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                    Networking and cooperating with stakeholders was found very important for SMEs' 
 ES  by  many  authors  because  it  allows  SMEs  to  utilize  their  agility  and  also 
 supplement their internal deficiencies such as lack of skills and resources.  


2.5.1 Networking 


SMEs are not operating in a vacuum; their business happen within a network and 
 the  network  creates,  absorbs,  stores  and  diffuses  large  amounts  of  vital 
 knowledge and other resources for SMEs when SMEs interact within the network. 


Useful  ideas,  knowledge  and  resources  can  come  from  anywhere  within  the 
 network.  SMEs  networks  are  developed  by  members  teaching  each  other  and 
 learning from each other which is mutually beneficial opportunity for entrepreneurs 
 to  discover  new  opportunities.  Networking  is  used  to  make  better  marketing 
 decisions,  product  development  and  information  acquisition  from  the  target 
 market.  SMEs'  networks  that  are  meant  to  improve  environmental  sustainability 
 are increasingly important in implementing sustainable development. These kinds 
 of  networks  can  also  trigger  a  societal  change  as  well.  To  improve  the 
 effectiveness of the network it should be orchestrated to create a common culture. 


In  order  to  maintain  the  competitive  advantage  of  environmentally  sustainability 
 gained  in  the  network,  partners  with  unsustainable  practices  may  need  to  be 
 excluded from the network. (Jämsä et al. 2011). Jämsä et al. (2011) argue that ES 
 reform requires this kind of network and social capital. 


Networks and also consultants and governmental agencies can provide expertise 
that  helps  SMEs  to  implement  ES  tools  (Johnson  2015).  Networks  may  be 
increasingly significant in improving SMEs' ES because SMEs are the majority of 
the  enterprises,  pollute  the  most  and  developing  ICT  is  making  the  operation  of 
networks  smoother  (Moore  &  Manring  2009).  When  creating  responsible 
innovation, the most important external resources for SMEs are their networks and 
R&D  cooperation  and,  in  fact,  many  SMEs  that  create  responsible  innovations 
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have  a  parent  organization  (Halme  &  Korpela  2014).  Venture  capital  and 
 government's subsidies are solely insufficient source of resources and loan is rare 
 mean to finance responsible innovation in SMEs (Halme & Korpela 2014)   


Moore  and  Manring  (2009)  argue  that  SMEs  can  use  ES  as  a  competitive 
 advantage  if  they  create  a  network  of  sustainable  SMEs  in  niche  markets.  Kerr 
 (2006) argues the same and notes that this kind of partnership can be established 
 among  responsible  SMEs  just  to  promote  ES.  This  cooperation  can  be  used  in 
 optimizing  distribution  networks,  adopting  advanced  technologies,  marketing, 
 R&D,  training  employees,  creating  favorable  organizational  cultures  and  creating 
 regional alliances to improve the environmental conditions of the area (Kerr 2006). 


Business network can pressure SMEs to improve their environmental sustainability 
 and  the  most  frequently  pressured  aspects  are  waste  management,  standards, 
 such  as  ISO14001,  efficiency  and  pollution  prevention  (Baden  et  al.  2011).  In 
 specific position of a supply chain, an SME may have weaker relationships with its 
 customers  than  with  its  suppliers  (Hoffmann  et  al.  2012)  and  can  therefore 
 pressure its suppliers in ES related issues more effectively. Delchet-Cochet et al. 


(2015)  argue  that  ES  can  diffuse  when  responsible  SMEs  require  ES  from  their 
 suppliers and also consumers can pressure SMEs to improve their environmental 
 performance.  


According  to  Revell  et  al.  (2010)  SMEs  network  within  their  specific  business 
 sector rather than with organizations that have specific ES related agenda. SMEs 
 that create policies and procedures to keep their external customers satisfied are 
 less  affected  by  global  warming  in  terms  of  customer  relationships  (Raar  2015). 


Hoffmann  et  al.  (2012)  found  that  minority  of  SMEs  adopt  more  advanced 
 technologies  and collaborate with partners or stakeholders. Developing operation 
 in  networks  help  SMEs  to  actually  gain  competitive  advantage  from  being 
 environmentally  sustainable  instead  of  just  individually  decreasing  their 
 unsustainability (Moore & Manring 2009).  


The literature demonstrates that networks should be broad and companies within 
them flexible and willing to transfer information. Flexibility is needed because the 
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networks provide resources and knowledge and their utilization requires flexibility. 


Also  network's  pressure  may  require  urgent  changes  in  operation  which  also 
 demands agility from the company. 


2.5.2 Information and knowledge 


As  mentioned,  business  network  is  an  important  source  of  knowledge  (Jämsä  et 
 al. 2011) and receiving ES related information from suppliers is relatively the most 
 popular  sustainability  management  practice  adopted  by  SMEs  but  collaboration 
 within the network occurs also regarding standards and development (Hoffmann et 
 al. 2012). Also  majority of SMEs consider that  they need more information about 
 how  to  improve  their  environmental  performance  and  they  can  contribute  to 
 sustainable  development  effectively  only  in  networks  (Revell  et  al.  2010).  Low 
 awareness  can  cause  resistance  towards  ES  activities  and  therefore  gaining 
 information and know-how from the network and training the employees decreases 
 the  unawareness  and  resistance  and  therefore  can  drive  the  ES  in  SMEs  (Lee 
 2009). 


2.5.3 Stakeholders 


Hoffmann  et  al.  (2012)  found  that  SMEs  that  collaborated  with  their  stakeholders 
gained ES related capabilities that made them perform better in competition and it 
was  disadvantageous  for  SMEs  to  not  collaborate  with  their  stakeholders  in  ES 
related  issues.  Revell  et  al.  (2010)  discovered  that  communication  with 
stakeholders with ES related issues can gain benefits for the firm and firms that do 
not communicate with the stakeholders pay opportunity costs by losing opportunity 
to create green image and capitalize it. Also Larrán Jorge et al. (2015) argue that 
communication with stakeholders can increase the economical benefits yielded by 
ES  related  activities  and  therefore  it  can  drive  ES  in  SMEs  even  further.  By 
collaborating with suppliers and customers SMEs can gain strategic advantage but 
also  develop  new  capabilities  within  the  company  which  can  further  help  to 
improve the environmental performance and the collaboration does not need to be 
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sustainability  related,  any  cooperation  within  the  business  network  is  likely  to 
 eventually  lead  in  contribution  to  sustainable  development  because  ES  activities 
 are likely to yield competitive advantage (Hoffmann et al. 2012).  


Hoffmann  et  al.  (2012)  argue  that  it  is  strategically  rational  to  cooperate  with 
 customers  and  suppliers  to  improve  environmental  performance  of  an  SME.  


Nagypál  (2014)  found  that  85,5%  of  SMEs  were  supported  by  their  stakeholders 
 when  they  implemented  CSR  related  activities.  Practically  this  means  that  large 
 companies  that  monitor  their  supply  chain  and  suppliers'  suppliers  are  important 
 motivating factors for SMEs' CSR (Nagypál 2014). Seidel et al. (2009) argue that 
 identifying  the  stakeholders  and  networking  with  them  help  overcoming  the 
 problems that SMEs may experience when implementing ES related activities. 


Knowledge  from  network  helps  cooperation  with  stakeholders  even  further  and 
 enables even smallest companies to affect their products' whole life cycle (Seidel 
 et  al.  2009).  Collaborating  with  external  stakeholders  such  as  customers  and 
 suppliers enable SMEs to monitor and even control their whole business cycle and 
 make agile adjustments in it if needed (Svensson & Wagner 2012). Also operating 
 locally makes cooperation with stakeholders itself a driving factor for ES in SMEs 
 (Nagypál 2014). Customers and other stakeholders can also successfully pressure 
 SMEs  to  improve  their  environmental  performance  because  otherwise  the  SMEs 
 face  a  threat  to  lose  their  market  opportunities  (Raar  2015;  Oxborrow  &  Brindley 
 2013).  


Suppliers'  adoption  of  environmentally  sustainable  business  practices  and  also 
pressure  from  supply  chain  can  drive  SMEs  to  improve  their  environmental 
performance  (Delchet-Cochet  et  al.  2015).  Especially  large  companies  can 
demand environmentally sustainable business practices from their small suppliers 
instead of accepting the lowest cost supplier (Nulkar 2014). This can push SMEs 
to  improve  their  environmental  performance  (Nulkar  2014).  Largest  multinational 
companies  can  even  encourage  smaller  suppliers'  ES  efforts  by  providing 
technology  and  know-how  (Nagypál  2014).    Also  regional  environmental 
management  systems  can  provide  SMEs  with  help  to  decrease  their 
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environmental impact (Kerr 2006). Actors outside the private sector can also help 
 SMEs  with  ES  related  issues:  public  financing  can  drive  SMEs'  ES  related 
 investments  and  NGOs  can  develop  ES  tools  for  SMEs  (Nagypál  2014).  Public 
 and  private  intermediaries  can  assist  SMEs  that  have  low  absorptive  capacity  to 
 create eco-innovation (Klewitz et al. 2012). There is also a link between industry’s 
 tangibility  and  probability  for  an  SME  to  start  adopting  green  management 
 practices (Uhlaner et al. 2012)  


Uhlaner  et  al.  (2012)  argue  that  local  communities  can  design  tools  to  reward 
 SMEs that perform well in ES and public shame lists for SMEs that are damaging 
 the  living  environment  and  this  external  pressure  could  drive  SMEs’  ES  locally. 


Responsibility  should  be  also  pushed  by  the  society  which  is  a  problem  in 
 developing  economies  that  want  to  grow  rather  than  be  environmentally 
 sustainable  (Seidel  et  al.  2009).  Customer  pressure  is  very  important  driver  for 
 SMEs' environmental sustainability (Nulkar 2014).  


To  keep  employees  within  the  firm  can  be  a  driving  factor  for  SMEs  to  improve 
 their environmental performance (Revell et al. 2010). If employees are empowered 
 to  take  environmental  concern  into  account  in  their  daily  work,  it  is  likely  that 
 SMEs’ environmental impact decreases (Baden et al. 2011). 


SMEs are informal and resource bound but they can address their deficiencies by 
 collaboration  with  external  entities;  by  networking,  gaining  information  and 
 knowledge  and  cooperating  with  their  stakeholders.  In  the  context  of 
 environmental  sustainability  this  kind of orientation may  enable  SMEs  to become 
 literally  environmentally  sustainable.  The  literature  on  SMEs'  ES  highlights  the 
 importance  of  SMEs'  networks,  stakeholders,  and  flow  of  relevant  information  to 
 increase  owner-managers'  and  employees'  awareness  but  there  are  few  existing 
 studies  that  have investigated SMEs and their stakeholders in  the context  of ES.  


Next section of the literature review will explore the literature on stakeholder theory 
to provide understanding in the discussion about ES, SMEs and stakeholders 
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