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Abstract

More companies are beginning to manage the envieatahimpacts of their supply
chain in addition to their own operations. Supgigio pressure has been shown to be generally
effective at increasing practices with lower enmirental practices (sustainable practices) in
suppliers. However, questions have been raised @xactly how small and medium-sized
enterprises (SMEs) in supply chains respond tospresfrom business customers for sustainable
practices and what factors influence their respohbis study develops a framework for
understanding what factors influence how SMEs redpo a variety of drivers of sustainability,
which is then adapted to guide an empirical studdyoww SMEs respond to supply chain pressure
for sustainable practices. A survey of 100 compaa@oss North Carolina found suppliers
generally comply with or exceed requirements framibess customers. The role of supply chain
pressure in suppliers' decisions to exceed reqein&smeeds further research. The study also
found evidence that supply chain pressure cansaagtcgiling on what practices companies adopt
by causing suppliers to abandon practices thateglamkcustomer requirements and were not
recognized or rewarded. Care needs to be takessigring supply chain management strategies
to avoid supply chain pressure being counterprageieit increasing proactive SME

sustainability.
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1. Introduction

Pressure from consumers is increasingly drivingmames to improve the environmental
sustainability of their operations and productsl@aBernstein, & Cashore, 2008). In addition to
changing their own practices companies are inanghsadopting strategies to increase the
environmental sustainability of their supply chaimsing supply chain pressure to push their
suppliers to adopt more sustainable practices ((SguBarkis, Muller, & Rao, 2008). More
supply chain management for sustainability by larg@panies provide increasing opportunities
to use supply chain pressure to increase the anfoptienvironmentally sustainable practices in
small and medium sized enterprises (SMEs) (CétpekoMarche, Perron, & Wright, 2008).
Supply chain pressure has been shown to increassltiption of environmentally sustainable
practices in SMEs within supply chains in most sg&aden, Harwood, & Woodward, 2009;
Ciliberti, Pontrandolfo, & Scozzi, 2010; Lee, 2008 & Bell, 2007). However, some SMEs
engage more than others, and recent research $siggesme situations supply chain pressure
may even be counterproductive to getting SMEs apadustainable practices (Baden et al.,
2009; Brammer, Hoejmose, & Marchant, 2011; Cilibettal., 2010).

Baden et al. (2009) found that sustainability éffavere hampered by supply chain
pressure when SMEs already had different sustarablctices than those required and rewarded
by customers. The authors highlight the need fditahal research to understand how SME
owner-manager values influence their company’sti@ato supply chain pressures. Brammer et
al. (2011) found significant differences in sustdile practice adoption between small companies
with less than 100 employees and medium sized coiepavith 101-250 employees and suggest
future research on SME sustainable take firm si@account. In a literature review Ciliberti et
al. (2010) describe supply chain pressure as @féeat increasing the adoption of sustainable
practices in supplier SMEs generally but highlitite need for research to understand which
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particular practices SMEs adopt in response tolgughain pressure. The authors also highlight a
lack of theoretical frameworks about SMEs adopsagtainable practices in response to supply
chain pressure.

While models exist for understanding what influentsgge companies to adopt
sustainable practices (e.g. Bansal & Roth, 2008)pmavious research has identified important
external drivers and internal factors that influetite adoption of sustainable practices in SMEs
no models or frameworks have been developed tatiite how SMEs adopt sustainable
practices (Ciliberti et al., 2010). Studies havevah that SMEs adopt environmentally
sustainable practices in response to a varietyieéid, including external pressures such as
regulations, customer demand, and institutionadgarees and internal drivers such as the personal
values of owners and managers (eg. Darnall, Heesigt Sadorsky, 2010; Gabzdylova,
Raffensperger, & Castka, 2009; Hoffman, 2001; ¥jlE999). SMEs respond to these drivers
differently based on internal characteristics, saglnesources available to invest in sustainable
practices and the owners and managers' knowledgedinterest in environmental issues (e.g.
Grogan, 2012; Mir, 2008; Tilley, 1999) This studgvelops a theoretical framework for
understanding how SMEs respond to a number of idrieesustainability and uses that model to
guide an empirical study that examines how SMBhénUnited States respond to supply chain
pressure to adopt sustainable practices, or saslaisupply chain pressure.

The study contributes to the literature on supplgic sustainability by examining how
SMEs in the United States respond to sustainalpllghain pressure. The United States is an
underrepresented country in the SME sustainalbtigyature (Parker, Redmond, & Simpson,
2009), and while several recent studies have exadrtime drivers of sustainable practices in U.S.
SMEs (Cordano, Marshall, & Silverman, 2010; Grodz01,.2; Mir, 2008) none have examined

the influence of supply chain pressures. The studyributes to the broader literature on SME
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sustainability both through its focus on U.S. SMiEd through the development of a theoretical
framework linking external drivers and internaltfas influencing how SMEs respond to those
drivers.

Sustainability is often operationalized by addingionmental and social performance
criteria to financial criteria when measuring besis performance, creating a triple bottom line
that companies use to try to achieve satisfacterfopmance in all three areas (Elkington, 1998).
Sustainable supply chain management has been defindhe management of material,
information and capital flows as well as cooperatmnong companies along the supply chain
while taking goals from all three dimensions oftausability, i.e. economic, environmental, and
social, into account which are derived from custoaral stakeholder requirements” (Seuring &
Muller, 2008, p. 1700). This study focuses on afdrs to the environmental and economic
aspect of sustainability within companies and sypphins and does not include social issues
unless explicitly stated. Sustainable practicep hempanies move towards achieving the goal of
being able to “meet the needs of the present witbompromising the ability of future
generations to meet their own needs” (United Natiorld Commission on Environment and
Development, 1987). Literature on sustainabilitd anvironmental management in SMEs
generally focuses on the environmental aspectsifigability, examining practices that provide
environmental improvements, or "changes in techgyofnd practices which reduce the current
level of negative impact on the environment” (Parkeal., 2009, p. 2). This study expands that
definition to include ensuring companies remainnecoically viable while moving towards
environmental sustainability. Sustainable practinghis study are defined as practices that
produce the same product or service while produleisg negative environmental impacts
compared to current or conventional practices walilving the company to remain

economically competitive.



2. Why Study SMEs?

Engaging small and medium sized enterprises iramatdiility is critical to addressing
today’s environmental challenges because of tHeatode impact of SMEs on the environment.
SMEs account for 99.7 percent of all companieseangloy 49.2 percent of workers in the
United States and 99.8 percent of companies argdpgBcent of workers in the European Union
(United States Census Bureau, European, 2011; 2088)environmental impact of individual
SMEs is small relative to large companies but thikective impact of SMEs is significant. For
example, SMEs are estimated to produce 64 peréemdwstrial pollution in the EU (European
Commission, 2010). In this study the U.S. defimtad SMEs is used, which includes businesses
with less than 500 employees (U.S. Small BusinehsiAistration, 2012). There is no official
distinction between a small and medium sized compathe U.S. so a common definition in the
literature of small businesses as those with lees 100 employees (Brammer et al., 2011) is
used to differentiate small and medium sized congzain this study.

Most research and pressure on the environmentetigea of businesses has been
directed towards large companies while the enviremad practices of small and medium sized
enterprises have received relatively little attemtfBaden et al., 2009; Brammer et al., 2011;
Ciliberti et al., 2010; Jenkins, 2006; Parker et2009; Tilley, 1999)The environmental
practices of SMEs need to be examined separataty tihose of large businesses because the
implementation of sustainable practices is diffeiertsMEs (e.g. Ciliberti, Pontrandolfo, &
Scozzi, 2008; Lepoutre & Heene, 2006). SMEs terlddk internal resources to learn about or
invest in sustainable practices (e.g. Gadenne, &bnr& McKeiver, 2009; Revell, 2007; Tilley,
1999), which tends to make them more reactive gnaactive in adopting sustainable practices
compared to large companies (Darnall et al., 208089pther important difference is the direct
management of many SMEs by their owners, whosepalvalues and awareness of
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environmental issues significantly influence thettbn of sustainable practices by the company
(Darnall et al., 2010; Grogan, 2012; Lepoutre & h&e2006; Sharma & Sharma, 2011; Tilley,
1999). These and other differences mean practitd$h@ories based on large companies may
not be appropriate for SMEs and further researcleésied on how SMEs respond to demand for

sustainable practices (Jenkins, 2006; Lepoutre &nde2006).



3. Factors Influencing Sustainable Practices in SM&

Models for understanding the adoption of sustamabhctices in large companies
provide a starting point for developing a framewoflsustainable practice adoption in SMEs.
The model developed by Bansal and Roth (2000pizoal example of how different drivers and
internal factors influence a company's strategprdigg adopting sustainable practices. Bansal
and Roth's model includes the main drivers thatgamies respond to and how the motivation
behind the company's decision to adopt sustair@hbletices in the first place influences which
drivers it responds to and what practices it isliiko adopt. The authors' recognition of the
importance of a company's motivation for adoptingtainable practices makes the model a
particularly appropriate inspiration for understisgchow SMEs adopt sustainable practices
because SMEs have a variety of business motivati@isnfluence their overall business
decision making, including regarding sustainabbefices.

A theoretical framework for understanding the adwpbf sustainable practices can take
the same general form as the model developed byaBand Roth (2000): drivers, internal
factors affecting how SMEs interpret those drivars] response strategies. Major external
drivers include customer demand, government reignlaand institutional pressures. Key
internal factors include size, the values and Eelti€ owners and managers, and the company's
primary business motivation. These internal factofisence whether SMEs respond to drivers of
sustainability reactively or proactively. Each loése framework components is discussed in

detail in this section.

3.1 Link between Profits and Sustainability
The first driver of sustainable practices to coaesigs an explanation for why some
companies have adopted sustainable practiceseig @iimancial benefit. The traditional theory of

business motivations is that all firms prioritizeximizing profits when making decisions and
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that maximizing profits is the only social obligatiof a firm (Case & Fair, 2007; Friedman,
1970; Jensen, 2002). Investments in protectingtivironment have historically been viewed as
imposing financial burdens by companies, whichthage many reluctant to adopt sustainable
practices (Porter & van der Linde, 1995). Despite teluctance some companies did invest in
sustainable practices, which prompted scholarsdk for a link between sustainable practices
and profitability. Research has only recently destiated a positive, very small relationship
between increased sustainability and increasedaindity (Margolis, Elfenbein, & Walsh, 2009;
van Beurden & Gossling, 2008). The widespread batieong scholars and businesses that the
link between investments in sustainability and psa$ unclear is based on older research while
research from after 1990 demonstrates a positlatiarship (van Beurden & Gossling, 2008).
However, the relationship appears to be so smailifitms are unlikely to invest in sustainability
if they are seeking to maximize their profits besmthe potential return on investment is likely
less than other investment opportunities (Margatlial., 2009). Ultimately after a thorough meta
review of the literature Margolis et al. (2009) gagt that future research be directed at why and
how firms pursue corporate social responsibilitgliiding environmentally sustainable practices,

in the first place rather than at the link betwesastainability and profitability.

3.2 External Drivers of SME Sustainability

Uncertainty over the link between sustainable frastand profitability led scholars to
examine what other drivers lead SMEs to adopt sw#tée practices. The major external drivers
identified by previous studies and discussed béhmude customer demand, regulation, and

institutional pressures.

3.2.1 Customer Demand
Customer demand is one of the most important &sigéSME sustainability, with SMEs

feeling pressure from both consumers and businegsmers to adopt more sustainable practices
7



(Darnall et al., 2010; Gabzdylova et al., 2009; Gat et al., 2009; Lee, 2008; Revell, 2007;
Tilley, 1999; van Hemel & Cramer, 2002; Williamsduiynch-Wood, & Ramsay, 2006).
Consumers are increasingly taking environmentdbpmiance into account when making
purchasing decisions. This directly affects consufmeing SMEs as well as SMEs who supply to
consumer facing companies. Consumer facing companeincreasingly turning to non-state
market-driven (NSMD) governance systems, such ais@mmental certification programs, to
comply with consumer demands as well as appeaséatery authorities who may consider
regulating their business activities (Auld et 2008; Cashore, 2002). NSMD systems rely
heavily on supply chain pressure to allow compatigwovide more sustainable products or
services by increasing the sustainability of tiseippliers' practices (Cashore, 2002). As larger
firms and some governments have begun managingsiingply chains for sustainability SMEs
who are part of those supply chains have beenasurgly required to adopt sustainable practices
to continue selling to those customers (Burke & gbaan, 2007; H. Walker & Preuss, 2008). A
lack of customer demand can also be a hindrancempanies who might otherwise consider
adopting sustainable practices (Revell, 2007)h&rrhighlighting the importance of customer

demand as a factor affecting sustainable practiopteon by SMEs.

3.2.2 Regulation

Regulation has been an effective motivator andgeed by some to be a critical tool for
increasing sustainable practice adoption by SMEause it reaches companies who would
otherwise be reluctant to invest in sustainabletjfwas (Darnall et al., 2010; Gabzdylova et al.,
2009; Gadenne et al., 2009; Revell, 2007; Till&9 Williamson et al., 2006). However,
regulation is not necessarily effective at influi@gcSMESs to adopt sustainable practices beyond
those needed for legal compliance (Williamson et28l06). The absence or lax enforcement of

regulations can influence SMEs to avoid adoptiregegrpractices to gain economic advantages
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(Shi, Peng, Liu, & Zhong, 2008 addition, many regulations exclude small busseego avoid
imposing too many financially costly regulatory quiance burdens on them. When properly
enforced though regulation can be an effectiveedrof specific sustainable practices in SMEs

(Mir, 2008; Williamson et al., 2006).

3.2.3 Institutional Pressure

Institutional pressure from industry initiativesugydated codes and standards can also
push SMEs to adopt more sustainable practices@ili de Haan, de Groot, & Pontrandolfo,
2009; Cordano et al., 2010; Hoffman, 2001). Toalustry consortia are increasingly
establishing initiatives and standards to increélasesustainability of companies in their industry,
in part for financial gain by reducing economicffiencies and risks associated with poor
environmental practices (Golden, Subramanian, &#&mman, 2011). Industry trends can
influence SMEs to adopt sustainable practicesate@becoming standard in their industry,
especially if doing so may help preempt regulati@abzdylova, et al., 2009; van Hemel &
Cramer, 2002; Tilley, 1999). As sustainable prasibecome more common in an industry they
can eventually become part of the regular way @figlbusiness throughout the industry, which
can lead to widespread adoption because of instiaitpressures that drive companies within the

same industry to adopt similar practices as the@re (Hoffman, 2001).

3.3 Internal Factors|nfluencing SME Sustainability

Previous studies have found that internal factoitsence how companies interpret and
respond to external drivers of sustainability. Kagtors identified by previous research include
size, owner-manager personal values and beliefst @nwironmental issues and sustainable

practices, and the company’s primary business maibb.



3.3.1 Size

Previous research has show firm size to be a fgniffactor influencing a company’s
adoption of sustainable practices because sevepalrtant factors are associated with size.
Smaller companies are generally less aware of @mviental issues and lack the time and
financial resources to learn about and investémtiiDarnall et al., 2010; Lepoutre & Heene,
2006; Revell, 2007; Shi et al., 2008; Tilley, 1998)ammer et al. (2011) also found that small
businesses perceive fewer benefits and less stramegntive to invest in sustainable practices
than medium sized businesses. These factors canbce to small companies being less likely
to engage with environmental sustainability initias than medium sized companies (Brammer
et al., 2011). However, when SMEs do engage wistegduability they can do so very quickly
because individual owners and managers often hgugisant influence over strategy as well as
operational decision making (Darnall et al., 208Barma & Sharma, 2011). Size is included in
the framework to represent the variety of waysfiuences how SMEs consider sustainable

practices.

3.3.2 Owner-Manager Values and Beliefs

Previous research has found that the personalvale beliefs of the owners and
managers can be a significant driver of or batoesustainable practices in SMEs (Battisti &
Perry, 2011; Cordano et al., 2010; Naffziger, Ahp&dontagno, 2003; Sharma & Sharma,
2011; Tilley, 1999; von Weltzien Hoivik & Melé, 20 The personal beliefs of SME decision
makers can serve to amplify external drivers ofanability based on how decision makers
interpret encounters with customers, market tremdsopportunities, and community interest in
sustainability (Grogan, 2012). Even if SME ownend ananagers are not concerned about the
environment, a small number of interactions wittkeholders interested in environmental issues

can convince them that the company should adophgpeactices to satisfy those stakeholders
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(Darnall et al., 2010). The limited resources sroathpanies can spend gathering and processing
information leaves them to rely on less formal mdthof analysis and interactions with personal
advisors and a small numbers of customers whenmdkisiness decisions, making the personal
beliefs of owners and managers very influentialégision making (Grogan, 2012).

Despite uncertainty over the relationship betwaestasnability and profitability some
SME owners and managers see sustainable practieegay to gain competitive advantage.
Some SME owners and managers have cited the opfigrto access new markets or
differentiate their product from others in the netrs reasons for adopting green practices
(Gabzdylova et al., 2009; van Hemel & Cramer, 2082me owners and managers also cited
beliefs that the more sustainable practices wip iraprove the quality of their product and
improve the efficiency of their production procé&abzdylova et al., 2009; van Hemel &
Cramer, 2002). Battisti and Perry (2011) found 8IsliE owners can perceive sustainable
practices as an expense that costs more tharl inaie or save, an opportunity to gain
competitive advantage, a moral obligation to baganith profit maximizing practices, or the
whole purpose for operating the company. Ownerk different views tend to adopt different
practices for different reasons and at differeteg#dBattisti & Perry, 2011).

The personal values and beliefs of SME owners asighigers can also be a major barrier
to adopting more sustainable practices (Battisfe&ry, 2011; Revell, 2007; Shi et al., 2008;
Tilley, 1999; van Hemel & Cramer, 2002; Williamsenal., 2006). Low levels of awareness and
understanding of environmental issues tend to ¢eaters and managers to believe that their
business has little environmental impact or thay thre not responsible for the environmental
issues their company contributes to (Shi et abD820illey, 1999; van Hemel & Cramer, 2002).
Owners and managers can also be reluctant to adsfatinable practices if they perceive

customer demand for such practices as low (Re2@lly; van Hemel & Cramer, 2002) or if they
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are simply unwilling to consider or adjust to chasgn business operations (Shi et al., 2008).
Whether a help or hindrance the personal valuedbaliefs of SME owners and managers are a

critical factor influencing their company's adoptiof sustainable practices.

3.3.3 Primary Business Motivation

Previous research has shown that SMEs are founakrua to achieve a variety of goals
and do not always consider maximizing profits thienpry goal of the company (E. Walker &
Brown, 2004). Companies that are not responsibéxternal stockholders have additional
flexibility in setting business priorities. For erple, Sharma and Sharma (2011) found that
family controlled companies were more likely to @ctvely adopt sustainable practices because
they were more able to focus on other goals besigesmizing stockholder value.

The primary business motivation of each compamnigmportant factor in determining
how the company responds to drivers of sustainataletices (Bansal & Roth, 2000; Parker et al.,
2009; Spence & Rutherfoord, 2001). A company’s prigrbusiness motivation refers to the
relative prioritization of various goals within bosss decision making, such as maximizing
profits, complying with regulatory requirementsdarotecting the environment. In a study on
the drivers of sustainable practices in large congzsBansal and Roth (2000) identified three
motivations for companies to adopt sustainabletjmes: competitiveness, legitimation, and
environmental responsibility. Firms motivated bynaetitiveness were interested in sustainable
practices to capitalize on opportunities to incestheir competitive advantage and their profits.
Firms motivated by legitimation were concerned veitimplying with legal requirements and
social norms to maintain their license to operat @/oid external scrutiny. Firms motivated by
ecological responsibility felt that reducing theimpany’s impact on the natural environment

was a moral imperative.
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Other studies have identified these motivationSMEs as well, and in some cases these
and other motivations are the top decision maknity for companies rather than just their
motivation when adopting sustainable practicesk@taat al., 2009; Spence & Rutherfoord,
2001). In a study about what influenced decisiokingaabout socially preferable practices in
SMEs Spence and Rutherfoord (2001) identified fsimary motivations, three of which match
those found by Bansal and Roth (2000): enlightessdfdinterest (Bansal and Roth’s
competitiveness); subsistence (legitimation); avadad priority (environmental responsibility).
Spence and Rutherfoord (2001) also identified atfiomnotivation, profit maximization, where
making money is the company’s top priority andodiier considerations are secondary. In a
review study specifically on practices to help @ase environmental sustainability in SMEs
Parker et al. (2009) identified these same founvatobns, referring to them as advantage,
compliance, environment, and profit-driven, respety. Building on these categorizations four
primary motivations are developed for this studyf, Compliance, Lifestyle, and

Environment.

3.3.3.1 Profit Motivation

Companies with a profit motivation are companiex fti the traditional theory of
companies whose primary goal is to maximize prdfitase & Fair, 2007; Friedman, 1970;
Jensen, 2002). Profit motivated companies can aglmpainable practices proactively or
reactively depending on how they view the econamiiarn on investment. Because the link
between investing in sustainability and increasealnicial performance is very small (Margolis et
al., 2009) profit motivated companies that belisustainable practices have uncertain or low
return on investment will likely invest in them odely. Some profit motivated companies may
invest in sustainability to build competitive adtege by lowering costs, allowing access to new
markets, or increasing product differentiation (8a&r& Roth, 2000; Parker et al., 2009), but
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most profit motivated companies will avoid susthilegpractices due to their uncertain return on
investment. Either way the top priority of profibtivated companies is to maximize their profits,

with all other business goals secondary to that.

3.3.3.2 Compliance Motivation

Compliance motivated companies are focused onvalrand longevity. Often in highly
competitive industries, compliance motivated conpaprioritize meeting external requirements
to maintain their license to operate while otheewisinimizing costs but not necessarily
maximizing profits (Bansal & Roth, 2000; Parkeakt 2009; Spence & Rutherfoord, 2001).
Compliance motivated companies will tend to notagtively adopt sustainable practices,
preferring to react to customer demands (Burke &dbaan, 2007; H. Walker & Preuss, 2008),
regulatory requirements (Mir, 2008; Williamson kt 2006), or institutional pressures within
their industry (Ciliberti et al., 2009; Gabzdyloetal., 2009; Tilley, 1999; van Hemel & Cramer,
2002). This reactive approach is further reinforcecharkets with low demand for sustainable
practices and high competition that requires corgsaio minimize operating costs to stay

competitive (Revell, 2007).

3.3.3.3 Lifestyle Motivation

Lifestyle motivated companies are founded and dedrt allow the owner to meet
personal goals, usually of having a flexible lifdst(Lashley & Rowson, 2010; E. Walker &
Brown, 2004) or high degree of control over prodygality (Jennings & Beaver, 1997; E.
Walker & Brown, 2004). Owners of lifestyle compasniecus on achieving business success as
they define it personally, not necessarily usimgficial criteria (Jennings & Beaver, 1997).
Lifestyle companies may even purposefully takestapt have negative economic implications
for the company, such as avoiding hiring additiataff, if doing so would compromise the

owner's lifestyle goals (E. Walker & Brown, 200Uifestyle companies are likely to proactively
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adopt sustainable practices only if doing so adeartice owners' personal goals for running the

company.

3.3.3.4 Environment Motivation

Environment motivated companies prioritize protagtihe environment over
maximizing profits when making business decisiafign out of a sense of moral obligation or
duty (Bansal & Roth, 2000; Battisti & Perry, 20Pgrker et al., 2009). Similar to lifestyle
companies, environment motivated companies arengitb make business decisions that
advance the company's non-financial goals of ptioigthe environment or operating in a
sustainable way at the expense of the companyeniaitto maximize profits (Kirkwood &
Walton, 2010; Parker et al., 2009; Schaper, 2@8yironment motivated companies are the
most likely to adopt sustainable practices proatyibecause their owners and managers make
environmental protection the company's top decisiaking priority with profit maximization

second to it.

3.5 Sustainability Strategies

SMEs can respond to drivers of sustainability figabt, by waiting for requirements to
be imposed on them, or proactively, without ordidiion to requirements from customers or
regulations. Based on the literature review abdM&Sare more likely to begin proactively
adopting sustainable practices in response to iestpressure and institutional pressures than
regulatory pressures. Customer pressure and instia changes are more likely to induce
companies to adopt sustainable practices proagtivedeep up with their competitors or gain
competitive advantage by getting ahead of compst@a an increasingly important purchasing
criteria.

In general, larger companies are more likely taptoely adopt sustainable practices

than smaller companies. However, the adoption stétable practices in small companies can
15



vary greatly with the owner's level of interesemvironmental issues and the company's relative
prioritization of business goals. For example, emvinent motivated companies are more likely
to proactively adopt sustainable practices thanpaomies with other motivations, as are
companies whose owners and managers are more afareironmental issues and believe their

company makes significant contributes to thoseeissu

3.6 SME Sustainability Drivers Framework

Based on the literature reviewed above a theotdtammework for representing how
SMEs respond to drivers of sustainability is présein figure 1, below. The boxes on the left
represent the major categories of external drigéssistainability as identified by previous
studies and include regulations, customer demantiretitutional pressures. The central box
represents internal factors affecting how SMEsa@erdpo external drivers and include size,
owner-manager values and beliefs, and primary legsimotivation. The boxes on the right
represent the broad strategies SMEs can followspanding to sustainability drivers, reactive

and proactive adoption of sustainable practices.
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Figure 1: Framework of SME sustainable practice adoptio
The framework presentéd figure 1 includes very broad categories of disyénternal factors
and strategies for adoptisgstainable practiceThe framework can be adapted to examine ¢
response to any particular driver by adding appatg@detail to each part the framewor. The
next section describes an empirical study condugsaty the framework as a guide to exre

how SMEs in the United States respond to sustarslpply chain pressui
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4. SME Response to Sustainable Supply Chain Pressur

The framework presented above was used to guidengirical study of how SMEs
respond to sustainable supply chain pressure. Coemt® of the framework were adapted and
specified to include the factors identified in therature on sustainable supply chain pressures,

described below.

4.1 Supply Chain Pressure

Pressure from large buyer companies has been gtaodwmneffective at increasing the
sustainable practices adopted by companies witleistipply chain in general (Baden et al.,
2009; Ciliberti et al., 2010; Lee, 2008; Yu & Be2)07). Broadly, buyer companies can ask their
customers to voluntarily adopt sustainable prastarerequire them to adopt certain practices or
meet certain standards. Companies can adopt ayafistrategies to exert pressure down their
supply chain and the way that pressure is appligg influence how their suppliers respond.
Supply chain management strategies can vary inrhoegh the buyer company includes
environmental performance criteria in their purch@slecisions, requires suppliers to adopt
specific practices or broader environmental managesystems, and audits supplier compliance
with such requirements (Jorgensen & Knudsen, 200@eneral, the more involved the buyer
company is with its suppliers in terms of auditargl collaborating to address environmental

concerns the more suppliers are likely to engagle sustainability (Hamner, 2005).

4.2 Size

Previous studies suggest that a number of factwrelated with company size may
influence how SMEs respond to supply chain pressmaller businesses tend to be less aware
of environmental issues and have fewer resourcataale to invest in learning about and

implementing sustainable practices, leading thamarmore reactive strategy for adopting them
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(Brammer et al., 2011; Darnall et al., 2010; Leppd Heene, 2006). Difference in the perceived
benefits of sustainable practices between mediursarall sized companies can also contribute
to different uptake of sustainable practices betwditferent sized companies, with small
companies less likely to proactively adopt sustam@ractices than medium sized companies
(Brammer et al., 2011). On the other hand suppiyrchressure may help some SMEs begin
proactively adopting sustainable practices by fowattention on environmental issues and
overcoming information deficiencies caused by resmlimitations . The role of size and
differences between responses of small and medzsd-sompanies to supply chain pressure

will be explored in the study.

4.3 Owner-Manager Environmental | nterest

Previous research indicates that the personal y@lu8ME owners and managers may
also have a significant influence on how comparegpond to supply chain pressure (Baden et
al., 2009; Ciliberti et al., 2009; Darnall et &Q10; Lee, 2008). The personal values and
awareness of environmental issues of a company®pand managers have been shown to be
important determinants of how proactively a compadgpts sustainable practices in general,
with more environmentally concerned owners and mersalikely to adopt more sustainable
practices (e.g. Naffziger et al., 2003). Howevems concern has been raised that supply chain
pressure can be counterproductive when appliedrtpanies already engaged in sustainability
efforts (Baden et al., 2009; Ciliberti et al., 2D1Baden et al. (2009) found environmental
performance requirements imposed by customers predesome SMEs from adopting more
progressive practices because they were not red/dodeloing so. This has raised questions
about the possible existence of a “ceiling efféaiin supply chain pressure, where such pressure
could be a disincentive for SMEs to invest in siastiale practices beyond what will be

acknowledged and rewarded by buyer companies. &gty the influence of the personal values
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of owners and managers on how SMEs react to sy pressure is uncertain and Baden et

al. (2009) explicitly call for research focusedtbis relationship.

4.4 Primary Business Mativation

Companies with different primary business motivagiavill likely respond differently to
any given driver of sustainability based on howled benefits of adopting sustainable practices
advance their most important business goals. Rrafitvated companies that view sustainable
practices as having negative or low return on itnaest are likely to only adopt the practices
required while otherwise continuing with existinggtices and attempting to maintain
competitive advantage by minimizing their compliamosts. On the other hand some profit
motivated companies may see opportunities for asgd competitive advantage from adopting
sustainable practices in response to supply chragspre, especially if several customers or their
primary customer are requesting more sustainabletipes. The uptake of sustainable practices
by lifestyle companies will likely depend on thermv's personal interest in environmental issues
and how much he thinks sustainable practices ceanae or hinder the company's ability to
meet his personal goals. Environment motivated @omgs may not even need to change their
practices to comply with customer requirements bsedhey are likely to already be proactively
adopting sustainable practices. Environment matvabmpanies are likely at the highest risk for
having supply chain pressure act as a ceiling antjges that exceed customer requirements. So
far no study has examined how business motivatilnences a company's response to supply

chain pressure.

4.5 Sustainability Strategies
The framework’s sustainability strategies represeatstrategies SMEs can adopt in

response to supply chain pressure. While the dgadessuring suppliers to adopt more
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sustainable practices is often to get supplieesdtupt particular practices to shield the buying
company from risk associated with poor practicesi(fg & Miller, 2008) supply chain
pressure may help SMEs begin proactively managimg@nmental issues by overcoming
information deficiencies or increased expectedrnetun investment (Lepoutre & Heene, 2006).
SMEs may also come to believe that sustainabldipesccan provide them with competitive
advantage through lower operating costs and pratifietentiation (Apospori, Zografos, &
Magrizos, 2012; Hammann, Habisch, & Pechlaner, 2q@®viding enough incentive for them to
begin proactively adopting sustainable practices.

SMEs may also respond to supply chain pressureeactive manor, focusing on
complying with specific demands from buyers on d#hac basis. SMEs often behave this way
due to resource constraints (e.g. Darnall et @lLpP and may even be pushed into a reactive,
compliance focused strategy by buyers who do roatgmize or reward sustainable practices
beyond the specific practices or metrics the bdgenands (Brammer et al., 2011). SMEs can
also withdraw from supply chains where they areaumutessure to adopt sustainable practices

which they cannot or prefer not to invest in (Braenrat al., 2011).

4.6 Supply Chain Pressure Framework

Figure 2 shows how all of the components descnibéklis section fit into the broader
theoretical framework developed earlier. The driseing examined, supply chain pressure, is
shown in the left most box. Important internal tastare shown in the central box, and potential

responses to supply chain pressure are in themight boxes.
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Figure 2: Framework of SME responses to sustainable supplghain pressure
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5. Study Methods

A mixed methods approach was used to gather dathifostudy. A survey was used to
gather quantitative data on what sustainable mest).S. SMEs have adopted, how much supply
chain pressure they have felt, and their interhalacteristics. Follow-up interviews were used to
collect more in-depth, qualitative data on howeliint factors influence decisions about
sustainable practices, including factors not ideatiin previous research or included in the
theoretical framework presented above.

Surveys have been used with success in previod@stan the environmental practices
of SMEs, including in the United States (e.g. Coalat al., 2010; Gadenne et al., 2009;
Jorgensen & Knudsen, 2006). Most studies examisirsgainability in SMEs within supply
chains have used multiple case studies to collget, dvhich Ciliberti et al. (2010) suggest could
be integrated into the results of broader empistadlies using surveys. This study incorporates
findings from previous research into a theoretiahework and evaluates the components of

that framework with survey data.

5.1 Survey Pretesting

Pretesting included expert review, a focus groad, @etesting with businesses similar
to but outside of the target population. Survey lansiness research experts at Duke University
were consulted throughout the survey design anegireg process. A focus group was
conducted with several local business owners tostesey questions and get feedback on the
survey’s clarity and comprehensiveness. Feedbaok fhese sources resulted in adding some
guestions and clarifying certain important termascugithin the survey. Questions were also
reordered to ensure the most important questions mest likely to be answered by partial
responses. Test surveys conducted with ownerasihésses outside the sample population led

to significant revisions of the survey questiomusture and language. Both the structure and
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wording of questions were simplified significanttymake the questions quicker and easier to
understand and answer. Some less critical questiers also moved to the follow-up interview

script in an effort to keep the survey as focugatishort as possible.

5.2 Sample Selection

The study collected data from SMEs in North Cawlifihis regional constraint helps
minimize confounding factors that vary by stateda power to the study findings (Bansal,
2005). Follow-up interviews were also facilitatedthe regional constraint, which allowed the
researcher to travel to companies to conduct isgpeinterviews. However, the geographic
constraint does limit how much the findings cargbaeralized beyond the state without careful
consideration of the differences between North {fT@a@nd other states or countries.

To attempt to obtain a representative sample ofpeanies across the state counties were
stratified based on their economic and developrdeatacteristics. Data from the N.C. Rural
Economic Development Center (2012), a non-profihemic development organization, were
used to develop the strata and determine how masindsses in each strata needed to be
surveyed to obtain a representative sample.

Local chambers of commerce were recruited to distei the survey to their membership
networks to maximize the chance of reaching commavryers or managers, the target population
for the survey. Counties in each strata were ramygleorted and chambers within each county
were called until the number of companies being gensurvey in each strata matched the
overall percentage of companies within each st@tambers representing multiple counties
were only included after chambers in each courgy tiepresent were contacted to ensure all
chambers had an equal chance of being selectesis@hipling method ultimately relies on self-
selection into the survey both by chambers of coroemand individual companies so the survey

results are not from a random sample and canngéberalized as widely as initially desired.
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Despite this limitation the sampling frame shouddphavoid overly biasing the sample with

companies in the same type of economically andipalg developed counties.

5.3 Data Collection
5.3.1 Survey

The survey was conducted online using Qualtriegela-based survey software for
implementing and analyzing surveys. A web linkhe survey was emailed to participating
chambers of commerce who distributed the link tartmembers in their regular email
newsletters, in a separate email, or occasionalgacial media (including Facebook and
Twitter). The survey included 22 close-ended qoestand was designed to take 10 minutes to
complete (see Appendix A for the survey questiofigpics covered included: how important
environmental issues are to the business owneraaoager; whether and how various
stakeholders have engaged with or pressured thpargnover environmental issues; how the
company has responded to stakeholder pressure;swhia@inable practices the company had

adopted; and what challenges companies face iniadapore sustainable practices.

5.3.2 Interviews

At the end of the survey respondents were givempip®rtunity to volunteer for a
follow-up interview with the researcher. Open-endedstions were used to allow the respondent
to discuss any factors that influenced decisioninta&n sustainable practices, including factors
not represented in the study’s framework. Questimvered some of the same topics as the
survey in more depth, including: how pressure lentapplied to the company, how it
responded, and why; how the company’s primary massirmotivation influenced its adoption of
sustainable practices; and challenges the compasfalsed and still faces to adopting more

sustainable practices.
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5.4 Response Rate

The overall survey response rate was very low duevariety of factors, including the
sampling method and characteristics of the samgbelation. Of the 87 chambers of commerce
contacted 14 agreed to share the survey with thembers. Based on estimates provided by
some chambers and public membership rolls of othersurvey was sent to approximately 7,950
companies and 100 responses were received foraalbresponse rate of 1.3%. At least 8 of the
participating chambers included the survey linkhieir regular member newsletters, which some
chambers indicated have very low open rates anetguesponse rates. Two chambers indicated
the newsletters containing the survey link had % 2hd 23% open rate, so less than a quarter of
their members actually saw the survey link. Adjgtihe estimate of companies that received the
survey with the lower numbers from those two chamipeovides a potential sample size of
approximately 6,170 companies and a response faté%. If a 25% open rate is assumed for all
other chambers’ newsletters the response rate vioeutd 3% from a potential sample of
approximately 3,280 companies.

The survey response rates are much lower thareddsirt are on par with what several
chambers of commerce indicated is typical. Afteeaing to share the survey one chamber’s vice
president said “our survey rate is usually about (% Yount, personal communication,
November 13, 2012). Another chamber’s presidert ‘&air response rate for surveys has not
been very good, especially since the economic dawr{ho extra people in anyone’s
business...the boss is also “working the front” sefeak)” (B. Joyce, personal communication,
January 11, 2013). Based on the dates of survppmess and when different chambers indicated
they sent the survey to their members direct emailsthe survey link seem to have been much

more effective at eliciting responses than surimyslincluded in newsletters.
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Table 1: The percent of all companies in the statend in the sample from each

strata.
Sample Stratification

State % | Sample %
Tier 1 rural 14 15
Tier 2 rural 18 11
Tier 2 urban 11 5
Tier 3 rural 14 21
Tier 3 urban 43 47

The left-hand column in table 2 shows the percéobmpanies in the state within each
strata, which formed the sampling frame target. igi@-hand column shows how many of the
potential respondents are in each stratum. Theoptiop of respondents in each stratum is
roughly equal to the proportion of all companiesghia state within each stratum, though
ultimately the survey sampled a bit more from thesteconomically developed counties of the
state. This makes the sample skewed a bit towaods economically developed areas of the
state.

Follow-up interviews were conducted with 5 surveggondents. All of the interviewees
were from small companies with less than 50 emm@symcluding two with no employees
besides the owner or partners. Three women andnsvowere interviewed, all of whom are
owners or owning partners of their company. Indestrepresented include media, professional
consulting services, healthcare, textile printiagd real estate. Three interviews were conducted
in person and two were conducted remotely. Foenigwees were from urban and one from
rural counties. All five interviewees were from obies in the top economic development tier

(tier 3).
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6. Results

6.1 Demographics

The demographics of respondents were quite vargfiécting the diverse membership in

local chambers of commerce. Using the broadest Rlagitth American Industry Classification

System (NAICS) categories 16 industry groups plus-profits are represented in the survey, the

breakdown of which is shown in figure 2.
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Figure 3: The number of survey respondents in eacmdustry
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Figure 4: Descriptive Statigics: Company ownership andage

88% of companies represented are privately own#hl,54% family owned. Half of th

companies are over 25 years old. Only 3% of respatscclaimed to be startups while 5

indicated their company is growing and 44% their company is mature.

6.2 Response to Supply Chain Pressure

Supply Chain Pressure

m No Pressure
m Voluntary

= Requirements

(N=60)

Response to Pressure

m No Change
m Complied

= Exceeded

(N=28)

Figure 5: How companies feltand responded to apply chain pressure

Respondents were asked directly whether they re/pressure from thebusiness

customers to adopt more environmentally sustainataletices and if so how they responde

that pressurelhe results are shown in figure 5, abcOf respondents who sell to ott

businesses 46% said they have felt no pressuretfreimmbusiiess customers t«dopt more
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sustainable practices. 21% of respondents wereuesged but not required to voluntarily adopt
more sustainable practices, and 33% were requiraddpt specific practices or meet other
specific sustainability criteria.

Of the 28 companies that described how they resabim supply chain pressure 28%
made no changes because they already met expastaticustomers only asked them to
voluntarily adopt sustainable practices. 29% of panies responded by adopting practices that
complied with customer requirements, and 43% adbptactices that exceeded their customers’
requirements or expectations. These findings iéit@at supply chain pressure may indeed
prompt some SMEs to begin to adopt sustainabldipescproactively rather than simply
adopting the specific practices required by custsme

Unfortunately too few respondents answered alhefdurvey question to allow the data
to be analyzed statistically. The final datasetligh item non-response for several key factors as
the result of attrition throughout the survey aatgstion of respondents out of some questions by
indicating that they do not feel pressure to adostainable practices from business customers.
The missing data are not likely missing completglyandom and are a potential source of
additional bias in the data. Imputing data forithissing values would thus result in an even more
biased dataset and was not done. List-wise delefiogsponses with missing answers was used
to generate a set of complete responses for statiahalysis but this technique resulted in too

few observations to make any statistical inferaegarding correlations between response to

supply chain pressure and internal factors.
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6.2.1 OwnerManager Environmental Interest

Owner-Manager
Environmental Interest

H Low

48%
® Medium

High

(N=80)

Figure 6: Stated importance of protecting the environment men making busines:
decisions

When making business decisions 48% of respondanked protecting the environme
as high in importance (4 orout of 5) and 31% ranked it as low (1 or 2 out pfFor
comparison, 86% ranked profit maximization as ragh 6% as low. While too few respon
were received to analyze the relationship betwaermer-manager environmental interest ¢
response to suppkhain pressure statisticalinterview data support the theory that ov-
manager environmental interest has an importaatiafin a companyadoption olsustainable
practices. The owner of a small healthcare complzshyot have any sustainable prces in her
company just to protect the environment becausdagiuses on cost and impact on patient
when making business decisions. “What drives met iageatient care and satisfacti
because...that is how we are going to generate refegals in he future and therefore
sustainable practicelr{terviewee2, personal communication, December 10, 2012).
generally does not consider sustainable practieeause “my perception is that products tha

more friendly for the environment...are morepensive and...the volume of what | would |
31



into the environment would be so miniscule so @gmmfluence my decision” (Interviewee 2,
personal communication, December 10, 2012).

In contrast the owner of a small newspaper compaayproactively adopted a number
of practices designed to make her company moraisasiie because she felt it important to do so
personally, even though her customers have noeegpd much interest in her company’s
sustainable practices. “My husband and | feel wmgngly that we are supposed to be good
stewards anyway of our resources and the earthel.like that's our responsibility whether or
not customers ever know the steps that we takédrfirewee 1, personal communication,
December 10, 2012). These data suggest that sorfs 8M more interested in adopting
sustainable practices because their owners andgeenare interested in protecting the
environment, which may make similar SMEs more {ikel respond proactively to supply chain

pressure.

6.2.2.1 Ceiling Effect

Another indication of the importance of owner-magragnvironmental interest is the
potential of supply chain pressure to act as angedn practices adopted by companies rather
than an incentive to proactively adopt sustaingbdetices (Baden et al., 2009). This study found
evidence that this “ceiling effect” exists. Threspondents indicated that in response to supply
chain pressure they abandoned practices that esd@edtomers’ expectations. Two of those
respondents then adopted practices that compligdowstomers’ requirements and the third

respondent adopted other practices that again d&dgequirements.
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6.2.3 Size

Respondent Size
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Figure 7: Size of respondent companies

75% of the companies thresponded tthe survey were small, with less than :
employees. Of all respondents 48% had less thamjloyees, 19% less than 50 employees.
8% less than 100 employees. Medium sized compaviikdess than 250 employees made
8% of respondents and 5% ofpondents were from companies with less than 500@m@es.
The remaining 12% were from large companies witlhentban 500 employe.

Interview data support the theory that size ismapartant factor affecting sustainal
practice adoption. The owner ¢ small healthcare company doesn't feel the increessidof
more sustainable practices is worth paying fordoenpany because "the volume of what | wc
put into the environment would be so miniscule so@t to influence my decisioninterviewee
2, personal communication, December 10, 20This sentiment was shared by a numbe
respondents, as illustrated in figure 8 below, 28 of small companies and 25% of mec-
sized companies indicating they believe their emmental impacts are too sll to justify

investing in mitigating.
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6.2.3.1 Sizeand Barriers to Sustainable Practice

Barriers to Sustainable Practices

B Impacts too small

m Not sure how/who to ask
for help

® No free resources

® Customers not willing to
pay

m Uncertain benefits

m Uncertain future
regulations

(N=44)

Figure 8: Barriers to reducing their companies’ environmentl impacts cited by
small companies (inner ring) and medium sizecompanies (outer ring

The barriers cited by respondents and shown indigsuggest thasmall and mediu-
sized companies face many of the same challendex Diiferent rate. A slightly larger
proportion of medium sized companies directly cisak of time and capital as barriers tF
small companies. However, some small companiesatelil they were not sure how to red
their environmental impacts or who to ask for taing so, which are challenges that coulc
derived from lack of time to rearch options or capital to hire external help. iAgdhese
barriers to resource constrts more small companies indicated, directly or iactily, that
resource constraigfare a significant barrier to adopting more suostale practices. More smi
companies also indicated they are uncertain howhrthugir company will benefit from adoptii
sustainable practices. This is consistent with pesarch findings that smallsinesses perceive

fewer benefits from adopting sustainable practihas medium sized compani(Brammer et al.,
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2011) Another interesting difference is that mediunedizompanies cited concern that tt
customers are not willing to pay more for sustdi@gactices at a higherte than smal
companiessuggesting the customers of the small compamigsering the survey are less pr

sensitive than customers of med-sized respondents.

6.2.4Primary Business Motivation

Primary Business Motivation

m Profit
m Compliance/Survival
Environment

m Lifestyle/Quality

(N=80)

Figure 9: Respondents' primary business motivation. Determing from
respondents’ ranking of business prioritie

The primary business motivation of each respondesstdetermined based on h
highly they rated the importance of different pities when making busiiss decisions
including: maximizing profit, meeting legal and végtory requirements, product quality, imp
on personal lifestyle, and protecting the environtmklost companies, 66%, were categorize
profit motivated.Compliance motivated companithat focuson meeting regulator
requirements more thanaximizingprofit accounted for 19% of responderé® of companies
wererun to provide the owner with a particular lifegtygr to produce a product to a high que
standard rather than to maxirr profits. Environment motivatecbmpanies that ranke

protecting the environment higher than maximizingfits and most other factors made up 59
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respondents. Unfortunately too few complete resgomgere received to examine how companies

with different business motivations responded fgpduchain pressure.

6.2.5 Other Factors

While data was collected for other potential fastiofluencing SME response to supply
chain pressure, including age, industry, develofrstge, and ownership, the low number of
complete responses prevented statistical exammatiany correlations.

Consistent with past research interview data sudbasindustry specific variables may
have a significant influence on sustainable prastigithin SMEs. For example, the owner of a
small healthcare company indicated that environalgr@rformance is not a criteria she sees
companies in her industry compete on. “There’singth. in my association that talks about
environmental issues.” (Interviewee 2, personalramcation, December 10, 2012). A realtor
in another part of the state indicated that envirental features are not currently high on
peoples’ priority lists when looking for a househier area. “We don’t have a lot of people asking
for green. The people that are looking up herenangting the most for their money...they're not
taking green into consideration, they're taking eyimto consideration” (Interviewee 4,
personal communication, February 14, 2013). The SMEhese industries are competing on
price and quality and sustainability is not a majecision-making criterion for them.

In contrast, the newspaper printing industry hanbeoving towards more sustainable
printing for some time, such that “switching oversby based ink...it's become such a common
practice that it's very accommodating” (Interviewkegersonal communication, December 10,
2012). More sustainable options are also increasitige textile printing industry, where
products made from recycled content are becoming malely available. However, higher costs
for more sustainable products and quality concaresindering uptake by some SMEs. The

owner of a textile printing company offers a “smale of recycled bags” but “they do not sell
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well” and “the most available items...do show sighsvear quickly in comparison to the new
fabrics” (Interviewee 5, personal communicatiorfeary 20, 2013). He cited cost as a major
barrier to selling more sustainable products, gagich products “need to meet a price point and
these products have not reached that price poih{ly¢erviewee 5, personal communication,
February 20, 2013). So while more sustainable jmestre increasingly viable for some SMEs
as such practices become more common in their indsiSMES still face challenges based on
their specific circumstances, such as how willimgjt customers are to pay for more sustainable

practices.
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7. Discussion and Implications

This study developed a theoretical framework ofatieption of sustainable practices by
SMEs, including the main external drivers and m&factors that influence SMEs to adopt
sustainable practices more reactively or proactivehe major external drivers include customer
demand, regulation, and institutional drivers. Tiggor internal characteristics include size, the
personal values and beliefs of owners and managedsthe company's primary business
motivation. The framework was used to guide an eoglistudy of how SMEs in North Carolina
respond to supply chain pressure for sustainalbletipes.

Of the respondents who felt supply chain press8# ihdicated that they responded by
adopting practices that exceeded requirements ietplog supply chain customers. In addition,
no respondents indicated that they refused to cpmih supply chain customer requirements if
some were imposed and 46% of respondents inditad¢dhey do not feel any pressure from
business customers to adopt more sustainable ggaciihese findings are consistent with the
findings of previous studies that supply chain pues is generally effective at increasing
sustainable practices in SMEs (Baden et al., 2G0#erti et al., 2010; Lee, 2008; Yu & Bell,
2007). The percentage of companies that exceedeiteenents is very high and may be due to
the small sample size of the survey and self-seleato the survey by companies highly
interested in sustainability. Still, the findingggiests that supply chain pressure may indeed be an
effective tool for increasing proactive adoptiorsaktainable practices in SMEs. With so many
respondents indicating they feel no pressure fraoginess customers to adopt sustainable
practices many more companies could potentiallpivecengaged with sustainable practices
through increased management of supply chainsuiiamability.

Exactly why supply chain pressure leads some cormapan adopt practices beyond
requirements is unclear. The pressure may prowielgustification needed for owners and
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managers who would like to adopt more sustainataletices but couldn't justify doing so
without more customer interest. Exceeding expeamtatimay also be a hedge against future
increases in requirements, which may seem likeetan growing consumer interest in
sustainability, or adoption of more practices bynpetitors that could threaten the company's
market share or competitive advantage.

Consistent with past research the results of thdysindicate that size even within the
SME category is a significant factor that influes &ME sustainability for a variety of reasons. A
lack of resources available to invest in sustamalctices has long been recognized as a
hindrance to SME sustainability (Brammer et al12Marnall et al., 2010; Lepoutre & Heene,
2006). Roughly the same proportion of small andioradized companies cited lack of
resources as a barrier to adopting more sustaipadttices, but small companies' lack of
resources contributed to them being more unceafadut how to reduce their companies'
environmental impacts than medium-sized compahiggeater percentage of small companies
also indicated they were unsure how much their @mpvould benefit from more sustainable
practices. This supports research that suggestt @mapanies perceive fewer potential benefits
from sustainable practices than medium sized commpdBrammer et al., 2011).

Size appears to be an important factor influentiregadoption of sustainable practices
by SMEs and should be taken into account in futesearch and efforts to increase sustainability
in SMEs. Companies managing their supply chainsdstainability should take size into account
when developing their strategy as different sizemhganies may respond to the same incentive or
requirement differently. Resource and knowledgerdizancies between small and medium sized
companies may lead suppliers to adopt differenttimes based on how much they can justify
investing in sustainable practices and what prastibey know of to invest in to meet customer

demands. Similarly, support programs and volunitgitiatives designed to help SMEs adopt
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more sustainable practices should be designe¢tgnéze the different challenges, resources,
and opportunities available to different sized camips. Future research should also take size
into account to develop the findings and recommtaods relevant to all sizes of companies.

Consistent with past research this study foundesad of multiple business motivations
among respondents (Bansal & Roth, 2000; Parkdr,&09; Spence & Rutherfoord, 2001).
Companies in this study were categorized into profimpliance, environment, and lifestyle
focused groups. While the majority of respondengspaofit motivated one-third prioritize other
goals more than maximizing profits when making bess decisions, such as meeting regulatory
requirements, making a high quality product, otgeting the environment. Efforts to increase
sustainability in SMEs should take into accountft that all SMEs do not use the same criteria
when making business decisions, which may affesit tesponse to supply chain pressure and
other efforts to increase their adoption of susthli@ practices.

Interview data from the study support the findiofgrevious research that owner-
manager interest in sustainability can be a majtmence on a company’s practices. The owner
of a small media company adopted a number of m@®mable printing practices despite a lack
of expressed interest by customers because stmiblisteps important to take personally. " |
feel like that's our responsibility whether or motstomers ever know the steps that we take”
(Interviewee 1, personal communication, Decembe2@@2). In contrast, the owner of a small
healthcare company indicated she was generallinteested in sustainable practices and would
only be if they could be adopted without comprongsbther business priorities, such as quality
of patient care and minimizing operating expend&fat drives me most is patient care and
satisfaction ... the volume of what | would pubithe environment would be so miniscule so as
not to influence my decision” (Interviewee 2, perglocommunication, December 10, 2012). The

interest of the owners and managers in sustaibabhiould be taken into account when designing
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supply chain management strategies to ensure loghlylinterested and highly skeptical
suppliers are properly motivated to adopt sustdénpiactices.

Owner-manager interest in sustainability may beaflactor in how SMEs deal with
supply chain pressure’s potential ceiling effeevé&al companies reported abandoning practices
that exceeded customer expectations in resporsgpiy chain pressure. Two of those
companies adopted practices that complied withooost requirements and the other adopted
practices that exceeded customer requirements stijigests that owners and managers with a
high interest in sustainability may not always bevented from adopting practices that exceed
customer requirements. Supply chain pressure mag $@ redirect or steer investment into
practices the company’s customers deem importamerghan what SME owners and managers
deem important. However, proactive sustainabiléy clearly be stifled by the imposition of
demands from customers that do not take into ad@nahreward existing efforts. This potential
side-effect of supply chain pressure is importarkdep in mind when designing strategies for
sustainable supply chain management, especialbusecof potentially differing environmental
management priorities between suppliers and thsitomers.

In addition, policy makers may be able to use supbphin pressure as a tool to drive
practices in SMEs within supply chains of largempanies when mandating more sustainable
practices through regulation is infeasible. Wittg&acompanies increasingly engaging with
sustainability governments could reach many smatienpanies by enlisting their large
customers into partnerships or voluntary programstelp the large companies encourage their
suppliers to adopt certain practices or addregaingssues that have been identified as public
priorities. Governments can use voluntary trairang certification programs to enlist large
companies in sustainable supply chain managemegtgms and offer help to SME suppliers in

any other company's supply chain. The additionppett, training, and financial incentives of
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voluntary initiatives, including initiatives sporrsal by governments and organizations outside a
company's industry, have can help SMEs adopt minable practices than they otherwise
would (Lee, 2008; Tilley, 1999).

While institutional pressures to adopt sustaingbéetices are increasing within many
industries interview data suggests that SMEs aadhfeeling such pressure and that some are
able to take advantage of opportunities presenteddtitutional shifts more than others. For
instance, an SME in the healthcare industry doesemenvironmental performance widely
discussed in industry press or product catalodiésven’'t seen much...in my industry that
would try to entice me to buy other products, itisre of a price competition” (Interviewee 2,
personal communication, December 10, 2012). Inrastitsome SMEs in the newspaper and
textile printing industries are more active in maytowards more sustainable materials as doing
so has become more common. “As business overatidtéan more used to trying to look for
environmentally friendly or conscious ways to opetaere’s been a lot of change. Switching
over to soy based ink, probably if we had askedHat 5 years ago our printer might have looked
at us like we were aliens, but today it's becomzhsaicommon practice that it's very
accommodating.” (Interviewee 1, personal commumioaDecember 10, 2012). Barriers still
hinder uptake of some practices though, such #89r6ME in the textile printing industry where
“Customers have requested finished goods includimitping from recycled fabrics, bags etc and
very few are available at the price point wanteali &he most available items...do show signs of
wear quickly" (Interviewee 5, personal communicatiBebruary 20, 2013).

While shifts within industries are helping some SVielopt more sustainable practices
SMEs in other industries may be feeling less o¢hastitutional shifts. Policy makers should
consider ways to accelerate institutional shiftsxgustries where environmental performance is

not a high priority. Companies pursuing sustainabigply chain management in industries that
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have not included environmental performance asw@petitive factor in the past may need to
spend more effort convincing suppliers as wellstamers of the merits of more sustainable
practices. Making very clear that environmentafgrenance criteria will be included in
purchasing decisions going forward will also be amant to overcome suppliers resistance to
change and difficulty justifying spending resouroescomplying. Additional support for
suppliers may be needed to overcome both init@pskism and uncertainty about how to
respond to requirements of more sustainable pes;tespecially if traditional sources of

information have not or do not discuss environmeassaies widely.

7.1 Study Limitations

Despite having many SME owners and managers orl eordact lists chambers of
commerce do not generally get a good survey regpate. Chambers also forwarded the survey
link to their members themselves rather than pingithe researcher direct access to member
contact information, which limited the number ofiéav-up messages that could be sent to
potential respondents. No compensation was offier@dtential respondents either, which could
have increased the response rate. These factois tkee study having a very low response rate,
which prevented robust statistical analysis.

In addition the survey findings cannot be geneealireyond the survey respondents
because respondents were not randomly selectegoR#ents self-selected into the survey, and
even before that they decided to join their lo¢eraber of commerce, which many companies do
not do. Self selection into the survey also likettgw in respondents who are passionate about
environmental issues. The high percentage of cormpamthe survey who responded to supply
chain pressure by adopting practices that excestbmers’ expectations may indicate such a bias

in the sample.
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Distributing the survey through local chambersahmerce also contributed to the high
number of industries represented in the sampleingamore responses concentrated in a small
number of industries would have enabled additiamallysis of the institutional dynamics within

industries and how those influence SME responseipply chain pressure.

7.2 Future Research

Future research can use the theoretical frameweadepted here to examine additional
drivers of and internal factors influencing susaditity in SMES. Future studies can also add
detail to the framework, which is presented hera asry broad, high-level description of the
major factors influencing SME sustainability. Addital research is needed to determine how all
of the framework components interact to influentESsustainability and what can be done to
enhance the drivers and help SMEs overcome batdexdopting sustainable practices.

Despite the empirical study’s limitations severatiings corroborate past research and
suggest potential areas for future research. Tg steandomly selected, larger sample would
enable a more robust statistical analysis and génable examination of both the broader
framework and questions about how SMEs respondplg chain pressure. The geographic
limits of the survey could also be relaxed andrapa gathered from more diverse areas of the
country. A randomly selected sample of companies fseveral areas of the country would
provide a better view into the effect of supplyicharessure on SMEs across the country.
Focusing on a limited number of industries woultbhinit the number of confounding variables
introduced by broadening the geographic frame.

Why supply chain pressure leads some companiedojat @ractices beyond customer
requirements is an interesting area for futurearede Does the pressure from customers cause
supplier owners and managers to shift their befibfsut the potential benefits of sustainable

practices to the company? Does the increased casfomssure lead to an increased sense of
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institutional shifts within the industry, or sogiadt large, that suppliers see as something they
should respond to or try to get ahead of for coitipetreasons?

Many respondents indicated they felt no pressuma their business customers to adopt
more sustainable practices. Is this due to diffeesrbetween industries and the uptake of
sustainability in companies at the end of suppBimh or to local factors specific to each SME?
More focused studies on SMEs in one or a small murabindustries can shed light on whether
the companies answering the survey were just tatyreapplier tiers removed from companies at
the end of their supply chain to feel pressurd tird institutional drivers differ significantly
between industries.

Supply chain pressure’s potential ceiling effieeeds to be better understood if supply
chain pressure is going to be used increasingbushh SMEs to adopt more sustainable practices.
What exactly determines whether a company will gashply with requirements or will exceed
expectations? Is this decision driven by owner-rganaalues or other considerations such as
cost or competitiveness concerns? Are there bastipes that companies should adopt when
managing their supply chain to avoid creating #rggfor their suppliers?

Finally, examining how companies perceive barrieradopting more sustainable
practices and how those perceptions differ basetborpany characteristics, such as size, can
provide important information for policy makers,dmess support organizations, and companies

seeking to help their suppliers or partners impittnadr sustainability.
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Appendix: Survey Questions

arowbdpE

o

© ~

10.
11.
12.

13.

14.
15.
16.
17.
18.

What is your position in the company?

What industry is your company in?

Roughly how much of your business is conducted edbth group?

How important are the following goals when makinginess decisions, in general?
How important are the following characteristicsyofir products or services to your
customers?

How much has each group required your companydeighe products that meet certain
environmental criteria?

In what ways have customers required your compamydet environmental criteria?
Please indicate how many of your business custoemgosce their environmental
requirements using the following practices.

How did your company respond to customers’ requestseet environmental criteria?
Does your company have any of the following prasit

Which of the following are barriers to reducing y@empany’'s environmental impact?
Have you sought external help responding to remerdgs to meet environmental
criteria?

From whom did you seek help in responding to regménts to meet environmental
criteria?

Is your company privately or publicly owned?

Is the company family owned?

How many employees does your company have?

How many years has your company been in business?

What development stage is your company in?

46



Works Cited:

Apospori, E., Zografos, K. G., & Magrizos, S. (2D18ME corporate social responsibility and
competitiveness: a literature reviehnter national Journal of Technology Management,
58(1), 10-31. doi: 10.1504/ijtm.2012.045786

Auld, G., Bernstein, S., & Cashore, B. (2008). Nexv Corporate Social Responsibilinnual
Review of Environment and Resources, 33(1), 413-435. doi:
doi:10.1146/annurev.environ.32.053006.141106

Baden, D. A., Harwood, I. A., & Woodward, D. G. (). The effect of buyer pressure on
suppliers in SMEs to demonstrate CSR practicesadded incentive or counter
productive 7European Management Journal, 27(6), 429-441. doi:
10.1016/j.em;.2008.10.004

Bansal, P. (2005). Evolving Sustainably: A Longitad Study of Corporate Sustainable
DevelopmentSrategic Management Journal, 26(3), 197-218.

Bansal, P., & Roth, K. (2000). Why companies gagréd model of ecological responsiveness.
Academy of Management Journal, 43(4), 717-736.

Battisti, M., & Perry, M. (2011). Walking the tallEhvironmental responsibility from the
perspective of small-business owners. [Artict&r porate Social Responsibility &
Environmental Management, 18(3), 172-185. doi: 10.1002/csr.266

Brammer, S., Hoejmose, S., & Marchant, K. (201hviEbnmental Management in SMEs in the
UK: Practices, Pressures and Perceived BenBifitsness Srategy and the Environment,
n/a-n/a. doi: 10.1002/bse.717

Burke, S., & Gaughran, W. F. (2007). Developingaarfework for sustainability management in
engineering SMEdRobotics and Computer-Integrated Manufacturing, 23(6), 696-703.
doi: DOI 10.1016/j.rcim.2007.02.001

Case, K. E., & Fair, R. C. (200 Brinciples of Macroeconomics (8th ed.): Pearson Prentice Hall.

Cashore, B. (2002). Legitimacy and the Privatizatb Environmental Governance: How Non—
State Market—Driven (NSMD) Governance Systems ®aile—Making Authority.
Governance, 15(4), 503-529. doi: 10.1111/1468-0491.00199

Center, N. C. R. E. D. (2012). Rural Data Bank rieeed November 1, 2012, from
http://www.ncruralcenter.org/index.php?option=comampper&view=wrapper&ltemid=1
21

Ciliberti, F., de Haan, J., de Groot, G., & Ponttalfo, P. (2009). Codes to coordinate supply
chains: SMEs' experiences with SA8080pply Chain Management-an | nter national
Journal, 14(2), 117-127. doi: Doi 10.1108/13598540910941984

47



Ciliberti, F., Pontrandolfo, P., & Scozzi, B. (2Q08vestigating corporate social responsibility in
supply chains: a SME perspectideurnal of Cleaner Production, 16(15), 1579-1588.
doi: 10.1016/j.jclepro.2008.04.016

Ciliberti, F., Pontrandolfo, P., & Scozzi, B. (2Q18mall Business Social Responsibility in the
Supply Chain: A Literature Review. In L. Spence & Rainter-Morland (Eds.Ethicsin
Small and Medium Sized Enterprises. A Global Commentary (Vol. 2, pp. 291-311):
Springer Netherlands.

Cordano, M., Marshall, R. S., & Silverman, M. (2018ow do Small and Medium Enterprises
Go "Green"? A Study of Environmental ManagemengRams in the US Wine Industry.
Journal of Business Ethics, 92(3), 463-478. doi: DOI 10.1007/s10551-009-0168-z

Coté, R. P., Lopez, J., Marche, S., Perron, GEMNright, R. (2008). Influences, practices and
opportunities for environmental supply chain mamagpet in Nova Scotia SME3ournal
of Cleaner Production, 16(15), 1561-1570. doi: 10.1016/j.jclepro.2008.04.022

Darnall, N., Henriques, 1., & Sadorsky, P. (2018)opting Proactive Environmental Strategy:
The Influence of Stakeholders and Firm Siaeirnal of Management Studies, 47(6),
1072-1094. doi: DOI 10.1111/].1467-6486.2009.00873.

Elkington, J. (1998)Cannibals with forks : the triple bottom line of 21st century business.
Gabriola Island, BC ; Stony Creek, CT: New Socktyplishers.

European, C. (2010). SMEs and the Environmentergiropean Union Retrieved 9/9/2012,
from http://ec.europa.eu/enterprise/policies/sme/busines
environment/files/main_report _en.pdf

European, C. (2011). Annual Report on EU Smallliedium Sized Enterprises 2010/2011
Retrieved 9/9, 2012, froimttp://ec.europa.eu/enterprise/policies/sme/fagis-¢s-
analysis/performance-review/files/supporting-docots®010-2011/annual-

report_en.pdf

Friedman, M. (1970, September 13, 1970). The S&aabponsibility of Business Is to Increase
Its Profits.The New York Times Magazine.

Gabzdylova, B., Raffensperger, J. F., & Castkg2609). Sustainability in the New Zealand
wine industry: drivers, stakeholders and practidedgrnal of Cleaner Production,
17(11), 992-998. doi: DOI 10.1016/j.jclepro.2009.A%0

Gadenne, D. L., Kennedy, J., & McKeiver, C. (200®).Empirical Study of Environmental
Awareness and Practices in SMHBaurnal of Business Ethics, 84(1), 45-63. doi: DOI
10.1007/s10551-008-9672-9

Golden, J. S., Subramanian, V., & Zimmerman, J2B11). Sustainability and Commerce

Trends.Journal of Industrial Ecology, 15(6), 821-824. doi: 10.1111/j.1530-
9290.2011.00381.x

48



Grogan, R. (2012). Choosing Sustainability: A Caaely of Service StationEntrepreneurial
Practice Review, 2(3), 46-69.

Hammann, E.-M., Habisch, A., & Pechlaner, H. (208@lues that create value: socially
responsible business practices in SMEs — empieidience from German companies.
Business Ethics: A European Review, 18(1), 37-51. doi: 10.1111/j.1467-
8608.2009.01547.x

Hamner, B. (2005). Effects of Green Purchasingt&gras on Supplier Behavior. In J. Sarkis
(Ed.), Greening the Supply Chain (pp. 25-37). London: Springer.

Hoffman, A. J. (2001)From heresy to dogma : an ingtitutional history of corporate
environmentalism. Stanford, Calif.: Stanford Business Books.

Jenkins, H. (2006). Small Business Champions fop@ate Social Responsibilityournal of
Business Ethics, 67(3), 241-256. doi: 10.1007/s10551-006-9182-6

Jennings, P., & Beaver, G. (1997). The PerformamceCompetitive Advantage of Small Firms:
A Management Perspectivieternational Small Business Journal, 15(2), 63-75. doi:
10.1177/0266242697152004

Jensen, M. C. (2002). Value maximization, stakeéoldeory, and the corporate objective
function.Business Ethics Quarterly, 12(2), 235-256.

Jorgensen, A. L., & Knudsen, J. S. (2006). Suskééneompetitiveness in global value chains:
how do small Danish firms behav€®rporate Governance, 6(4), 449-462. doi:
10.1108/14720700610689568

Kirkwood, J., & Walton, S. (2010). What motivate®preneurs to start businessk#ernational
Journal of Entrepreneurial Behaviour & Research, 16(3), 204-228. doi:
10.1108/13552551011042799

Lashley, C., & Rowson, B. (2010). Lifestyle busises Insights into Blackpool's hotel sector.
International Journal of Hospitality Management, 29(3), 511-519. doi: DOI
10.1016/j.ijhm.2009.10.027

Lee, S.-Y. (2008). Drivers for the participationsmhall and medium-sized suppliers in green
supply chain initiativesSupply Chain Management, 13(3), 185-198. doi:
10.1108/13598540810871235

Lepoutre, J., & Heene, A. (2006). Investigating litn@act of Firm Size on Small Business Social
Responsibility: A Critical Reviewdournal of Business Ethics, 67(3), 257-273. doi:
10.1007/s10551-006-9183-5

Margolis, J. D., Elfenbein, H. A., & Walsh, J. R009).Does it Pay to Be Good...And Does it
Matter? A Meta-Analysis of the Relationship between Corporate Social and Financial
Performance. SSRN. Retrieved fromittp://dx.doi.org/10.2139/ssrn.1866371

49



Mir, D. F. (2008). Environmental behaviour in Ctgoaautomotive repair micro-enterprises
(MEPs).Business Srategy and the Environment, 17(3), 194-207. doi: 10.1002/bse.517

Naffziger, D. W., Ahmed, N. U., & Montagno, R. \2003). Perceptions of environmental
consciousness in U.S. small businesses: An empsticdy. SA.M. Advanced
Management Journal, 68(2), 23-23.

Parker, C. M., Redmond, J., & Simpson, M. (2009)e®iew of interventions to encourage
SMEs to make environmental improvemeifdsvironment and Planning C-Gover nment
and Policy, 27(2), 279-301. doi: Doi 10.1068/C0859b

Porter, M. E., & van der Linde, C. (1995). Greed &ompetitive - Ending the Stalemate.
Harvard Business Review, 73(5), 120-134.

Revell, A. (2007). The ecological modernisatiorBMEs in the UK’s construction industry.
Geoforum, 38(1), 114-126. doi: 10.1016/j.geoforum.2006.07.006

Schaper, M. (2005Making ecopreneurs : developing sustai nable entrepreneurship. Burlington,
VT: Ashgate.

Seuring, S., & Miller, M. (2008). From a literatusxiew to a conceptual framework for
sustainable supply chain managem@odirnal of Cleaner Production, 16(15), 1699-
1710. doi: 10.1016/j.jclepro.2008.04.020

Seuring, S., Sarkis, J., Mller, M., & Rao, P. (8D®ustainability and supply chain management
— An introduction to the special issueurnal of Cleaner Production, 16(15), 1545-1551.
doi: 10.1016/j.jclepro.2008.02.002

Sharma, P., & Sharma, S. (2011). Drivers of Prgadinvironmental Strategy in Family Firms.
[Article]. Business Ethics Quarterly, 21(2), 309-334.

Shi, H., Peng, S. Z., Liu, Y., & Zhong, P. (200Barriers to the implementation of cleaner
production in Chinese SMEs: government, industiy expert stakeholders' perspectives.
Journal of Cleaner Production, 16(7), 842-852. doi: 10.1016/}.jclepro.2007.05.002

Spence, L. J., & Rutherfoord, R. (2001). Sociapaesibility, profit maximisation and the small
firm owner-managerJournal of Small Business and Enterprise Development, 8(2), 126-
139. doi: 10.1108/eum0000000006818

Tilley, F. (1999). The gap between the environmieatiitudes and the environmental behaviour
of small firms.Business Srategy and the Environment, 8(4), 238-248.

United, N. W. C. o. E. a. D. (1987). Our Commonufat From One Earth to One World
Retrieved 6/14, 2012, fromttp://www.un-documents.net/ocf-02.htm

United, S. C. B. (2009). Statistics of U.S. Bussess Tabulated by Enterprise Employment Size
Retrieved 6/14, 2012, frofmttp://www.census.gov/econ/susb/

50



United, S. S. B. A. (2012). Summary of Size Stadddny Industry Retrieved 6/14, 2012, from
http://www.sba.gov/content/summary-size-standandsistry

van Beurden, P., & Gossling, T. (2008). The WoitNalues - A Literature Review on the
Relation Between Corporate Social and FinancidioP@ance Journal of Business
Ethics, 82(2), 407-424. doi: DOI 10.1007/s10551-008-9894-x

van Hemel, C., & Cramer, J. (2002). Barriers amudi for ecodesign in SMEsournal of
Cleaner Production, 10(5), 439-453.

von Weltzien Hoivik, H., & Melé, D. (2009). Can &ME Become a Global Corporate Citizen?
Evidence from a Case Studipurnal of Business Ethics, 88(3), 551-563. doi:
10.1007/s10551-009-0123-z

Walker, E., & Brown, A. (2004). What success fastare important to small business owners?
International Small Business Journal, 22(6), 577-594. doi: Doi
10.1177/0266242604047411

Walker, H., & Preuss, L. (2008). Fostering sustiilityt through sourcing from small businesses:
public sector perspectivedournal of Cleaner Production, 16(15), 1600-1609. doi: DOI
10.1016/j.jclepro.2008.04.014

Williamson, D., Lynch-Wood, G., & Ramsay, J. (200Bjivers of environmental behaviour in
manufacturing SMEs and the implications for C3&urnal of Business Ethics, 67(3),
317-330. doi: DOI 10.1007/s10551-006-9187-1

Yu, J., & Bell, J. N. B. (2007). Building a Sustabie Business in China's Small and Medium-

sized Enterprises (SMES). [ArticleJournal of Environmental Assessment Policy &
Management, 9(1), 19-43.

51



