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Research has revealed that while there are plenty of SMEs with excellent if small-scale examples of sustainable business practices, because they are not labelled as such they go largely unrecognised. This is one of the findings of the research undertaken by the New Zealand Centre for Small and Medium Enterprise Research at Massey University into sustainable business practices. 

The particular aim of the research, done by Martina Battisti, Louise Lee and Alan Cameron, was to find out what sustainability means in the context of small firms. It explored how small firm owners and managers understand sustainability and how they put that understanding into practice.

Already the SME sector is widely recognised for its significant contribution to the economy, but in recent years they have also attracted increasing attention for their environmental and social impact. At the same time SMEs are increasingly being criticised for being highly resistant to voluntarily improving their performance in these areas, behaving reactively rather than proactively, and displaying poor overall up-take rates of sustainability programmes.

However, theories and practices on sustainability have been predominantly developed for and in large firms. Although the specific characteristics of small firms are acknowledged, for example resource constraints, personalised management style, lack of formal structures and ownership structure, attempts to engage small firms in sustainable practices have centred on the modification of conventional approaches to sustainability to fit the needs of small firms. However, this results in programmes not being relevant for SMEs, making it difficult for the owner or manager to buy them.

The starting point for this research was a growing interest from policy makers, business support agencies and SME owners and managers themselves who felt there were significant issues when trying to engage in sustainable business practices. This research is part of BusinesSMEasure, the Centre’s longitudinal research programme. 

The sample for this study was selected purposefully to include firms with different levels of understanding of sustainability and a range of practices. A total of 50 enterprises were included in the study. Twenty-nine were micro in size and  employed up to five staff, and 21 were small in size, employing between six and 49 staff. On average the firms employed eight staff and had an annual turnover of NZD $1.1m. Twenty-four of the firms (48%) were service providers, 19 manufacturers (38%) and seven agricultural producers (14%). The majority of the firms were limited liability companies (41) with a minority being sole traders (six) and partnerships (three). Almost one third (14) of the firms described themselves as family firms. 

The owner and managers that were visited as part of this study gave an insight into how they understand sustainability in the context of their firm, and how they put their understanding into practice. This gave rise to four overall perspectives:

It’s about making money

Only a few of the interviewed small firm owners or managers expressed this as a priority, but they felt that sustainability goals and making profit were mutually exclusive, that sustainability did not save costs, and that it was compliance driven. All the respondents showed an awareness of sustainability issues, but they could not see how it could add benefit to their business. 

It’s about keeping the business running

Owners and managers placed importance on the long-term survival of the business to secure the livelihood of themselves, their families and employees. These respondents expressed sustainability as economic viability, felt that focusing on maximising profit would compromise their lifestyle, and interpreted sustainability as a responsibility to ensure long-term employment for employees and service to customers.

It’s a business opportunity

Owners and managers here were profit driven and sustainability was seen as a business practice that positively affects their bottom line in the long-term. They saw sustainability as an opportunity for business innovation, as a marketing tool to create a good public reputation, and as being influenced by suppliers in relation to general environmental awareness or the adoption of environmental-friendly practices for compliance.

It’s a lifestyle

Sustainability was a priority for these owners and managers. They had a number of perspective including that sustainability requires a triple bottom line approach where business, environmental and social performance were equally important, and that sustainability is an integral part of life not simply a  business approach. They also described sustainability in a holistic sense, seeing the business as part of a wider community where businesses support each other.

As for how the businesses put their understanding of sustainability into practice, they were doing better in some areas than others. With regard to the environmental aspect of sustainability, energy audits were not very common, but most were very interested in making their business more energy efficient. Even though most also did not report any written environmental policy, and had little interest in any formal environmental certification programme, almost all reported that recycling is a usual practice, with some going even further and trying to avoid waste creation where possible. 

The majority of the owners and managers were involved in sustainability through community initiatives, often in a personal capacity, made donations to local charities and worked with schools through sponsorship, donations in kind, or giving their time. Employee-related initiatives to do with sustainability showed that in-house training to improve skills was common practice, and very job specific. Most owners and managers described their workplace culture as family-friendly and flexi-time was common.

This information led the research team to the realisation that there is a diversity of views and ways that owners and managers define sustainability in the small firm context. The least common perspectives were that “It’s all about money” and “It’s a business opportunity”. The most commonly presented perspectives were “Its about keeping the business running” and the “It’s a lifestyle”. This shows that there is a multiplicity of understandings of sustainability by owners and managers within the SME context. The results suggest that the owners and managers’ values, beliefs and most importantly their motivations of doing business need to be taken into account. The reasons for being in business are far more complex than purely economic reasons. This might help to leverage sustainable business practices more successfully in the context of SMEs. 

