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1. Introduction

The concept of sustainable development currently constitutes one of the key paradigms
guiding the operation of modern business organizations. It encompasses not only the pursuit of
economic efficiency, but also the necessity of integrating environmental, social,

and organizational aspects into management processes. Taking these dimensions into account
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is now essential for building a company’s competitiveness, ensuring its long-term stability,
and maintaining relationships with stakeholders. In this context, ESG factors (Environmental,
Social, Governance) are gaining particular importance. Despite their non-financial nature,
they are increasingly perceived as indicators of organizational maturity and institutional
responsibility. Management based on these elements enables companies, among other things,
to minimize operational risks, improve transparency, enhance social trust, and gain easier
access to financing aligned with the principles of sustainable development. A special role in
this process is played by the management team - owners and managers - who are responsible
for shaping strategies, policies, and organizational culture. It is the leaders who initiate the
implementation of ESG-related changes, and their awareness, competencies, and commitment
determine the effectiveness of adopting sustainable management principles. For this reason,
this study has significant practical relevance for decision-makers and leaders of small and
medium-sized enterprises (SMEs), providing them with concrete knowledge. The presented
content may serve as a starting point for strategic reflection as well as real support in decision-
making at both operational and managerial levels.

The aim of this study is to analyze the importance of the concept of sustainable development
and ESG factors in contemporary business, focusing on challenges and perspectives from the
point of view of leaders (owners and managers) of Polish small and medium-sized enterprises
(SMEs). Key aspects of ESG, regulations and reporting processes, as well as specific barriers
and opportunities for the SME sector in the context of responsible business practices will be
presented. The study is based on an analysis of available sources and the results of research
conducted at the Faculty of Management and Transport of the University of Bielsko-Biala.

2. The Evolution and Concept of Sustainable Development

The concept of sustainable development has a long history of evolution. Although the term
is believed to have been first used as early as 1713 by the German forester Hans Carl von
Carlowitz in the context of rational tree harvesting - ensuring that forest development would
not be disrupted and recommending new plantings to replace felled trees (Slazynska-Kluczek,
Brzezek, 2023) - the key period for its development dates to the 1960s (Ptachciak, 2011).
This period is considered a turning point in the relationship between humans and the natural
environment and fostered the development of the broader concept of eco-development
(Ptachciak, 2011). The fundamental idea of eco-development is the protection of the
environment and natural resources through changes in consumption models and value systems,
so that the environment is passed on to future generations in no worse condition than it was

received (Zegar, 2003). The need for such an approach became particularly evident in the late
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1960s, when the consequences of intensive economic growth and increasing affluence in
Western societies led to mass consumption of goods (Ptachciak, 2011).

Over time, the concept of sustainable development has evolved to encompass multiple
aspects and dimensions, which has resulted in a variety of interpretations. The subject literature

therefore presents numerous, often differing definitions that emphasize its diverse meanings.

The most important definitional approaches are presented in Table 1.

Table 1.

Definitional approaches to sustainable development

meeting needs

own needs. It emphasizes intergenerational solidarity and
balancing access to environmental resources.

Definitional Key assumptions and concepts Authors / Sources
approach
Intergenerational Development that meets the needs of the present without Brundtland Report,
perspective and compromising the ability of future generations to meet their Environmental

Protection and
Management Act,
Ministry of Development

spheres

of imbalance between development and environmental
conditions.

and Technology
Integration and A model based on harmonizing the social, economic, and Barbara Kryk, Bazyli
balance of three | environmental systems. It aims at the preventive elimination Poskrobko

Political, socio-
economic concept
or doctrine

Viewing sustainable development as a strategy of
continuous growth without harming natural resources, or as
a doctrine of political economy in which quality of life

Fifth Environmental
Action Programme of the
European Community,

corresponds to the level of civilizational development. Malgorzata Rutkowska-
Podotowska and Jolanta
Pakulska
Application in Striving to conduct production activities with minimal Marcin Nowicki
business and the environmental pressure, focusing on producing durable and
economy valuable goods that meet real needs.

Improving quality
of life and well-
being

Effective improvement of the quality of life of current and
future generations through shaping appropriate proportions
between economic, human, and natural capital.

Barbara Piontek

Source: own elaboration based on (World Commission on Environment and Development, 1991;
Environmental Protection and Management Act, 1980; Ministry of Development and Technology
(2025); Kryk, 2004; Poskrobko, 2009; Ministry of Environmental Protection, Natural Resources and
Forestry, 1997; Rutkowska-Podotowska, Pakulska, 2011; Nowicki, 2007; Piontek, 2010).

The contemporary understanding of sustainable development is globally reflected in the
United Nations Sustainable Development Goals (SDGs), known as Agenda 2030.
This document includes 169 targets focused on five key areas: people, planet, prosperity, peace,
and partnership. These goals address issues such as poverty eradication, hunger reduction,
access to health and education, and the promotion of equality (Slazynska-Kluczek, Brzezek,
2023). Within the area of prosperity, emphasis is placed on sustainable economic growth, job
creation, decent working conditions, infrastructure development, industrial growth, innovation,
and the reduction of inequalities between countries (Janicka, Sajnog, 2022).

In summary, sustainable development is a complex and multidimensional concept that has
undergone significant evolution over the centuries. Today, it forms the foundation of policies
and strategies integrating economic, social, and environmental aspects, aiming to ensure the
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well-being of present generations without compromising the development opportunities of

future ones, as reflected in global initiatives such as Agenda 2030.

3. Characteristics of ESG Factors

ESG factors, an acronym derived from the English terms Environmental, Social,
and Governance, constitute key elements of the sustainable development concept and influence
the perception of companies. They include the assessment of a company’s impact on the
environment, society, and governance (Wroniewska, Dudzik-Lewicka, 2024). Although they
are often referred to as non-financial factors, they are no less important than financial ones.
The distinguishing feature of these factors lies in the difficulty of presenting certain non-
financial aspects using simple and clear metrics. All these factors are interconnected and
influence one another. Their implementation ultimately translates into the financial
performance of an entity (Slazynska-Kluczek, Brzezek, 2023). The identification of ESG
factors aims to enhance the long-term value and stability of a company. ESG indicators were
developed to measure the actual impact of enterprises on both external and internal
stakeholders. Within management processes, such as impact assessment, risks associated with
a company’s operations are often divided into three main ESG categories (Barrow, 2009),
corresponding to different areas of responsible business conduct. Each of these categories
includes both quantitative and qualitative aspects, which increasingly influence how companies
are perceived. A summary of the key issues is presented in Table 2.

Table 2.
Characteristics of ESG Factors
ESG Area Description Selected Assessment Aspects
E - Environmental Assessment of a * Energy consumption from renewable and non-renewable
company’s impact on the sources.
natural environment » Greenhouse gas emissions.

» Waste generation and disposal.

* Impact on biodiversity.

« Use of environmentally friendly energy sources.
* Carbon footprint.

S - Social Impact of a company on | ¢ Respect for human and labor rights.

its social environment — | ¢ Gender pay gap.

employees, customers, | ¢ Diversity of management (e.g., by gender).

and local communities | « Workplace accident rate.

* Cases of discrimination.

G - Governance Corporate governance * Management standards and procedures.

and management system | * Compliance with laws and regulations.

* Accountability to stakeholders and investors.

* Transparency of management structure.

* Data security.

* Business ethics.

Source: own elaboration based on (SlaZyﬁska-Kluczek, Brzezek, 2023; Biermann et al., 2017;
Wroniewska, Dudzik-Lewicka, 2024; GPW, 2021).
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In conclusion, ESG factors constitute a multidimensional and complementary set of criteria
for assessing the sustainable performance of enterprises. They encompass the impact of
business activities on the natural environment, social aspects related to relationships with
employees, customers, and local communities, as well as corporate governance and
management mechanisms. The integration of these elements into management strategies is
essential for ensuring long-term stability and value growth of companies, complementing
traditional financial indicators with non-measurable yet significant aspects from the perspective

of stakeholders and the sustainability of development.

4. ESG regulations, standards and reporting process

The contemporary ESG regulatory system includes four key levels: global (e.g., the UN
Agenda 2030), international (e.g., the Paris Agreement), EU-level (e.g., the CSRD Directive),
and national (e.g., Poland’s Strategy for Responsible Development implementing sustainable
development goals). Despite their dynamic development, a major challenge remains the lack of
full harmonization between systems, which makes it difficult to compare corporate
performance across different jurisdictions (Wroniewska, Dudzik-Lewicka, 2024).

The first milestone in the European Union was the Non-Financial Reporting Directive
(NFRD), which since 2017 has required large public-interest entities to disclose non-financial
data concerning, among other things, employee issues, environmental protection, and anti-
corruption measures (Janicka, Sajnog, 2022). Over time, however, it proved insufficient in light
of growing investor expectations and has therefore been modernized and is gradually being
replaced by the Corporate Sustainability Reporting Directive (CSRD). The new regulation
significantly expands reporting obligations both in terms of the scope of disclosed information
and the number of entities required to report. Its aim is to provide stakeholders with reliable
and comparable ESG information enabling informed decision-making (Siwiec, 2023; UHY
ECA Poland, 2025). The technical foundation of CSRD is the European Sustainability
Reporting Standards (ESRS), which focus on strategy and performance measurement based on
the principle of double materiality, requiring analysis of both the company’s impact on its
environment and the impact of external factors on the company (Krajowa Izba Gospodarcza,
2024; UHY ECA Poland, 2025).

This system is complemented by the Sustainable Finance Disclosure Regulation (SFDR),
which requires financial market participants to disclose how they integrate sustainability
considerations into investment decisions (Michalski, 2022), as well as the EU Taxonomy,
which classifies environmentally sustainable economic activities based on six environmental
objectives (Redqueen, 2023). In addition to legal regulations, companies voluntarily implement

international reporting standards such as the Global Reporting Initiative (GRI) guidelines,



120 1. Dudzik-Lewicka

the industry-specific standards of the Sustainability Accounting Standards Board (SASB),
the ISO 26000 standard, and the principles of the United Nations Global Compact (UN Global
Compact) (Wroniewska, Dudzik-Lewicka, 2024).

The ESG reporting process itself is a structured sequence of activities. According to the
Warsaw Stock Exchange (GPW), it begins with defining the report’s objectives and audience,
followed by a materiality analysis aimed at identifying key ESG areas considering the business
model, risks, and stakeholder expectations. The next step is assessing compliance with
minimum sustainability standards, including EU Taxonomy requirements, then selecting
appropriate indicators - general, sector-specific, and company-specific - and finally preparing
the report based on collected data (Redqueen, 2023).

Another approach presents a broader eight-stage model, starting with developing an ESG
strategy aligned with the company’s business strategy, followed by assessing environmental
and social impacts and identifying risks, conducting a materiality analysis, establishing
a baseline through initial measurements and benchmarking, setting measurable ESG targets,
developing an action plan, implementing it while monitoring key performance indicators
(KPIs), and ending with regular - usually annual - ESG reporting aimed at building stakeholder
trust (Witkowska, 2023).

Although SMEs are usually not directly subject to these regulations, they become part of
the system through the value chains of larger contractors (Brzozek, 2025; Krajowa Izba
Gospodarcza, 2024; UHY ECA Poland, 2025), who require suppliers to provide data such as
carbon footprint information. For leaders of smaller firms, this creates significant challenges,
including the complexity of regulations, rising operating costs, and limited human resources
needed to prepare reliable reports (Zielinski, 2023).

5. Strategic benefits of responsible business conduct

Sustainable development and ESG indicators are becoming increasingly important elements
of the business strategies of modern companies. The key benefits for enterprises resulting from
environmental actions and the integration of ESG factors can be divided into two groups:
external and internal - relating respectively to the impact on the environment and the
functioning of the organization.

External benefits:

o Increased competitiveness and market position: pro-environmental and sustainability-
oriented activities contribute to enhancing a company’s competitiveness and
strengthening its market position (Mazur-Wierzbicka, 2007a; Mazur-Wierzbicka,
2007b). In highly developed countries, companies perceive environmental regulations
and other protection mechanisms not as constraints imposed by the state, but as a source

of competitive advantage (Zuzek, Mickiewicz, 2014).
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o Building a positive image and stronger brand recognition: environmental initiatives
contribute to shaping a positive corporate image in the external environment (Mazur-
Wierzbicka, 2007a; Mazur-Wierzbicka, 2007b), improving corporate reputation (Polska
Agencja Rozwoju Przedsiebiorczosci, 2024), and increasing brand recognition
(Slazynska-Kluczek, Brzezek, 2023). Improving image is often one of the main
motivations for adopting sustainability and corporate social responsibility practices
(Gadomska-Lila, Wasilewicz, 2016).

e Improved customer relations and access to new markets: a better perception by
customers may translate into customer loyalty and the acquisition of new clients.
Incorporating ESG factors increases customer interest (Gadomska-Lila, Wasilewicz,
2016) and may open new business opportunities, including access to new markets
(Mazur-Wierzbicka, 2007a; Mazur-Wierzbicka, 2007b). There is also existing or
anticipated market demand for environmentally beneficial innovations (Polska Agencja
Rozwoju Przedsigbiorczosci, 2024).

o Effective stakeholder engagement and social acceptance: implementing ESG principles
enables effective cooperation with stakeholders, generating positive outcomes for both
companies and society (Gadomska-Lila, Wasilewicz, 2016). It helps meet stakeholder
expectations and build trust. Engagement in social activities and support for local
communities is recommended and increases social acceptance (Slazynska-Kluczek,
Brzezek, 2023).

e Access to capital and financing opportunities: effective ESG risk management can
positively influence the cost of capital and facilitate access to financing. Companies
may benefit from European Union financial support, including green loans and
EU funds (Wroniewska, Dudzik-Lewicka, 2024), which represent an important
opportunity for development and modernization (Polska Agencja Rozwoju
Przedsigbiorczosci, 2024).

o Increased attractiveness to potential employees: companies that consider social and
environmental factors are perceived as more attractive workplaces (Redqueen, 2023).

o Improved relationships within the value chain: companies, especially SMEs that are part
of larger value chains, are increasingly encouraged to align with ESG standards to
maintain and develop business relationships. Knowledge and competencies in ESG can
significantly strengthen cooperation with larger enterprises that require compliance with
sustainability principles (Wroniewska, Dudzik-Lewicka, 2024).

o Compliance with regulatory requirements: adapting to legal requirements is one of the
key drivers of environmental actions (Zuzek, Mickiewicz, 2014). Incorporating
ESG factors supports companies in preparing for increasingly stringent regulations such
as the CSRD Directive, ESRS standards, or the EU Taxonomy (Redqueen, 2023).
Understanding and correctly interpreting these complex EU regulations is becoming

a crucial element of every modern business strategy.
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Internal benefits:

Financial and economic benefits (cost reduction): implementing ESG factors can
contribute to increased corporate profits (Slazynska-Kluczek, Brzezek, 2023).
Environmental initiatives often lead to lower operating costs through more efficient use
of energy, water, and raw materials, as well as reduced waste and wastewater (Mazur-
Wierzbicka, 2007a; 2007b). More efficient resource management translates into
tangible savings and improved profitability (Slazynska-Kluczek, Brzezek, 2023).
Improved operational efficiency: the implementation of innovations - especially eco-
innovations - can significantly enhance the efficiency of economic processes (Zuzek,
Mickiewicz, 2014). ESG principles support operational optimization, and effective
management in this area reflects operational excellence and a modern management
approach.

Better risk management and increased resilience: incorporating ESG factors reduces
corporate risk. International studies indicate that ESG integration reduces risks related
to social costs and environmental responsibility (Gangi, Daniele, Varrone, 2020).
Companies that effectively manage ESG aspects are perceived by the market as more
stable and less risky (Slazynska-Kluczek, Brzezek, 2023). A proactive approach
increases readiness to respond to unforeseen events and facilitates long-term financial
planning (Redqueen, 2023).

Enhanced innovation capacity (Mazur-Wierzbicka, 2007a; 2007b).

Organizational benefits (increased employee motivation): lower staff turnover and
higher productivity may result from greater employee satisfaction with working
conditions (Redqueen, 2023). Supporting employee competence development is a key
benefit of ESG implementation (Wroniewska, Dudzik-Lewicka, 2024). Additionally,
preventing unfair labor practices and ensuring safe working conditions are integral
elements of due diligence within ESG (Redqueen, 2023).

Improved quality of management: ESG analysis, particularly in the area of corporate
governance (G), provides additional insights into management quality. Corporate
governance includes internal systems of supervision and control, with key values such
as ethical and transparent management and the prevention of corruption and unethical
practices. Regulatory requirements oblige companies to integrate sustainability due
diligence into governance structures, strategy, and business models, as well as to
document ESG management processes. Strong corporate governance reduces risk and
is increasingly seen as a benchmark of operational excellence (Redqueen, 2023).
Facilitated reporting and compliance: adopting unified reporting standards such as
ESRS significantly simplifies reporting processes and enables comparability between
entities. Additionally, alignment with the EU Taxonomy requires meeting minimum
safeguards regarding social standards and business ethics (Redqueen, 2023). Overall,
integrating ESG factors into corporate strategy streamlines reporting processes and
supports compliance with EU regulations.
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Adopting a strategy that incorporates ESG factors brings numerous benefits to companies,
both external (e.g., increased competitiveness, improved reputation, access to capital) and
internal (e.g., financial gains, better risk management, improved management quality).
This holistic approach positively impacts multiple areas of business activity.

6. SME sector in Poland and the challenges of sustainable development

The SME sector constitutes a key pillar of the Polish economy - accounting for 99.8% of
all enterprises, generating over 45% of GDP, and employing nearly 7 million people, which
represents 55.5% of all employees in the enterprise sector. Among them, microenterprises
dominate, making up as much as 97.2% of this group, concentrated mainly in services and trade
(Instytut Przedsigbiorczosci Spolecznej, 2025; Polska Agencja Rozwoju Przedsigbiorczosci,
2024). This structure gives SMEs their specific characteristics, highlighting both their potential
and their limitations in the context of the transition toward a sustainable economy.

In recent years, regulatory and social pressure to incorporate environmental, social,
and governance (ESG) aspects into business operations has increased significantly. Although
many regulations - such as the CSRD directive or ESRS standards - do not directly apply to the
smallest firms, SMEs are increasingly being integrated into non-financial reporting processes
by larger partners within the value chain, for example through the requirement to provide data
on carbon footprint. This means that even non-listed companies will have to adapt to new
reporting requirements (Polska Agencja Rozwoju Przedsigbiorczosci, 2024).

However, Polish SMEs face numerous challenges in implementing sustainable
development principles. The most frequently cited barriers include unclear, inconsistent,
and frequently changing legal regulations, difficulties in accessing financing, limited
availability of skilled personnel, as well as a low level of awareness and knowledge regarding
environmental issues. Despite the declared lack of staffing constraints in general surveys,
when asked about specific pro-environmental activities, more than one-third of SMEs admit to
significant competency gaps. Moreover, environmental actions are still perceived as less
demanding than, for example, digitalization, which may indicate an insufficient diagnosis of
needs and capabilities in this area (Polska Agencja Rozwoju Przedsigbiorczosci, 2024).

Comparative data from EU countries indicate that Polish SMEs lag significantly behind the
European average in areas such as waste reduction, recycling, efficient energy and material
management, and the use of renewable energy sources. In 2021, only 13% of Polish companies
in this sector declared having a strategy to reduce their carbon footprint, compared to 24% of
the EU average. Additionally, the declared impact of eco-innovations on environmental
protection is often limited, while the COVID-19 pandemic and the war in Ukraine have further

weakened companies’ capacity to invest in eco-innovation. The greatest actual environmental
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contributions concern activities such as reducing the use of fossil fuels (9.8%) and waste
recycling (8.1%); however, their scale remains limited, especially in small service companies.

At the same time, positive trends and growing support opportunities are observable.
Motivations for implementing ESG activities increasingly stem from pragmatism - the desire
to reduce production costs, improve reputation, and comply with environmental regulations
(Polska Agencja Rozwoju Przedsigbiorczosci, 2024). These motivations are reinforced by
supportive initiatives such as funds from the National Recovery Plan (KPO), activities of the
Polish Agency for Enterprise Development (PARP), and programs promoting the circular
economy.

In the coming years, the transition toward sustainable development and investments in eco-
innovation will be a key direction for the SME sector. However, their effectiveness will depend
on companies’ ability to overcome systemic, organizational, and competency-related barriers,

as well as on consistent support from public institutions, the market, and business partners.

7. Implementation of Sustainable Development and ESG Principles in SMEs
- A Case Study of Small Enterprises in the Silesian Voivodeship

7.1. Methodological Foundations of the Study

The subjects of the study were small enterprises operating in the Silesian Voivodeship,
while the respondents consisted of business owners and members of the management staff of
these enterprises. The research focused on the challenges faced by small enterprises in the
context of sustainable development, with particular emphasis on ESG aspects,
and was conducted by the author of this paper in collaboration with Agnieszka Wroniewska
(Wroniewska, Dudzik-Lewicka, 2024).

To achieve the research objectives, a mixed-method approach was applied, combining both
quantitative and qualitative methods. This made it possible to collect both numerical data and
in-depth opinions and experiences of the respondents. In the quantitative part, a survey
technique was used, with a questionnaire as the research tool, containing questions related to
the research topic as well as a demographic section including data such as age, gender, and the
type and size of the enterprise. The qualitative research was conducted using the interview
technique, with an interview questionnaire as the tool. It took the form of a semi-structured
conversation aimed at obtaining as objective a picture of the studied phenomena as possible,
rather than relying solely on a strictly formalized set of questions.

The sampling method was non-random, due to organizational constraints and time
limitations. It should be noted that results obtained from a non-random sample may not be fully
representative of the entire population of small enterprises in the region. The survey was

conducted in April 2024 using a Google Forms questionnaire and was distributed electronically.
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A total of 55 correctly completed questionnaires were obtained. The interview was conducted
on May 6, 2024, with Ms. Katarzyna Hiller - an expert in the field of ESG.

7.2. Respondent Profile

The survey study, conducted in April 2024, covered a group of 55 owners and members of
the management staff of small enterprises operating in the Silesian Voivodeship.
In the demographic structure of the surveyed population, women predominated, accounting for
55% of respondents (30 individuals), compared to 45% men (25 individuals). The participants
were characterized by a relatively high level of education, with the largest share represented by
individuals holding higher education degrees (42%) and secondary education (36%),
while a smaller percentage consisted of those with vocational or primary education.

The analysis of the business profile of the surveyed entities revealed a clear dominance of
the service sector, in which as many as 71% of enterprises operate, with a significantly smaller
share of trade (24%) and only marginal representation of production and other forms of activity.
In terms of organizational size, the sample structure was based primarily on micro-enterprises
(76%), supplemented by small companies accounting for 24% of the total. The most common
legal form chosen by the surveyed leaders was sole proprietorship, indicated by 71% of
respondents, ahead of partnerships (18%), capital companies (9%), and professional
partnerships.

The synthetic profile of the average survey participant indicates a woman with higher
education, managing a service-oriented micro-enterprise registered as a sole proprietorship in
the Silesian Voivodeship. An important complementary element to the collected quantitative
data was an in-depth interview conducted with an ESG expert, Ms. Katarzyna Hiller, which
allowed for a broader perspective on the analyzed managerial issues.

7.3. Key research findings

The following conclusions constitute a synthetic summary of the research results, based on
both survey data and interview findings, grouped according to key thematic areas:

e Challenges related to sustainable development (ESG).
Sustainable development in its environmental, social, and governance (ESG)
dimensions was identified as a significant challenge for small businesses. This view was
expressed by the majority of respondents (56%). A considerable proportion (40%) did
not take a clear position, which may indicate a low level of awareness or lack of
experience in this area. From the perspective of the expert interview with Katarzyna
Hiller, an ESG specialist, implementing ESG standards poses real and significant
challenges for small enterprises (mainly due to costs, lack of resources, and knowledge),

although ESG itself represents an opportunity for growth and increased competitiveness.
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Key constraints and barriers to the development of small enterprises in Poland.

The results indicate that the development of small enterprises is hindered by multiple
obstacles. Respondents most frequently pointed to complex tax and administrative
procedures (26% overall, 58% among microenterprises) and limited financial resources
(25% overall, 62% among microenterprises, 44% among women). Difficulties in finding
new markets were indicated by 15% of respondents. Other barriers included lack of ESG
implementation knowledge (14%), shortage of specialized staff (9%), flawed
development strategies (9%), lack of time, frequent legal changes, social security
burdens, and high labor costs (2%). Katarzyna Hiller confirmed the relevance of
financial and regulatory barriers and additionally highlighted market competition,
workforce challenges, taxes, and legal instability as key constraints, often linked to
limited knowledge and competencies.

Awareness of sustainable development and ESG regulations.

Most respondents (56%) had not heard of the concept of sustainable development in the
context of ESG. Awareness was slightly higher among small enterprises (18% “Yes”)
compared to microenterprises (25% “Yes”). Knowledge of specific regulations (NFRD,
EU Taxonomy, CSRD, ESRS) was very low. According to the expert, ESG awareness
in the SME sector is increasing but remains fragmented and is often driven by regulatory
or contractor requirements. Understanding ESG and related regulations remains a major
challenge.

Awareness of reporting obligations.

A large majority of respondents (78%) are not aware of reporting obligations related to
ESG disclosures, while only 22% declared such awareness. The expert noted that
awareness in SMEs is still developing and often reactive, driven by external
requirements rather than proactive understanding.

Business relationships with larger entities and ESG adoption.

Relationships with larger companies play an important role in shaping SMEs’ approach
to ESG. Among respondents, 47% declared existing or planned cooperation with larger
firms. Such relationships were more common among small enterprises (20%) than
microenterprises (27%). Legal form and education level also influenced this tendency.
As emphasized by Katarzyna Hiller, ESG interest in SMEs is often driven by
expectations from larger business partners.

Knowledge of ESG standards in business cooperation.

53% of respondents believe ESG knowledge “may help” in business relations,
while 15% believe it will “definitely help.” Small enterprises more often indicated
strong benefits than microenterprises. According to the expert, cooperation with larger

firms is a key driver of ESG interest and knowledge development.
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e [ESG strategy.
A vast majority (93%) of respondents do not have an ESG strategy in place;
only 7% have implemented one. Among those without a strategy, 27% plan to adopt
one, while 73% do not. Small enterprises showed slightly greater willingness to
implement ESG strategies. The expert confirmed that although interest exists,
companies often abandon implementation due to high costs and complexity.

e Awareness of benefits of sustainable practices.
Awareness of ESG benefits remains moderate. Only 45% of respondents declared
knowledge of potential benefits, while 55% did not. Awareness was higher among small
enterprises and individuals with higher education. The expert noted that awareness is
often limited and focused mainly on environmental aspects, with ESG perceived more
as an obligation than an opportunity.

e Most significant benefits (according to aware respondents).
Among respondents aware of ESG benefits, the most frequently indicated were waste
reduction and segregation (32%), reduced water and energy consumption (30%),
and the use of eco-friendly materials (25%). The expert emphasized that these are
primarily environmental actions and that ESG should also include social and governance
aspects. She views ESG as an opportunity that supports development, process
optimization, cost reduction, and profitability.

e Social engagement.
SMEs show limited involvement in local environmental and social initiatives.
The largest group (35%) declared no engagement, while 18% were unaware of the need
for such involvement. Only 9% actively participate in environmental projects, and
another 9% offer employee volunteering. Notably, none of the small enterprises reported
a complete lack of engagement. The expert highlighted that CSR initiatives are less
popular among SMEs and are often perceived as obligations rather than sources of
tangible benefits.

e Key challenges in implementing ESG metrics.
Respondents most frequently identified difficulties in understanding ESG regulations
(20%), non-financial reporting (16%), and rising energy costs (13%) as major
challenges. Men more often pointed to energy costs as a key issue (31%). The expert
noted that while regulatory complexity is expected, rising energy costs can also create
opportunities, such as access to funding for renewable energy. She identified high costs

and lack of human resources as the most significant barriers to ESG implementation.
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8. Strategic recommendations and implementation guidelines for leaders
and organizations in the SME sector

For owners and/or managers of small businesses, a conscious approach to sustainable

development (ESG) is becoming increasingly important - both in the context of growing market

expectations and long-term competitiveness. In light of the research findings and the expert

opinion of Katarzyna Hiller, key areas requiring action and support have been identified,

representing an attempt to operationalize the sustainable development paradigm within the

realities of small enterprises:

Systematic knowledge acquisition and closing the competency gap.

A key imperative for leaders is to actively increase awareness across all three
ESG pillars (environmental, social, and governance), as current knowledge is often
insufficient. Regular participation in specialized educational activities, such as training
sessions and workshops, is recommended to enable accurate interpretation of complex
regulatory requirements (e.g., CSRD or the EU Taxonomy).

Integration of ESG factors into the overall organizational strategy.

It is essential to align non-financial objectives with the company’s mission and business
model. A strategy based on measurable goals and priorities supports the development
of long-term competitive advantage and enhances organizational resilience in
a changing environment.

Proactive adaptation to value chain requirements.

Companies should promptly implement processes for collecting non-financial data,
such as carbon footprint metrics. This is driven by increasing pressure from larger
contractors who, being subject to reporting obligations, require ESG-related data from
their suppliers as a condition for continued cooperation.

Optimization of management processes and transparency (Governance).

It is recommended to implement ethical corporate governance based on transparent
procedures and anti-corruption mechanisms. Such an approach reduces operational risks
and strengthens the company’s institutional credibility among investors and business
partners.

Leveraging sustainable financing mechanisms.

Leaders should incorporate ESG criteria into investment planning, as this can improve
access to capital from banks and financial institutions. Actively seeking external
funding—such as EU funds for renewable energy (RES) investments—is advisable,
as it enables both modernization and operational cost optimization.
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e Building social and reputational capital.

An important element of strategy is strengthening relationships with the local
community and ensuring employee well-being. This contributes to increased employer
attractiveness and lower staff turnover, while also creating a “social license to operate”
that supports business development within its environment.

e Implementation of monitoring systems (KPIs).

Effective transformation requires the establishment of key performance indicators
(KPIs) and regular evaluation of results. Consistent monitoring enables ongoing
optimization of activities and supports transparent communication with stakeholders.

¢ Human resource management through delegation and outsourcing.

Given the complexity of ESG issues and the commonly identified shortage of
specialized staff, managers should invest in developing employee competencies or
consider outsourcing analytical and reporting tasks to external experts.

In conclusion, the implementation of the presented recommendations should enable leaders
of the SME sector to effectively operationalize the ESG paradigm, thereby facilitating the
transformation of increasing regulatory requirements into a sustainable competitive advantage.
A holistic approach, combining systematic competence development with managerial
transparency and active monitoring of non-financial data, constitutes an essential foundation

for building a modern and crisis-resilient organization.

9. Conclusions

In conclusion, this study provides a multidimensional analysis of the importance of the
concept of sustainable development and ESG factors in the operational context of the SME
sector. The conducted empirical research, combining a quantitative approach (n = 55) with
a qualitative expert interview, enabled the identification of key barriers, but above all the
strategic benefits resulting from responsible business conduct. Despite certain methodological
limitations, such as the non-random sampling method, the collected data provide a reliable
picture of the current awareness among surveyed leaders of small enterprises in 2024.
These findings are particularly relevant in an era of increasing regulatory and market pressure,
where ESG is no longer the domain of large corporations only, but is becoming a prerequisite
for maintaining sustainable relationships within value chains. The horizon of future changes is
shaped by planned European Union regulations aimed at simplifying and better aligning
reporting obligations with the specific characteristics of smaller entities. This issue remains the
subject of an active public debate - voices advocating the protection of entrepreneurs from
excessive bureaucracy, as well as the need for a flexible approach to implementing

ESG standards, emphasize that the success of the transformation depends on finding a balance
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between formal requirements and the actual capabilities of the SME sector. In this context,

the developed guidelines may serve leaders not only as support in adapting to new regulations,

but above all as a foundation for building modern, resilient organizations capable of

transforming the challenges of sustainable development into tangible market success.
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