2 describes a 
whole  range  of  frameworks  for  non-financial  reporting  recommended  by  the  European 
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Commission, proving that there is a high variety of different approaches and definitions, which 
 makes the reporting process even more complicated. The chapter is wrapped-up by a section 
 on non-financial reporting assurance, which naturally follows any external reporting process. 


In chapter three I describe selected research methodologies and provide arguments as to why 
 I believe this approach is the most suitable one to be able to answer my research question: 


‘How did the implementation of the 2014/95 EU Directive affect the non-financial reporting 
 environment in the Czech Republic?’, 


I am going to set several hypotheses, which will be tested. I explain how and from whom I am 
 going to obtain the data and how I am going to work with it. 


Then, I proceed with the Case study of the Czech Republic. For contextual purposes, I begin 
 with a short historical overview of non-financial reporting practices in the country.  


The rest of the research is divided into separate sections or as I call it, perspectives: company’s 
 perspective, public perspective and the Government’s perspective. Each section is focused on 
 different group which I assume would be affected by the adoption of the new legislation. As I 
 am investigating an effect of the legislation, a change between two points in time (before and 
 after the adoption), each of the perspectives includes a year-to-year comparison of the years 
 2016 (before the adoption) and 2017 – 2018 (right after the adoption). 


Chapter five, Main Findings, comes back to the hypotheses described in chapter three, which 
 are either supported or refuted based on the outcomes of my research. 


Finally, in chapter six I conclude on my findings and assess whether or not I fulfilled the aim I 
set for myself at the beginning of my thesis and describe the overall contribution of my work.  
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1. HISTORY OF NON-FINANCIAL REPORTING 


In todays’ world and business environment, it becomes clear, that financial information alone 
 is  no  longer  enough  to  provide  a  complete  picture  of  the company’s  situation  and  value. 


Modern  finance  and  portfolio  theories  admit,  that  there  are  many  elements  affecting 
 company’s value, which cannot be measured in monetary units. Non-financial information has 
 a potential to solve the incompleteness issue and become the link between the market value 
 (fair  value),  book  value  (accounting  value),  and  the  value  creating  process.  (Federation  of 
 European Accountants, 2015). 


The description of the gradual evolution of corporate reporting is clearly summed up by Dr. 


Islam  in  his  paper  ‘Corporate  Reporting  Concept  and  the  Emergence  of  Nonfinancial 
 Information Reporting’. He introduces four phases of corporate reporting evolution, to show 
 how the non-financial information found its way into the annual reports. 


Stewardship reporting 


The trend in corporate reporting up until the 1970’ was simply to disclose the financials, report 
 on  assets  and  shareholders  returns.  With  increasing  size,  the  number  one  problem  of  the 
 majority of companies was, how to raise funds on the capital markets. For shareholders, the 
 main performance indicator, at that time, was the return on investment (Islam,2017).  


Decision-oriented reporting 


During  the  1980’,  the  idea  of  management  accountability started  to  appear  in  corporate 
reports, including performance-based  information. At  the  same  time,  capital  markets  were 
growing and so was the number of companies fighting for the funds. To be able to compete, 
companies started to disclose decision-oriented information (Islam,2017). 
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Expanded disclosure reporting 


The  contest  among  corporations  led  to  a  beginning  of  voluntary  additional  disclosures.  To 
 attract  funds,  companies  disclosed  extended  information,  building  trust  in  investors  and 
 decreasing  uncertainty.  Apart  from accountability  towards  shareholders,  there  was  a  rising 
 movement  of  companies  becoming  accountable  towards  society.  It  created  broader 
 awareness  about  the  need  for  non-financial  information  disclosures  on  the  market 
 (Islam,2017). 


Corporate stand-alone reporting 


The stand-alone reporting is based on completeness of information and responsiveness of an 
 organization to its stakeholders, who are becoming more and more demanding in terms of 
 disclosures.  It  highlights  accountability  and  assurance.  It  can  be  defined  as  a  practice  of 
 determining, disclosing, and being liable to stakeholders for corporate performance in terms 
 of sustainable development (Islam,2017). 


Some early forms of non-financial reporting date back to 1970’, when some companies in the 
 US  and  Europe  published  social  income  statements,  performance  indicator  reports  or 
 reported on compliance with standards or legislation. However, the trend did not prevail, and 
 only lasted for about 2 years. The world had to wait until the 1990’ to see more conventional 
 companies, such as Nike or Shell, to publish more extensive social reports. It was mainly the 
 case  of  large  companies,  having  a  social  impact  in  developing  countries,  following  the  UN 
 sustainable development agenda (Islam,2017). 


Environmental reporting followed the suit, when in the early 1990’, companies such as Norsk 
Hydro or Montesano, reported on the environmental impact of their activities. However, in 
the 1980’, US regulatory requirements began to demand the disclosure of some non-financial 
information,  related, in  particular,  to  air  and  water  pollution  (Baue,  2004).    Environmental 
reports  included  descriptions  of  environmental  policies  and  actions  taken  to  mitigate  the 
negative  impact.  Consequently,  international  organizations,  such  as  UNEP  (United  Nations 
Environment Programme), started issuing standards and reporting guidelines (Islam,2017). 
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 Following  the UN  Conference  on  Environment  and  Development  held in  1992,  sustainable 
 development became an internationally accepted goal. To take the mission seriously and to 
 become a sustainable corporation is a lengthy and uneasy process. One needs a consistent 
 long-term strategy, accompanied by a measurement system and reporting framework. Figure 
 1 perfectly demonstrates the concept of corporate sustainability (or non-financial) reporting, 
 which integrates financial, social and environmental reporting (Islam,2017). 


Figure 1: Visualisation of sustainability reporting concept, (Islam, 2017). 



1.1 Stakeholder theory 


In fact, corporate reporting has always reflected the demand for information. In other words, 
 companies disclose only the information for which they are asked by their stakeholders. 


The concept of stakeholder theory was introduced in 1984 by Mr. Edward Freeman in his book 
Strategic  management:  A  Stakeholder  Approach.  To  identify  company  stakeholders  can  be 
sometimes  quite  challenging  but  inevitable.  According  to  Dr.  Wilson  (2003),  stakeholder  is 
defined as a “a party that has an interest in a company and can either affect or be affected by 
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the business.” Those are typically shareholders, investors, employees, suppliers, customers, 
 state  authorities,  or  NGOs.  It  is  in  the  best  interest  of  each  company  to  define  its  key 
 stakeholder groups to be able to create strategies for dealing with them.   


In reality, each stakeholder group has different goals and priorities, and a good strategy should 
 be  able  to  satisfy  all  of  them.  There  are  goals  such  as  economic  profit,  or  increasing  the 
 company value, which are common for most of the groups. However, due to the increased 
 number  of  groups  joining  the  stakeholder  dialogue,  the  topics  of  social  justice  and 
 environmental protection are becoming very relevant. The main role of stakeholder theory is 
 to  provide  a  context  and  business  arguments  for  implementation  of  sustainability  into  the 
 core strategy, therefore reporting on it. It gives the  necessary proof, that by improving  the 
 relationship with the parties of interest and gaining positive reputation, the economic profits 
 grow as well (Wilson, 2003). 


In terms of sustainability reporting, stakeholder dialogue is the very first step to be able to 
 define a long-term strategy and present relevant, understandable information. Rowbottom 
 and  Locke  (2016)  noticed  that  the  stakeholder  perspective  gives  a  base  for  a:  “reporting 
 framework that provides awareness of the collective positive and negative impacts of business 
 activity with a focus on accountability as opposed to long-term performance drivers.” 


In addition  to  stakeholder  theory,  sustainability  reporting builds on  a  concept  of  corporate 
 accountability.  Initially,  corporate  accountability  was  based  on  the  agency  theory,  within 
 which  the  shareholder  is  the  ‘principal’,  providing  the  capital,  and  manager  is  the  ‘agent’ 


acting in the best interest of the shareholder. Nowadays, corporate accountability does not 
 only  apply  this  to  the  shareholder-manager  relationship,  but  also  manager-society  or 
 manager-environment  relationship  to  stress  the  importance  of  nonfinancial  information 
 reporting (Wilson, 2003). 


To support the claim of the ‘new-coming’ stakeholders, there is a theory, which argues that 
there  is  a  social  contract  between  organisations  and  society,  within  which  they  operate 
(Senne, 2017). Campbell (2002) explains, that the theory suggests that the difference between 
how  the  organisation  wishes  to  be  seen  and  its  actual  reputation  may  be  reduced  using 
nonfinancial disclosures. Achieving legitimacy through sustainability reporting has a strategic 
importance because it mitigates reputational risks (Senne, 2017).  
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The  description  of  the  history  and  theories  behind  the  non-financial  (or  sustainability) 
 reporting  aimed  to  provide  a  sufficient  base  for  the  reader’s  understanding  of  the  global 
 context, arguments and underlying theories. Following section will be focusing on the reasons 
 for non-financial information reporting from the companies point of few, showing the benefits 
 arising from the activity. 



1.2 Reasons for non-financial data reporting 


According to the World Bank (2003), the framework of corporate governance is based on four 
 pillars:  responsibility,  accountability,  fairness  and  transparency,  otherwise  referred  to  as 
 RAFT.  New  governance  principles,  together  with  extensive  codes  of  conduct  and  new 
 disclosure  policies  led  to  an  increase  in  the  share  of  non-financial  information  in  annual 
 reports.  The  growing  importance  of  non-financial  information  suggest  a  direct  connection 
 between the company value and its governance. For companies, non-financial reporting is a 
 tool of risk management and reputation management. It allows them to communicate critical 
 messages  to  the  stakeholders,  not  skewed  by  external  media,  to  overcome  past  negative 
 publicity and to build up good will (Islam, 2017). 


Based on  the  long-term  research by  Ernst  &  Young, investors  are  convinced  that  there  are 
 long-term  economic  benefits  behind  the  high  ESG  (Environmental,  social  and  governance) 
 ratings  and  they  are  turning  their  focus to  a long-term  value  creation.  51%  of  respondents 
 agreed  that  in  order  to  generate  sustainable  returns,  companies  need  to  focus  more  on 
 governance, environmental and social factors. 42% of respondents strongly agree, that in the 
 long-term, ESG issues have real and quantifiable impacts (EY, 2016). 


The  research  also  revealed  the  details  of  companies’  motives  to  report  non-financial 
information. 74% of respondents believe it is to build corporate reputation, 62% seem to it is 
a  simple  regulatory  compliance,  37%  believe  it  is  a  response  to  investor  request  and 
demonstration of risk management. The research results also imply, that between 2015 and 
2016 there has been a decrease in non-financial information usage by the investors because 
of the lack of assurance and high rates of noncompliance (EY, 2016).   
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At the ACCA co-hosted conference in Brussels (2016) focused on ‘Non-financial reporting: the 
 impact on the relationship between boards and auditors’, different speakers presented their 
 views on the topic.By some, non-financial reporting is viewed as a mean to adding a context 
 to  the  management  report  and  an  opportunity  to  explain  company’s approach  towards 
 environment,  corruption  or  human  rights.  Some  believe, it helps  companies  to understand 
 their own long-term value creation but if the task is approached as a box-ticking exercise, the 
 point is completely lost. It pays off to take it seriously. Necessary to point out is the fact, that 
 non-financial reporting often exists ‘in between compliance and PR communication’ or a pure 
 PR communication in case of the ‘green washing’. To avoid this, the compliance needs to be 
 assessed  on  measurable  performance  indicators  and  need  to  have  a  clear  ownership  and 
 ultimate responsibility within the company (ACCA, 2016). 


What is the most challenging part for many organizations is the ability to assemble so many 
 different  structured  (numerical)  and  unstructured  (narrative)  information  from  different 
 sources,  without disturbing  the  integrity and  consistency of  the  information  in  the  process 
 (Integrated Reporting, 2015). 


Realizing how challenging the process can be and answering to companies‘ need for guidance 
 and support, many international organizations have taken on a mission of providing standards, 
 frameworks and education in the field. 



1.3 International organizations 


European  developments  (the  Directive)  cannot  be  taken  out  of  the  global  context  and 
therefore it  is  important  to  know  the  global  players  to  understand  the  game.  Some  of  the 
international organizations relevant to sustainability reporting have already been mentioned 
but only in short. Section 1.4  guides through their sustainability initiatives, individual histories, 
agendas  and  activities.  Individual  frameworks  developed  by  the  organizations  will  be 
discussed in detail in section 2.2. 
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International Labour Organization 


The ILO was established in 1919 as a tripartite agency, uniting governments, employers and 
 workers, in the efforts of setting labour standards, developing policies and promoting decent 
 work.    In  November  1977,  the  Governing  Body  adopted  an  instrument  providing  direct 
 guidance on social policy and sustainable, responsible and inclusive workplaces practices. It is 
 called  the  ILO  Tripartite  Declaration  of  principles  concerning  multinational  enterprises  and 
 social policy (or MNE Declaration). The aim was to encourage the positive impact that MNEs 
 can make to economic and social progress by the uptake of suggested principles. It was last 
 amended in 2017 at the occasion of the 2030 Agenda for Sustainable Development adoption 
 (ILO, 2018). 


International Standards Organization 


International Standards Organization was established in 1947, in Geneva, Switzerland, as an 
 independent  NGO,  with  the  aim  of  coordination  and  unification  of  industrial  standards.  It 
 began as an assembly of 25 members and grew into a platform of more than 164 members 
 and 786 technical committees. To date ISO has published over 22 000 international standards 
 covering the majority of areas of technology and manufacturing. The standards most relevant 
 to  sustainability  reporting  are  ISO  14001:  Environmental  management,  ISO  50001:  Energy 
 management and ISO 26000: Corporate social responsibility, which will be further discussed 
 in section 2.2 among other frameworks (ISO, 2018). 


OECD Guidelines for Multinational Enterprises 


The  OECD  Guidelines  for  Multinational  Enterprises  is  the  first  and  the  only  multilaterally 
 agreed code of responsible business conduct, promoted by the governments of OECD member 
 states.  The  Declaration  and  Guidelines  were  originally  adopted  in  1976  and  subsequently 
 revised numerous times after that. The last revision took place in 2011 (OECD, 2018). 


The  Guidelines  provide  a  set  of  recommendations  in  a  form  of  non-binding  principles  and 
standards for responsible business conduct consistent with applicable laws and internationally 
used standards. As an accompanying document, the OECD issued a Due diligence guidance for 
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responsible  business  conduct,  which  provides  its  users  with  practical  support  and  tips  for 
 implementation.  Sorted by sectors, such as institutional investment, agriculture, extractive 
 industry  or  garment  and  footwear  production,  the  due  diligent  guidance  series  provides  a 
 universal  recommendation.  In  the  Annual  reports  on  OECD  Guidelines  for  Multinational 
 Enterprises,  the  organization  reports  on  the  activities  undertaken  to  promote  the 
 implementation of principles and standards and government policies supporting responsible 
 business conduct (OECD, 2018).  


Global Reporting Initiative  


GRI  was  established  in  1997  as  an  independent  international  organization  promoting 
 sustainability  reporting.  It  helps  businesses  and  governments  all  around  the  world,  to 
 measure, understand and communicate their impact on key sustainability issues. Apart from 
 standards’  development,  GRI undertakes  various activities  to  support  their  widespread use 
 and implementation (GRI, 2018). 


GRI standards are continuously developed and improved in line with the public interest  and 
 in cooperation with various stakeholders. They are available as a free public good to anyone, 
 who wishes to use them. However, there is a one-off charge for translation to a local language 
 (GRI, 2018).  


UN Global Compact 


Established in 1999, the United Nations Global Compact is the widest corporate sustainability 
 initiative.  It  provides  principle-based  framework  and  best  practices,  organizes  networking 
 events  and  gathers  resources  to  promote  corporate  sustainability  practices  and  reporting. 


Companies  are  joining  on  voluntary  bases,  to  commit  to  the  implementation  of  the  ten 
 universal  sustainability  principles  related  to  four  areas:  human  rights,  labour,  environment 
 and anti-corruption (UN Global Compact, 2018). 


UN  Global  Compact  is  closely  tight  to  the  Agenda  2020  and  the  UN  SGDs  (Sustainable 
development goals), set in September 2015, which represent a global strategy to achieve a 
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better future. There are 17 goals, each having its own targets and agenda, listed in Table 1 
 (UN Global Compact, 2018).  


1.  No poverty  7. Affordable and clean 
 energy 


13. Climate action 


2.  Zero hunger  8. Decent work and 
 economic growth 


14. Life below water 


3.  Good health and well-
 being 


9. Industry innovation 
 and infrastructure 


15. Life on land 


4.  Quality education  10. Reduced inequalities  16. Piece, justice and 
 strong institutions 


5.  Gender equality  11. Sustainable cities and 
 communities 


17. Partnerships for the 
 goals 


6.  Clean water and 
 sanitation 


12. Responsible 
 consumption and 


production 


 Table 1: List of the SDGs (UN Global Compact, 2018) 
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Sustainability Accounting Standards Board (SASB) 


The SASB was founded in 2011 and similarly to  FASB, which develops accounting principles 
 and  standards  in  the  US,  SASB  takes  on  the  part  of  developing  sustainability  accounting 
 standards. The aim is to integrate the standards into the so-called Form 10-K, which is filed by 
 public  companies  in  compliance  with  the  US  SEC  (Securities  and  Exchange  Commission) 
 requirements (Scott, 2012). 


The  non-financial  disclosure  standards  are  industry-specific  and  build  on  a  concept  of 
 materiality, in the sense that they are set to capture financially material sustainability matters. 


Financially  material  means  that  they  are  likely  to  have  a  material  impact  on  company’s 
 financial performance or condition. The standard-setting process includes among other things 
 a broad and balanced stakeholder participation (SASB, 2018). 


The difference between conventional frameworks, such as Integrated Reporting <IR> and the 
 GRI  framework,  both  described  in  section  2.2, and  the  SASB lies  mainly in  the approach  to 
 changing the style of reporting. While the first two work on creating new  landscapes, SASB 
 aims at retaining current financial regulation system but requiring submission of wider set of 
 information. SASB also cooperates with IIRC and GRI on harmonization across the standards 
 (Greenstone, 2017). 


International Integrated Reporting Council (IIRC) 


The IIRC, previously known as the International Integrated Reporting Committee, was formed 
 in 2010 and its aim is to create a globally used framework for the process of value creation 
 reporting and communication. It brings together representatives from corporate, accounting, 
 investment, regulatory, academic and standard-setting sectors, who are a part of a Working 
 Group, taskforces and a Steering Committee (IASPlus, 2018). 


In  2010,  the  stated  objective  was  to  bring  to  light  an  internationally  accepted  integrated 
reporting framework by the year 2014. In December 2013, the IIRC published its first edition 
of the ‘International Integrated Reporting <IR> Framework’ (IASPlus, 2018). 
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There  are  other  providers  of  guidance  related  to  sustainability  reporting  and  non-financial 
 information  disclosures,  however  the  above-mentioned  are  considered  to  have  a  global, 
 universal and most widely accepted approaches.  


Apart  from  the  international  organizations,  which have  been  ruling  for  the  cause  for  quite 
 some time, recently, there have been a milestone events reminding the world the importance 
 of more extensive non-financial disclosure. 


The  2015  Paris  Climate  Conference  (COP21),  organized  by  the  UNDP  (United  Nations 
 Development Programme) from 30 November to 11 December, brought all nations together 
 for the first time, to agree on a new universal global climate change tackling agreement. A 
 new commitment to tackle the climate change was announced, the starting point being a long-
 term effort to stop the temperatures from rising more than 2 DC. The UNDP offers a support 
 the countries and their governments in a form of grant funding and know-how sharing. The 
 commitment aims to an expansion of clean and renewable energy use, avoiding deforestation 
 and  calls  for  investments  in  climate  change  adaptation  for  those  countries  most  severely 
 affected by the impacts. The Paris Agreement requires all participants to regularly report on 
 their  emissions  and  implementation  efforts,  through  nationally  determined  contributions 
 (NDCs) (UNFCCC, 2018).  


To date, there have been three follow-up conferences, last one taking place in Katowice, in 
 December 2018, known as the COP 24. The main focus of the last conference were three key 
 topics:  


•  Technology –  presenting  most  recent  climate-friendly  solutions,  electromobility and 
 zero-emission transport,  


•  Human – emphasizing the need for solidarity and fair transformation of regions and 
 industries, and 


•  Nature – presenting sustainable forest management and setting of a synergic view on 
 biodiversity and desertification (COP24, 2018). 


Moving on from the international organizations, there is one more significant initiative worth 
mentioning, which  reminds  the  society  and businesses  of  the  significance and  role  of  non-
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financial information and its connection with financial reporting. It is a project, established by 
 The Prince of Wales in 2004. 


Accounting  for  Sustainability  (A4S)  is  a  project  aimed  to: “…help  ensure  that  we  are  not 
 battling  to  meet  21st  century  challenges  with,  at  best,  20th  century  decision  making  and 
 reporting systems.” The project calls on the finance leaders to inspire an action and drive a 
 shift  towards  sustainable  economy  and  business  models.  The  project  emphasizes  the 
 importance  of  understanding  that  our  economic  success  depends  on  stability  of  our 
 communities and natural environment, and not simply on the short-term financial outcomes 
 as  viewed  by  the  traditional  financial  and  accounting  systems.  It  brings  together  CFOs, 
 investors, capital markets, accounting community, academia and policy makers. It shows as a 
 very  reasonable  approach  because,  as  Robin  Stalker,  the  CFO  of  Adidas  Group  says:”  Our 
 definition  and  understanding  of  performance  must  move  beyond  traditional  financial 
 metrics.” ‘Our’ meaning especially the wide finance and accounting community (A4S).  


Governments and regulators can join forces with A4S on knowledge sharing and increasing 
 the public and private sectors’ collaboration. Their role is very important because no matter 
 how noble, the concept of sustainability must to be supported by adequate regulatory and 
 reporting regimes to bring about anticipated results (A4S). 


As a result of global discussions and pressure, the European Commission decided to take an 
 action and introduce a solution of its own. Next section summarizes the outcomes of the 2013 
 assessment of the new directive and lists the key areas and issues it is supposed to tackle. 



1.4 What issues is the EU Directive supposed to tackle?


During the impact assessment carried out by the Commission services, it has been discovered, 
 that  only  2  500  out  of  42 000  large  companies,  in  the  EU,  formally  disclosed  non-financial 
 information on a yearly basis, while most of them do not even adequately met users’ needs 
 (European Commission, 2013). 


One  of  the  goals  of  the  impact  assessment  was  to  understand  the  reasons  for  such  an 
unfavourable results and market gap. Firstly, market incentives have been set insufficiently or 
unevenly, so despite the increase in demand for non-financial information, there has not been 
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enough benefits related to the disclosure. Secondly, the regulatory responses at the EU level 
 as  well  as  at  the  Member  States’,  have  not  been  very  effective  in  addressing  the  issue 
 (European Commission, 2013).  


In reaction to unfavourable results of the research, in 2013, the European Commission decided 
 to  take  the  opportunity  and  improve  the  transparency  of  environmental  and  social 
 information disclosed by companies, to increase the European standard and catch-up with the 
 Western countries. Some of the Member states have already developed a legislation acceding 
 requirements of the Accounting Directives, however there was a high level of diversity and a 
 lack of clarity (European Commission, 2013). 


The decision was made, to take a non-intrusive approach setting general requirements and 
 leaving  companies  extensive  flexibility.  Companies  may  use  any  existing  national  or 
 international  framework  and  define  the content  of  internal  policies.  In  addition, in  case  of 
 Directive, each Member State is able to manage the adoption and customize the Directive, 
 while achieving the results set by it (European Commission, 2013) 


Prior  to  the  proposal  for  amendment,  the  Commission  services  led  dialogues  with  various 
 stakeholders, to gather views of different interested parties, such as preparers and users of 
 the reports, NGOs, etc. (European Commission, 2013). 


The key objectives of the proposal were: 


•  To increase the quantity of disclosed information 


•  To increase the quality of disclosed information 


•  To increase diversity in the boards of companies 


The Directive, among others, tackles the issue of insufficient diversity in the boards, which, 
 according to the European Commission (2013), may lead to homogenic views and resistance 
 to  innovative  ideas.  There  is  also  an  ambition  to  prevent  unequal  treatment  and  fight 
 discrimination in decision-making boards of the companies.  


By  tackling  the  above-mentioned  issues,  it  is  believed,  there  would  be  an  improvement  in 
business performance and accountability, as well as, the ability of investors to obtain relevant 
and timely information (European Commission, 2013).  
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The Directive would be set to target business-relevant information, used for decision-making 
 purposes of the management, investors and other stakeholders. It would provide significant 
 flexibility and would not intent to impose unnecessary administrative burden, especially on 
 the small and medium companies, which will not be a subject to the requirements. For large 
 enterprises, the costs are believed to be adequate to the usefulness and value of disclosed 
 information  Additional  costs  related  to  specific  staff  training,  data  collection,  drafting  and 
 publication of the reports, have been estimated to range between €600 and €4300 per year 
 per  company.  The  overall  costs  may  reach  in  total  around  75  million  euros  (European 
 Commission, 2013). 


Additionally, in case the information is reported in consolidated reports, subsidiaries will be 
 not obliged to issue their own non-financial reports (European Commission, 2013). 


1.4.1 Expected impacts 


1.  Social impacts 


Encouraging boards to include social matters in their business strategies. Better employment 
 relations  through  higher  transparency  and  reduction  of  risks  and  costs  related  to  labour 
 conflicts. Higher diversity in board rooms could increase diversity at all company levels.  


2.  Environmental impacts 


The obligation to disclose and measure information related to environmental policies and risk 
 management  will  probably  improve  internal  sustainability  awareness  and  resources 
 management.  


3.  Economic impacts 


There will be no budgetary consequences for the EU budget or public authorities. 
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 4.  International aspects 


Thanks to the policy, the EU may gain a leading position at a global level. European companies 
 would be consistent with third-countries initiatives and possibly accelerate the development.  



1.5  Other  EU  activities  encouraging  corporate  transparency  and  CSR  disclosures 


In its 2011 ‘CSR Communication to European Parliament, the Council and other Committees’, 
 the  Commission  introduced  ‘A  renewed  strategy  2011-2014  for  Corporate  Social 
 Responsibility’. The EC (European Commission) again explains the importance and role of CSR, 
 referring  among  others  to  the  Europe  2020  Strategy  for  smart,  inclusive  and  sustainable 
 growth. Ever since the 2001 Green Paper issue and the establishment of the European Multi-
 stakeholder Forum on CSR, the EC has been a pioneer in promoting the CRS agenda. Over the 
 years,  there  have  been  many  business-driven  initiatives,  such  as  the  Business  Social 
 Compliance Initiative, the European Alliance on CSR or Enterprise 2020 (by CSR Europe), all 
 aimed  at  promoting  transparency,  the  multi-stakeholder  approach  and  calling  for 
 standardized regulations (European Commission, 2011). 


Among the main points of the reviewed strategy  one would find: the enhancement of CSR 
 visibility, recognition of good practices, tracking levels of trust in businesses, improving self-
 regulation processes, integration of CSR into education, training and research,  or improving 
 the disclosure of social and environmental information, which was the very base for creating 
 the new Directive (European Commission, 2011). 


The EC’s renewed strategy was largely concerned with SMEs, as they are the most common 
size  enterprises  in  the  EU.  It  takes  into  account  their  particular  characteristics  and  limited 
resources, to avoid posing an unnecessary burden. The EC promised to support their capacity-
building and to improve CSR advisory availability (European Commission, 2011).  
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In  a  wider  context,  the  EU  Directive  on  non-financial  information  disclosure,  is  a  natural 
 response to the global developments and actions, and its target is to accelerate the change in 
 the region and increase the competitiveness of the Single Market. Following section detailly 
 describes  Directive  2014/95/EU  amending  Directive  2013/34/EU  on  the  Annual  financial 
 statements,  consolidated  financial  statements  and  related  reports  of  certain  types  of 
 undertakings. 



2. DIRECTIVE DESIGN AND RECOMMENDED FRAMEWORKS 


 “In  its  resolutions  of  6  February  2013  on,  respectively,  ‘Corporate  Social Responsibility: 


accountable,  transparent  and  responsible  business  behaviour  and  sustainable  growth’  and 


‘Corporate Social Responsibility: promoting society's interests and a route to sustainable and 
 inclusive  recovery’,  the  European  Parliament  acknowledged  the  importance  of  businesses 
 divulging information on sustainability such as social and environmental factors, with a view 
 to  identifying  sustainability  risks  and  increasing  investor  and  consumer  trust.”  (European 
 Parliament, 2014) 


By  definition,  directives  provide  recommendations  and  the  base  for  national  legislation. 


However, each Member State is allowed to tailor it to make the best fit. Nevertheless, the 
 states are obliged to ensure that: “effective procedures are in place to enforce compliance 
 with the obligations laid down by the Directive.” (European Parliament, 2014).  


The Parliament argues that due to cross-border operations of large companies, there is a need 
for coordination of national provisions related to NFI (non-financial information) disclosures 
and to establish a minimum legal requirement as to the extent of disclosures. In the text of 
the  Directive,  the  Parliament  refers  to  the  UN Rio  +20  conference:  ‘The Future We  Want’, 
where the importance of corporate sustainability reporting was widely recognized. Adding, 
that the access to non-financial information is a step towards reaching the goals of the EU 
2020 Strategy for smart, sustainable and inclusive growth (European Parliament, 2014).  
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  2.1 Directive Described 


Undertakings which fall under the Directive 2013/34/EU and are, at the same time, members 
 of  multinational  groups,  are  obliged  to  issue  consolidated  management  reports,  following 
 applicable  national  law  governing  this  section.  To  ensure  cross-border  comparability  and 
 consistency  of  the  information  presented  within  the  Union,  national  laws  need  to  be 
 coordinated and harmonized (European Parliament, 2014). 


Verification by an independent assurance provider is not specifically required by the Directive, 
 however it may be required under the Member State legislation. Statutory auditors shall only 
 verify  that  the  requested  non-financial  information  has  been  provided,  either  as  a  part  of 
 management report or a separate non-financial report (European Parliament, 2014). 


The obligations laid out by the Directive apply to companies fulfilling specific criteria related 
 to public interest, size and financial performance. The reason for setting such criteria is mainly 
 to  exclude  SMEs  (Small  and  medium  enterprises)  in  order  to  sparing  them  unnecessary 
 economical  and  organisational  burdens  related  to  the  compliance  (European  Parliament, 
 2014).  


Disclosure of non-financial information applies to companies being identified as a large public 
 interest  entity  (PIE),  including  banks,  insurance  companies,  listed  companies,  and 
 organizations defined as PIEs by the government, which are meeting at least two of following 
 conditions: 


•  Having at least 500 employees. 


•  Balance sheet exceeding €20 million or  


•  turnover higher than €40 million. 


Disclosure  of  diversity  information  applies  to  listed  companies  alone,  supposing  that  they 
 meet at least two of the following criteria: 


•  Having an average of more than 250 employees. 


•  Balance sheet exceeding €20 million or  


•  turnover higher than €40 million (EY, 2017).  



(27)21 


Organizations  are  assessed  based on  the  group  consolidated  figures  to  determine  whether 
 there  is  the  disclosure  obligation.  If  parent  organization  already  discloses  non-financial 
 information for the entire group, their subsidiaries are exempt from non-financial reporting 
 requirements (EY, 2017). 


Entities  covered  by  the  scope  shall  provide  information  necessary  for  understanding  its 
 development, performance and impacts of its activity, relating to: 


•  environment; 


•  social and employee matters;  


•  human rights; 


•  bribery and anti-corruption matters.  


Non-financial report will include: 


•  a description of entity’s business model; 


•  policies  in  place  related  to  above-mentioned  matters,  including  due  diligence 
 processes; 


•  outcome of pursued policies; 


•  risks  related  to  matters  linked  to  entity’s  operations, where  relevant  mentioning 
 activities, products or services, which are likely to cause negative impacts in above-
 mentioned areas, and how are those risks managed; 


•  non-financial performance indicators relevant to the business (European Parliament, 
 2014). 


Member States must ensure that all provisions, regulatory and administrative, are in place by 
 6 December 2016, to be ready for adoption by companies in the financial year starting on 1 
 January 2017 or during the calendar year 2017.  When being officially published, provisions 
 shall contain a reference to the Directive (European Parliament, 2014). 


In terms of the form of presentation, the Directive remains quite flexible. In providing non-
financial  information,  entities  may  rely  on  different  internationally  recognized  reporting 
frameworks, mentioned in the next section. 
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2.2 Frameworks  


The Directive recommends all internationally recognized frameworks, namely: 


•  Eco-Management and Audit Scheme (EMAS),  


•  United Nations (UN) Global Compact,  


•  (OECD) Guidelines for Multinational Enterprises,  


•  International Organisation for Standardisation's ISO 26000,  


•  International  Labour  Organisation's  Tripartite  Declaration  of  principles  concerning 
 multinational enterprises and social policy,  


•  Global Reporting Initiative,  


•  or  other  recognised  national  or  international  frameworks  (European  Parliament, 
 2014). 


International organizations developing the frameworks have been detailly discussed in section 
 1.5.  Section  2.2  will  focus  on  the  most  relevant  frameworks,  describing  their  structure  and 
 use.  


EMAS 


The EU Eco-Management and Audit Scheme is locally developed management instrument for 
 simple  evaluation  and  improvement  of  organizations’  environmental  performance.   It  is 
 suitable  for  all  economic  and  service  sectors.  This  framework  is  very  specific,  providing 
 guidelines for environmental management rather than universal reporting guidelines. In other 
 words, it is mostly useful for companies wishing to become environmental leaders to which, 
 environmental impact is the most important focus area of the company. It introduces 10 steps 
 leading  to  most  effective  measurement  and  reporting  process  of  environmental  impact 
 (European Commission, 2018). 


UN Global Compact and UN Sustainable Development Goals (SDGs) 


UN  Global  Compact  introduces  the  10  Principles  in  four  areas  (see  Table  2),  which  the 
signatories (companies who signed up to the UNCG) are expected to make an integral part of 
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their business strategy, daily operations, and internal culture, to advance responsible business 
 practices  to  partners,  clients,  consumers  and  public.  Signatories  are  obliged  to  prepare  an 
 annual  Communication  on  Progress  (COP)  to  inform  stakeholders  of  their  progress  and 
 implementation  of  the  Ten  Principles.  Each  COP  must  include  a  statement  of  continued 
 support  of  the  UNCG,  a  description  of  practical  actions,  and  a  measurement  of  outcomes 
 (Greenstone, 2017). 


Area  Principle 


Human Rights  1.Protection of human rights 


2.Not being involved in human rights abuse 
 Labour  3.Upholding the right to collective bargaining 


4.Elimination of forced and compulsory labour 
 5.Effective abolition of child labour 


6.Elimination of discrimination 


Environment  7.Precautionary approach to environmental challenges 
 8.Promoting greater environmental responsibility 


9.Encouraging  development  of  environmentally  friendly 
 technologies 


Anti-Corruption  10.Working  against  corruption,  including  extortion  and 
 bribery 


Table 2: 10 Principles of UN Global Compact. (UN Global Compact, 2019). 


Apart from the UNCG, all members of the UN, not only countries but also businesses operating 
 in the territories, are strongly encouraged to work towards the 2030 Agenda and support the 
 17  Sustainable  Development  Goals,  listed  in  section  1.5  (Table  1).  Businesses  may  use 
 individual  goals  as  its  own  long-term  targets  and  report  on  their  own  impacts  and 
 contributions to specific areas (Greenstone, 2017). 


UNCG  and  the  Sustainable  Development  Goals  represent  a  base  for  the  content  from  a 
philosophical, inspirational and strategical point of view, rather than guidelines suggesting the 
structure of the report, definitions of materiality and key performance indicators. Therefore, 
UN itself recommends using technical frameworks, such as GRI, for reporting indicators and 
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metrics for each of the Ten Principles. Together with GRI and WBCSD, UN developed the SDG 
 Compass, which provides a guidance for organizations reporting on SDGs-related performance 
 (Greenstone, 2017). 


ISO 26000: Guidance on Social Responsibility 


ISO 26000 is a voluntary guidance to be purchased by any organization irrespective of its type, 
 size or industry. The standard identifies certain Core Subjects and provides a guidance on the 
 actions  to  address  each  topic.  Organizations  are  instructed  to  recognize  their  social 
 responsibility  in  each  Core  Subject,  trough  the  stakeholder  engagement.  Core  Subjects, 
 human rights for instance, are further on broken down into specific issues, such as grievances 
 resolution, which are described in detail together with the instructions related to reporting on 
 them. There is a significant overlap in the topic with the GRI G4 framework. ISO 26000 provides 
 a guide on how to organize company’s social responsibility activities which are also measured 
 and reported under the GRI, showing connections between the two frameworks, with the goal 
 of harmonization (Greenstone, 2017). 


GRI 


The Global Reporting Initiative (GRI) develops frameworks for a comprehensive non-financial, 
environmental, social and governance (ESG) reporting. It builds on the concept of materiality, 
using the ‘materiality matrix’ (See Figure 2), which determines company’s key focus areas by 
combining stakeholder interests with the significance of economic, environmental and social 
impacts (Greenstone, 2017). 
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Figure 2: Materiality Matrix (GRI, 2019).  


The coverage is very broad and quite deep, which makes it the framework of choice for many 
 companies, it is recommended by the UNCG and closely linked with IIRC’s Integrated reporting 
 framework.  It  covers  a  broad  range  of  environmental,  social  and  governance  areas  while 
 retaining flexibility trough the options for its use, whereby companies only report on issues 
 determined as material (Greenstone, 2017). 


Together  with  general  disclosures  on  strategy  and  governance,  the  standard  also  requires 
disclosures on management approach for both, organizational aspects  and aspects material 
to the business. Reports based on GRI guidance are aligned with annual reporting procedure 
for  consistency  purposes.  GRI  also  provides  customized  version  for  SME’s  and  sectors 
experiencing specific risks and challenges (Greenstone, 2017).  
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<IR> Integrated reporting framework 


Integrated reporting is a process which combines financial and non-financial information in 
 one concise, consistent report. It brings together all the information describing organisation’s 
 strategy, governance and performance and puts it in the context of its external environment, 
 natural and social, and explains long-term value creation (Greenstone, 2017). 


Through the cycle of integrated reporting, the concept develops integrated thinking as well. It 
 forces companies to consider their capital allocation and corporate behaviour in the context 
 of long-term financial stability and sustainable development. Even at its early stages, the <IR> 


is a source of inspiration to companies and is being quickly adopted by many companies  in 
 different industries. Moreover, it is believed to be:” the most promising initiative in improving 
 the interconnectivity between different reports in practice.” (FEE, 2015) 


The Content Elements described in the <IR> Guiding Principles, do not have to come in any 
 prescriptive  order,  however,  to  comply  with  the  standard,  the  Elements  must  be 
 comprehensively covered and show connection (Greenstone, 2017). 


The portfolio of frameworks available is as versatile, as the business world itself. Each business 
 standing  at  the  start  line  of  its  non-financial  reporting  process  must  first  find  out  which 
 framework is the most suitable, which, with the growing complexity of most of them, is not 
 an easy task (FEE, 2015). 


Non-financial  information  reporting  has  been  developing  under  different  frameworks  with 
different levels of authority, which were additionally customized by each to organization. It 
resulted  in  various  definitions  of  key  elements  and  a  high  variety  of  approaches  to  the 
reporting process, adding to a certain confusion among preparers, users, auditors, regulators 
and standard setting organizations (FEE, 2015). 
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2.3 Assurance on non-financial reports  


External assurance on  non-financial  information  is  too a developing  area and  goes  hand in 
 hand with standards’ and regulations’ development. However, with growing amount of non-
 financial reports worldwide, stakeholders are becoming vary of the correctness and relevance 
 of  presented  information  and  call  for  the  external  verification.  It  opens  new  door  to 
 professionals, especially those with a background in auditing, although, non-financial report 
 verification demands a more specific skill set and know-how (ICAEW, 2008). 


Nevertheless, there are already some standards in place, to help assurers carry out the task. 


The ones used most are described in this section. 


ISAE 3000: International Standard on Assurance Engagements 


Supported  by  the  International  Framework  for  Assurance  Engagements,  ISAE  3000  was 
 developed  by  the  International  Auditing  and  Assurance  Standards  Board.  The  standard 
 addresses important issues related to performing assurance engagements, under which the 
 non-financial information assurance surely counts (ICAEW, 2008). 


The ISAE 3000 covers aspects such as engagement acceptance, terms of engagement, planning 
 a  performance,  obtaining  evidence,  documentation  and  external  assurance  report 
 preparation,  similarly  so  to  the  IAASB’s  International  Standards  on  Auditing  (ISAs) (ICAEW, 
 2008). 


Under ISAE 3000, there are two types of external assurance: reasonable assurance and limited 
 assurance.  Professionals  choose  which  approach  to  use,  depending  on  the  nature  of  the 
 assurance engagement (ICAEW, 2008). 


ICAEW Guidance 


The Institute of Chartered Accountants in England and Wales (ICAEW) has been long working 
on a development of guidance covering areas of specific assurance engagements. There is not 
one separate guidance on non-financial reports assurance, however following examples cover 
the topic at least partially (ICAEW, 2008). 
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•  Technical Release AAF 02/07: Assurance Reports on Third Party Operations, 


•  Technical  Release  AAF  01/06:  Assurance  Reports  on  Internal  Controls  of  Service 
 Organization Made Available to Third Parties,  


•  ITF 01/07: Assurance Reports on the Outsourced Provision of Information Services and 
 Information Processing Services, 


•  Technical  Release  AAF  04/06:  Assurance  Engagements:  Management  of  Risk  and 
 Liability. 


According to ICAEW, there is a strong need for  further promotion of the topic and dialogue 
with practitioners, businesses and policy makers (ICAEW, 2008). 
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3. METHODOLOGY AND REASERCH OBJECTIVES 


In this chapter I would like to establish the methodological approach of my research.  


I will describe the data collection, data analysis and assess data quality also in the context of 
 potential outcomes received by other researchers doing the same study.  


Based on the nature of my research question: 


‘How did the implementation of the 2014/95 EU Directive affect the non-financial reporting 
 environment in the Czech Republic?’, 


I concluded that the most suitable approach in terms of research methods is the qualitative 
 Case  study  method,  which  will  allow  me  to  analyse  the  impact  within  the  boundaries  of  a 
 specific  country.  This  approach  will  enable  me  to  explore  the  historical  development,  the 
 situation in the country before the adoption and the impact the implementation of the new 
 legislation had so far.  


As already mentioned, I chose to study the case of the Czech Republic, not only because it is 
 my home country but also because of the fact that non-financial reporting, sustainability and 
 corporate  responsibility  have  not  been  developing  here  much  until  the  1990s  or  2000s, 
 compared  to  West-European  countries.  Therefore,  there  is  a  potentially  big  space  for 
 improvement and impact that the new legislation may have had. Also, I wanted to use the 
 advantage of understanding local language and fill in the gap that there is in terms of English-
 written research done on the case of the Czech Republic. 



      3.1 Research methodology and partial hypotheses 


Following  the  literature  review  which  summarized  the  history  and  global  trends  in  non-
 financial  reporting,  as  well  as,  the  specific  case  of  European  legislation  (the  EU/2014/95 
 Directive), this chapter describes the methodology used to achieve research objectives and to 
 provide an answer to the research question. 


To find the answer to my main research question, which is quite general, I decided to first 
break it down to partial segments and rephrase it as follows:   
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How  has  the  environment  changed  from  the  point of  view  of  different  market players  and 
 stakeholders? Meaning: 


•  companies,  


•  public (general public and experts),  


•  the Government. 


In  order  to  fulfil  the  objectives  of  my  thesis  and  in  direct  relation  to  the  literature  review 
 summarizing the current state of research, I formulate the following hypotheses,  which will 
 be either confirmed or refuted based on the outcomes of my research. 


H1:  Companies,  which  fall  within  the  scope  of  the  Directive,  are  in  fact  reporting  the  non-
 financial information. The Directive is a driver to start with non-financial reporting. 


H2:  There  is  an  increase  in  public  awareness  and  perceived  importance  of  non-financial 
 reporting due to the EU/2014/95 implementation. 


H3: Governmental institutions are increasing the number of initiatives, are actively promoting 
 the  EU/2014/95  Directive  and  encouraging  all  companies,  even  those  which  are  out  of  the 
 scope.  


H4:  The  market  is  experiencing  y/y  improvements  related  to  the  contents  of  non-financial 
 reports and the use of reporting frameworks following the EU/2014/95 implementation. 



3.2 Data Collection Methods 


The case study approach that I determined as the best fit, is exploratory, as defined by John 
 Dudovskiy  in  his  book  The  Ultimate  Guide  to  Writing  a  Dissertation.    By  this  definition, 
 explanatory research “intends merely to explore the research questions and does not intend 
 to offer final and conclusive solutions to existing problem.”  This approach is suggested when 
 tackling new problems, which in this case is the impact of the adoption of a new legislation, 
 which has not been investigated yet (John Dudovskiy, 2018).  


The advantages of case study method are mainly the flexibility and the possibility to analyse a 
phenomenon within a specific context. Also, it allows for the integration of qualitative and 
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quantitative data in real-life situations. On the other hand, there are certain disadvantages 
 such as challenging data analysis, potential lack of relevance and accuracy, and no basis for 
 generalizations of conclusions. (John Dudovskiy, 2018). 


For the collection of data necessary to provide a relevant answer to my research question I 
 decided to apply several approaches, all of which involve data from public sources and data 
 provided by research agencies or associations. 


-  Media/text analysis 
 -  PIE sample determination 
 -  IPSOS Survey methodology 


Sample determination: Companies within the Scope of the Directive 


To determine, which companies in the Czech Republic fall into the scope of the Directive, I will 
 follow these steps: 


-  Obtaining state specific criteria, the company needs to fulfil. 


-  Obtaining a list of Public interest entities in the Czech Republic as of 31.12.2017. 


-  Reviewing the Annual reports (FY 2016 and FY 2017) of the PIEs and comparing with 
 the criteria. 


IPSOS: CSR & REPUTATION RESEARCH Methodology 


In this particular research, the agency is applying on-line survey methods: CASI (Computer-
 assisted-self-interviewing)  and  CAWI  (Computer-assisted-web-interviewing).  The size  of  the 
 population (described as general public) was N = 1038 in 2017, N = 1050 in 2018.  


The  representative  sample  was  selected  from  the  whole  population  based  on  following 
 criteria: 


a.  Age 18-65 years 
b.   Sex 
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 c.  Education and salary 


d.  Geographical location. 


The data is gathered over the course of one month, usually December of each respective year, 
 and presented in February or March of the next. 


The data is not available on-line, but upon request and are always citied where used by the 
 author. 


MONITORA: Media monitoring tool 


For  the  purpose  of  researching  different  media  types  for  non-financial  reporting  topics 
 occurrence, I used the media monitoring tool MONITORA. 


It is a media screening software, which searches for selected key words within different media 
 types. 


Settings for the purpose of my research: 


a.  Media types:  online, print, TV, radio, agency news. 


b.  Key words: nefinanční reporting OR "nefinanční výkaznictví" OR "GRI standards" OR 


"GRI standardy" OR "2014/95/EU". 



3.3   Data Quality 


To  assure  the  correctness  and  validity  of  data  gained  from  publicly available  sources,  I  pay 
 close attention to the authors and owners of the data and if necessary, I contact them directly 
 to get the assurance. For the purpose of my thesis, the dating of the information is of a high 
 importance, since I am going to compare between the years. 


I am going to include also surveys done by different agencies in different years because my 
intention is to gain as much information as possible to see the full picture from different point 
of  view,  not  to  carry  out  the  same  research  myself.  In  my  case,  the  most  optimal  way, 
considering  the  time  and  resources,  is  to  also  use  available  analysis  tools  and  previous 
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research outcomes. I will be then able to spend more time comparing the cross-perspectives 
and y/y results.   
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4. CASE OF THE CZECH REPUBLIC 


After  shortly  describing  the  historical  context  and  the  reporting  environment  in  the  Czech 
 Republic in section 4.1, the rest of Chapter four will be divided by the perspectives of different 
 market players and stakeholders as defined in the Methodology.   



      4.1 Main trends in sustainability reporting  


Professor Kunz (2014) came up with a Czech-specific overview of historical development of 
 socially responsible thinking. He believes, that we can divide in into two phases, one before 
 the 1989, which was the time of socialism, and second after the change of the regime. 


Before 1989, as for the socially responsible business practices, there was one distinguished 
 figure, Mr. Tomáš Baťa. He established the renowned Bata shoes company in 1894. He became 
 famous for his introduction of responsible business practices, which went far beyond what 
 was  considered  common  practice  at  that  time.  He  took  special  care  of  his  employees, 
 introduced very strict quality controls and customer services, he understood the company’s 
 economic impacts and its position within the society. He was one  of the first pioneers and 
 public  promotors  of  the  corporate  responsibility  concept  in  the  country.  He  believed  that 
 doing things which are primarily good for the society will always bring profit to the business 
 as well (Kunz, 2014). 


After 1989, the collapse of the communist regime, responsible business thinking was spread 
 mainly through subsidiaries of international corporations. However, the greatest impact was 
 probably  made  by  the  Czech  accession  to  the  OECD  and  later  the  EU,  which  directly  or 
 indirectly affected the approach of the Czech Government to this topic. Over the years, the 
 awareness among the public rose as well, adding new stakeholders to the dialogue, which in 
 turn increased the pressure on companies to lead the discussion and take their stand (Kunz, 
 2014).  


The  very  first  document  presented  by  the  Czech  Government  was  the  ‘Czech  Republic 
Sustainability Strategy Framework’ in 2010. This document introduced the vision and the basic 
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