
 

 132 

 

REVEALING PRO-ENVIRONMENTAL BUSINESS FACTOR 
ON EUROPEAN UNION (EU) SMES 

 
Tutur WICAKSONO - Agus Dwi NUGROHO - Csaba Bálint ILLÉS 

 - Zoltán LAKNER - Anna DUNAY 
 
 

 
 

ABSTRACT 

 Rampant exploitation that causes environmental damage, encourages researchers in various 

scientific fields to examine pro-environmental behavior. Economics and business are one of the 

scientific fields that are currently researching a lot about businesses that support environmental 

sustainability. This study aims to find out what are the factors that encourage SMEs in the European 

Union (EU) to implement pro-environmental business processes. This study carries the concept of 

literature review by utilizing the systematic analysis literature review (SLR) method. This study 

reviewed the literature from Science direct, Scopus and Springer online database. The analysis 

through the literature review shows that the factors that drive the implementation of SMEs in the 

European Union are generally divided into two, namely internal factors and external factors. Internal 

factors include enterprise size (Size), SMEs operating life (Age), business innovation through 

technology (Competitive Advantage), brand image and investors who care about the environment, 

employees. External factors consist of government regulation (Public Policy), societal license 

pressure (License to operate), Norms, consumer demand for green products, large loans from external 

parties (Loans) and suppliers. SMEs in the EU can take advantage of these factors in pro-

environmental business practices to create a competitive advantage for the enterprise over its 

competitors.  
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1. Introduction  
  

Changing old patterns of production and consumption to one that is aware of the importance of the 
concept of sustainability, such as minimizing, recycling, reusing resources, without reducing the 
quality and usefulness of these products, can prevent environmental degradation and promote 
economic growth [1]. Sustainable development theory has faced numerous evolving phases from the 
time of its inception. Although, the concept has been accepted in several extents of human activity, but 
it also confronted several interpretations and criticisms over the time [2]. The impact of environmental 
damage can come from the residues of the production process of a product (goods and services) of 
SMEs and from the residues of a final product that is not consumed by consumers [3]. It is important 
for SMEs to create awareness of environmentally friendly values in order to anticipate the impact of 
environmental factors on the business process of enterprises caused by natural damage such as climate 
change, the effects of pollution, the depletion of natural resources and the destruction of ecosystems, 
considering that the SMEs sector is a dominant sector in the EU, where the population reaches 99% of 
the total business population in the EU [4]. In this way, environmental protection becomes a strategic 
task for enterprises that want to turn major challenges into business opportunities [5]. Although SMEs 
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in the EU have a large population, they move independently with small supply chains that are not well 
consolidated even though they are in the same sector [6]. 

Pro-environmental cultural values play an important role for the sustainability of an SMEs 
business in the European Union (EU) as they impact the level of trust and consumer behavior. Now is 
the right time to adopt a circular economy approach (CE) that engages all economic actors at different 
levels from large and small businesses, organizations and individuals to work together to minimize 
environmental problems, starting with everyday decisions on consumption, waste management and 
resource efficiency that promote environmentally friendly business behavior [7]. The role of 
renewable energy is outstanding will be in the future even if the renewables are often available in 
smaller quantities, the production cannot be regulated and some of them depend on the weather 
conditions [8]. Material-oriented societies European Union tend not to care about environmental 
problems because they do not believe that exploitation is bad for the environment. It is important for 
authorities to provide education that conveys specific information about environmental problems that 
can negatively affect material well-being [9]. The EU government's policy involvement has not been 
able to address the knowledge gap about the required behavior, psychological and social dimensions 
of green consumer behavior in order to achieve a pro-environmental business process model. There is 
a need for a collaborative approach to pro-environmental economic processes from the government as 
a policy-maker with SMEs actors in the EU [10]. This study aims to answer the following research 
question, “what are the factors that encourage SMEs in European Union to have pro-environmental 
awareness in running their business?”. 
  
2. Methodology 
 

The method used in this study is the systematic literature review (SLR) method. SLR is a research 
analysis method that involves a review of various literature that discusses related research topics to 
produce results that can systematically answer the research questions (The first step is to collect the 
previously published research literature as a source to obtain the results for this study [11]. The 
literature search was conducted in the online databases of Springer (https://link.springer.com/), 
Science Direct (https://www.sciencedirect.com/) and Scopus (https://www.scopus.com/) Literature 
sources from 2014-2020 were used for this study. The keyword combination “European Union”, 
“SME”, “environment” and “factor” was used in the literature search for this study.  
 
No. Criteria Springer Science Direct Scopus Total 

1 
Results that appear in accordance 

with the keywords entered 
5972 5873 34 11879 

2 
The keywords correspond to the 

title, abstract, and keyword 
51 26 14 91 

3 
Selected literature that can answer 

research questions 
5 6 4 15 

Table 1. The number of literatures from searches in the online databases Springer, Science Direct and 

Scopus. 

 
 
3. Result and Discussion 
 

Institutional demographics such as age and size of SMEs are other factors that have been shown to 
influence SMEs’ awareness of pro-environmental business process implementation. Mature SMEs 
perform better in environmental policy because they have more time to acquire more skills, knowledge 
and resources to implement pro-environmental business processes in the enterprise [4], [12].  

The larger the SMEs, the better it can access financial and human resources and generate a surplus 
that can be reinvested in innovative activities such as environmental activities. Larger SMEs also tend 
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to have a higher awareness and interest in environmentally friendly business behavior [4], [12], [13], 
[14], 

The application of environmentally friendly behavior by SMEs in the EU is strongly influenced by 
informal institutions, such as societal licensing pressures in the form of local social norms about the 
cultural expectations of the people [15] and the formal legal frameworks in the form of strict 
government regulations (policy-driven) where the enterprise operates. Government regulations and 
societal licensing pressure factors are closely related to anticipating unexpected costs that may occur 
in the future. By complying with government regulations, such as greener technological innovations 
[16], SMEs can anticipate fines or penalties and adapt to social licensing pressures, such as social 
norms that regulate behavior in unwritten ways and informal agreements on codes of conduct that are 
mutually agreed upon to determine what is and is not acceptable by the community, to anticipate high 
financial costs that must be paid due to social problems [17], [18], [19], [20].  

Public policies such as government regulation that are a response to public demand for solutions to 
environmental problems in the European Union actually contribute to the creation of environmentally 
friendly SMEs business innovation [21]. The success of SMEs in the EU in complying with 
government regulations relating to environmentally friendly business processes gives them a 
competitive advantage over their rivals [22].  
A study by [12] states that getting a loan that is bigger than just micro credit has an impact on pro-
environmental business behavior. The additional income generated from the loan is proven to be able 
to encourage SMEs in the EU to cross-subsidize business costs which can increase the profitability of 
their business environment. Investors can also play a crucial role through their influence on 
management. Investors are very reliable variables when it comes to providing resources that are 
essential for the sustainability of the SME business. Investors who care a lot about environmental 
responsibility will require enterprises to behave in an environmentally conscious manner in the 
management of their business. Apart from investors, there is another role called donors, although 
donors are quite limited because they provide access to small amounts of funding, but donors who 
have a pro-environmental awareness have a role that can directly influence SMEs to be concerned 
about pro-environmental business behavior.  

According to [10], value-belief-norm theory (VBN) is arguably the one that studies pro-
environmental behavior. VBN presents social psychological values in the form of a framework to 
examine normative factors that lead to pro-environmental behavior. VBN integrates elements of k that 
combine elements of personality, a belief in the importance of human relationships with the 
environment, and a sense of obligation to engage in environmental protection behaviors. This shows 
that moral norms are one of the factors that promote pro-environmental business awareness in SMEs 
in the EU. Authorized government policies that promote pro-environmental businesses for a 
sustainable economy is an important factor that encourages SMEs in EU to adopt pro-environmental 
business processes. Measures such as tax breaks, subsidies and access to funding sources to implement 
pro-environmental businesses, as well as cooperation between the government and business 
stakeholders are needed [23].   

By implementing environmentally friendly business processes, SMEs on the European Union can 
protect the brand image of their products by obtaining a kind of license to operate in the form of a 
community approval to run their business [14].  

SMEs in the EU that implement green business practices are dominated by enterprises that have 
useful information from their business environment such as suppliers, customers, employees and the 
public. This information is obtained through collaboration in social and cultural activities. This 
information is used by SMEs to increase the quality and brand awareness of the products (goods and 
services) they offer [24].  

The market drive from consumer demand for environmentally friendly goods and services is 
encouraging EU SMEs to innovate technologically to produce environmentally friendly business 
processes and products [16], [15].  

Environmentally friendly products and services according to consumer demands provide increased 
brand value of a product, competitive advantage and stronger customer loyalty for SMEs [14]. 
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4. Conclusion 
 

The analysis through the literature review in this study shows that the factors that drive the 
implementation of SMEs in the European Union are generally divided into two, namely internal 
factors and external factors. Internal factors include enterprise size (Size), SMEs operating life (Age), 
business innovation through technology (Competitive Advantage), brand image and investors who 
care about the environment, employees. External factors consist of government regulation (Public 
Policy), societal license pressure (License to operate), Norms, consumer demand for green products, 
large loans from external parties (Loans) and suppliers. 

 
Enterprises that implement environmentally friendly business processes avoid the risk of fines 

from the government and social costs that may arise due to social conflicts caused by the enterprise's 
business processes that are not permitted by the community. The implementation of environmentally 
friendly business processes is one form of quality SMEs business initiation by meeting consumer 
needs for environmentally friendly products. Implementing environmentally friendly business 
processes can be a business strategy that can outperform competitors.  

 
This study recommends SMEs in the European Union to pay attention to and apply green business 

factors to generate competitive advantage through business innovation. Generating competitive 
advantage through pro-environmental business implementation opens up the possibility of conducting 
further research to initiate SMEs that have competitive advantage through quality analysis by 
determining pro-environmental business quality priorities. Determining the priority level is necessary 
given the limited resources that SMEs have. Further research can begin by identifying the needs of 
stakeholders, determining the priority needs of stakeholders, then determining what actions SMEs are 
taking to fulfill the needs of these stakeholders, and how the priority level of EU SMEs actions in 
meeting the needs of stakeholders related to pro-environmental business. 
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