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Fostering Sustainability In Small and Medium-Sized Enterprises

FOREWORD
Generali Group CEO - Philippe Donnet

Much has happened since 2021, when Generali launched SME EnterPRI-
ZE, its flagship project to promote a culture of sustainability among European
small- and medium-sized enterprises and support them as they integrate it into
their business models.

As companies and households were still facing the many health, economic and
operational issues related to the Covid-19 pandemic, the invasion of Ukraine
by the Russian Federation led first and foremost to a humanitarian crisis of
historic proportions, while generating yet more wide-ranging consequences.

Among them, the strongest geopolitical tensions in recent years, severe supply
chain disruptions that brought significant price increases, and an energy crisis
that particularly affected Europe and forced governments to make crucial stra-
tegic choices. Finally, we saw inflation rising steadily at a time when economic
growth remains subdued.

In such challenging scenario, many small- and medium-sized enterprises
have been exposed to severe financial and employment-related losses that
undoubtedly harmed the development and implementation of environmental,
social and governance practices into their everyday activity. This was already
one of the key findings of the second edition of the Generali SME EnterPRIZE
White Paper, Fostering Sustainability in Small- and Medium-Sized Enterprises,
which was published at the end of 2022.

Twelve months later, this third edition follows a survey of 1,240 SMEs from 9
European countries that was conducted once more by our partners at SDA
Bocconi School of Management. The study provides another fundamental and
comprehensive update on where these companies currently stand in their su-
stainable transition journey. Furthermore, it offers much food for thought as to
what is required to make such transition truly systemic and permanent.

In fact, the research underlines that the business case for adopting a sustai-
nable business model remains very strong, even in the presence of the chal-
lenges previously mentioned.

Nevertheless, there are still several substantial obstacles and barriers that
companies simply cannot remove on their own. In particular, a growing percen-
tage of respondents consistently highlighted the lack of institutional support,
public incentives and sustainable finance instruments as issues that can be
detrimental to their sustainable transition efforts.

SME EnterPRIZE has also always been about raising broader awareness
and stimulating a public debate on the need to systemically support European
SMEs as they become more sustainable.
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Therefore, it is a collective effort that calls for many different players to step up
to the challenge and the findings of this report make it once more very clear. It
is about governments at all levels introducing regulations that reduce bureau-
cracy and ease the process of adopting sustainable practices. It is about larger
private enterprises offering not only products and services that truly meet the
needs of SMEs, but also their know-how. It is about engaging and involving
academia and local institutions to promote and foster a wider and truly shared
culture of sustainability.

It is a complex process that will take time, and we are not there yet. But we
must spare no effort — as it is in the interest of all of us to build a stronger, safer,
more prosperous and sustainable Europe. Today, and for many generations to
come.

I'd like to express, also on behalf of all my colleagues at Generali, the utmost
gratitude to the researchers and the whole team at SDA Bocconi Sustainability
Lab for yet another key piece of research that will further foster the debate on
such an important topic.
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Fostering Sustainability In Small and Medium-Sized Enterprises

FOREWORD

Bocconi University Rector - Francesco Billari

In our ever-evolving global landscape, the importance of sustainable practices
for businesses, particularly Small and Medium-Sized Enterprises (SMEs), can-
not be overstated. The third edition of the Generali SME EnterPRIZE White Pa-
per, entitled “Fostering Sustainability in Small and Medium-Sized Enterprises”,
attests to this enduring commitment.

Building upon the foundations laid in previous editions, this research dives de-
eper into the sustainable transition of European SMEs. By leveraging a com-
prehensive survey of 1,240 SMEs, this edition endeavours to shed light on
the multifaceted dynamics of sustainability: from strategic intentions to tangible
integration, and from perceived challenges to achieved benefits.

One of the most commendable advances in this edition is its expanded geo-
graphical scope. By incorporating insights from nine European countries, this
White Paper transcends borders and provides a richer, more holistic under-
standing of sustainability in varying national contexts. This broader perspective
allows us to discern both the shared ambitions and unique challenges faced by
SMEs across Europe, offering invaluable lessons and strategies for the entire
SME ecosystem.

As we consider the findings and recommendations of this edition, it should
serve as a reminder that the journey towards sustainability is both complex and
rewarding. The narratives of these SMEs underscore the profound impact that
sustainable practices can have — not just for the environment and society, but
also in carving out competitive advantages in the marketplace.

Now, more than ever, as we stand at the crossroads of global challenges and
opportunities, we must rally behind these SMEs, championing their efforts and
ensuring that their sustainable aspirations translate into transformative actions.
Their stories, captured in this edition, hold the power to inspire, educate, and
drive forward the collective mission of fostering a sustainable future.
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FOREWORD

Assistant Secretary General and Director of UNDP’s
Bureau of Policy and Programme Support - Marcos Neto

We have just reached the mid-point of the Sustainable Development Goals
(SDGs). Created by the Governments of the world and adopted by the United
Nations in 2015, the SDGs are a universal call to action to end poverty, protect
the planet, create jobs, and ensure that by 2030 all people enjoy peace and
prosperity. However, it is clear that we have a long road ahead of us if we are
to achieve this milestone.

The lack of financial resilience across families, communities, businesses, and
countries is a major factor in the worrying state of the SDGs. Shocks and ha-
zards from climate- biodiversity- and social-related risks are on the rise in inten-
sity and frequency, increasing the likelihood of dislocations and disruptions in
the economic and financial spheres. These risks have important distributional
effects, both between and within countries, and are disproportionately felt by
vulnerable individuals, businesses, and communities in developing countries
due to a lack of insurance and social protection.

Insurance and risk financing play a key role in building financial resilience by
reducing vulnerabilities to climate, socio-economic, health, and disaster risks
and shocks, providing a critical safety net for millions, and protecting assets,
lives and livelihoods. However, in 2022, the global protection gap, which is
the difference between financial losses incurred due to various risks and the
amount of insurance coverage available, reached $1.8 trillion in premium equi-
valent terms, 20 percent more of what was recorded in 2018." From a develop-
ment perspective it is starkly clear: progress on ensuring that countries, fami-
lies, and businesses have a sustainable future is fragile and must be protected
by bringing risk transfer and insurance into the heart of that progress.

Small businesses are critical to any such progress across employment, eco-
nomic growth, and community cohesion. Generali and UNDP’s Insurance and
Risk Finance Facility (a part of our Sustainable Finance Hub) have therefore
formed a partnership to develop new ideas, processes, and tools to build the fi-
nancial resilience of such businesses, especially micro-, small- and medium-si-
zed enterprises (MSMESs) in developing countries. As part of the partnership,
we will publish a companion piece to the SME EnterPRIZE White Paper, focu-
sed on the Association of Southeast Asian Nations (ASEAN), with an emphasis
on Malaysia and Thailand.

Micro-, small- and medium-sized enterprises (MSMEs) form the backbone of
many developing country economies — contributing significantly to economic
growth, employment, and innovation. In ASEAN specifically, MSMEs constitute
between 88.8% and 99.9% of total enterprises and account for between 51.7%
and 97.2% of total employment. The strong relationship between the preva-
lence of MSMEs, employment, and economic growth also holds in Malaysia
and Thailand, the two focus countries of this study. In 2020 in Malaysia and in
2019 in Thailand, MSMEs accounted for 97.2% and 99.5% of all enterprises,
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Fostering Sustainability In Small and Medium-Sized Enterprises

2. Respectively (OECD, 2022; UNCTAD, 2021; ADB
Institute, 2023)

generated approximately 38.2% and 40% of the GDP, and employed 7.3 million
and 14 million people.?

However, MSMEs are highly vulnerable to climate and other shocks. They face
a multitude of intersecting risks and have limited access to tools to measure and
manage these risks when they occur. Through this report, we will explore how
insurers can create affordable and accessible insurance products that meet
the needs of MSMEs, by segmenting MSMEs by economic activities and value
chains, merging products with non-insurance value-added services such as
sensor-based tracking devices, early warning systems, and pest and disease
identification apps, as well as leveraging alternative distribution partners inclu-
ding digital platforms and microfinance institutions. By considering holistic so-
lutions that foster the overall financial resilience and inclusiveness of MSMEs,
we can enhance the insurance industry’s business case to serve MSMEs and
encourage a virtuous cycle of protection, prevention, and investment.

At the United Nations Development Programme, we know that the Sustainable
Development Goals cannot be achieved without active collaboration with the
private sector, which is why we greatly value our partnership with Generali.
We look forward to sharing the ASEAN version of the SME EnterPRIZE White
Paper with you in early 2024.

UNDP’s Insurance and Risk Finance Facility (IRFF)

The IRFF supports the development of innovative insurance pro-
ducts and services that are aimed towards vulnerable people and
communities, while also investing in the long-term transformation of
insurance markets.

The Facility is currently active in 30 countries and works closely with
partners from the insurance industry to deliver policy advice, gui-
dance, tools, methodologies and networks that boost country and
community resilience towards socio-economic, health, climate and
other shocks.

The IRFF harnesses UNDP’s position as the UN’s development
lead, with a presence in 170 countries and long-term partnerships
with governments, to integrate insurance and risk financing into su-
stainable development processes.
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UNDP — GENERALI Partnership

Generali — UNDP Partnership is a unique collaboration aiming to
boost access to insurance and risk finance solutions to reduce the
protection gap and increase the socio-economic wellbeing in deve-
loping countries, with a focus on SME resilience.

Under this multi-year partnership, officially signed in April 2022, Ge-
nerali is committed to providing technical and financial resources to
UNDP’s Insurance and Risk Finance Facility (IRFF).

By leveraging Generali’s insurance expertise and UNDP’s focus on
financing and development, the joint work will enable us to achie-
ve significant milestones including the development of the SME
EnterPRIZE White Paper focused on ASEAN countries, the launch
of the Insurance Innovation Challenge in Malaysia, and a disaster
loss prevention framework for SMEs to leverage the power of data,
awareness, and understanding of risks for businesses in vulnerable
communities.

e GY=E SME
o ‘ EnterPRIZE

GENERALI




Fostering Sustainability In Small and Medium-Sized Enterprises

Objectives of the Third Edition of the
Generali SME EnterPRIZE White Paper

The third edition of the White Paper “Fostering Sustainability in Small and Me-
dium-Sized Enterprises”, developed by SDA Bocconi School of Management’s
Sustainability Lab and promoted by Assicurazioni Generali’'s SME EnterPRIZE
project, presents an ongoing state-of-the-art analysis of the sustainable transi-
tion of European SMEs.

This edition builds upon the groundwork laid two years ago, further delving
into the emerging trends and evolutions related to the just and sustainable
transition of European SMEs. As in the previous edition, which involved 1,000
European SMEs, the main results are based on a specially designed survey
of 1,240 European small- and medium-sized companies. This work represents
one of the most extensive studies conducted over several years at European
level to map the evolution of SMEs’ attitudes towards sustainability issues.

The survey aims to understand SMESs’ strategic approach to sustainability, the
level of integration of sustainability within business operations, the key drivers
and obstacles faced, as well as the benefits obtained by companies. Further-
more, as in the previous edition, the survey includes elements aimed at suppor-
ting European institutions in defining their policies on sustainability.

This edition expands the scope of analysis to nine European countries, inclu-
ding for the first time Portugal and Croatia, in addition to the countries previou-
sly examined, namely Austria, the Czech Republic, France, Germany, Hun-
gary, Italy, and Spain. The overview by country offers insights into the strengths
and weaknesses of each nation, enabling a comparative analysis of SMEs’
approach to sustainability within different national contexts.

The first chapter, building upon the previous editions, tracks the evolution of
the strategic approach to sustainability among European SMEs. It seeks to
advance the knowledge of the shifting landscape of how SMEs handle sustai-
nability and what has changed in the past few years.

The second chapter examines the evolution of the barriers faced by SMEs
and how recent challenges such as the energy crisis, inflation, and the war in
Ukraine have affected SMEs’ sustainability ambitions. By evaluating the impact
of these factors, the White Paper seeks to understand the resilience and adap-
tability of SMEs in pursuing their sustainability goals. Additionally, the report
analyses the effects of NextGeneration EU funds on the sustainability goals of
European SMEs.

The third chapter investigates the benefits obtained by European SMEs with
the adoption of sound sustainability strategies and how the “ESG (Environ-
mental, Social and Governance) business case”, as we termed it in the pre-
vious edition, has evolved throughout these challenging times. By showcasing
tangible evidence of the advantages gained by SMEs, we aim to present the
Undecided and Laggards with compelling evidence of the benefits associated
with embracing sustainable practices.
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The fourth chapter assesses the level of awareness and preparedness among
European SMEs regarding selected transformative drivers that are expected to
influence their evolution in the coming years. This involves analysing aware-
ness of such drivers and the readiness of European SMEs to manage them.

The fifth chapter examines the ways in which European SMEs seek support
for their sustainability journey: to navigate the complexities and overcome the
barriers they encounter. Acknowledging their perspectives and addressing their
specific needs is of utmost importance in empowering SMEs and facilitating
their transition. By understanding their requirements and providing tailored
support, we can enable SMEs to effectively embrace sustainability and overco-
me the challenges they face along the way.

In the final chapter, the White Paper emphasises the importance of delivering
actionable roadmaps. It aims to provide policymakers and the financial servi-
ces sector with recommendations in the form of actions, both immediate and
medium-term, designed to address the needs and challenges faced by Euro-
pean SMEs on their sustainability journey.

Overall, the third edition of the Generali SME EnterPRIZE White Paper serves
as a comprehensive resource in terms of monitoring and understanding the
evolving landscape of sustainability among European SMEs. By highlighting
trends, assessing barriers and benefits, and delivering practical recommen-
dations, it aims to contribute to the advancement of sustainable practices and
policies in Europe.

INTRODUCTION

poered GY= SME
o ‘ EnterPRIZE

GENERALI




Fostering Sustainability In Small and Medium-Sized Enterprises

Executive Summary

The sustainable transition of European SMEs remains robust, despite the
challenges (such as the post-pandemic recovery, inflation, rising energy costs,
and Russia’s war on Ukraine) faced by SMEs over recent years. According to
our research, SMEs that have adopted a more formalised approach to sustai-
nability or are in the process of adopting one (we call them “Heroes” and “Soon-
to-be”), account for 44% of the sample, up 3% from the previous year, and up
10% from a similar 2020 pan-European investigation.

On the other hand, SMEs showing no interest in any sustainability strategy
(Laggards), account for 37%, though with a 6% reduction in 2023 compared to
last year. Standing at a crossroads in the transition, Undecided SMEs, which
declare that some sort of sustainability action plan may be implemented in the
future, slightly increased to 16% from 13% in 2023 vs 2022.

Despite the resilience shown by European SMEs, the barriers to the adop-
tion of a sound sustainability approach remain high and have increased
since last year. The percentage of European SMEs perceiving significant bar-
riers hindering their sustainable transition has risen across various domains,
such as:

¢ The relevance of lack of institutional support (excessive regulation and
bureaucracy) which almost doubled, increasing from 25% in 2022 to 48%
in 2023.

* The lack of public incentives, which also rose significantly from 17% in
2022 to 48%. SMEs perceive a lack of incentives from public authorities to
encourage and reward sustainable initiatives.

¢ The lack of sustainable finance instruments for SMEs, which witnessed
a notable increase, rising from 26% in 2022 to 47%.

On a positive note, the sustainability business case is clearer than ever: our
research reaffirms that SMEs that have adopted a more structured sustai-
nability approach are reaping benefits across all domains, highlighting a
further increase compared to the already positive results of last year:

¢ Organisational benefits: the number of companies that report having
achieved a better environmental impact and a consequent boost in orga-
nisational terms saw a steady increase from 78% in 2022 to 82% in 2023;
SMEs declaring improvements in efficiency increased from 64% in 2022 to
74% in 2023.

* Relational benefits: There is a consistent level of employee satisfaction,
customer satisfaction, and better relations with the community, as well as
improvements in terms of reputation and dialogue with stakeholders.
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Market and competitive benefits: SMEs are gaining market and compe-
titive advantages from their sustainability efforts. The percentage of com-
panies reporting better access to new markets has increased from 54% in
2022 to 68% in 2023, indicating that sustainability credentials are beco-
ming crucial to enter and expand into new markets.

European SMEs are persistently calling for support in their transition through a
wide range of institutional and market initiatives:

L]

Tax incentives to promote the use of more sustainable products or servi-
ces: This is the top-ranking measure, with 73% of European SMEs consi-
dering it very important or important.

EU or national subsidies aiming to finance the green transition of European
companies rank second and third, with 2 out of 3 SMEs declaring EU or
national funds very important or important.

More favourable financial conditions tied to ESG ambitions rank fourth,
with 63%, and involve the development of financial instruments that promo-
te sustainability and provide benefits, including discounted fees, to SMEs
committed to environmental, social, and governance goals.

To ensure a just and sustainable transition, it is vital to onboard Laggards
and Undecided SMEs. We have outlined short and medium-term recommen-
dations for policymakers and the financial sector, as they are among the key
actors capable of promoting, accelerating, and consolidating the just and su-
stainable transition of European SMEs.

Il. Recommendations for Policymakers

L]

Priority 1: Explain and convince Undecided SMEs and Laggards throu-
gh awareness initiatives and campaigns showcasing the “ESG business
case”, and the benefits of sustainability.

Priority 2: Support European SMEs in overcoming the main barriers, with
a focus on establishing a clear and proportional framework for SMEs, while
securing incentives for the transition.

Priority 3: Enhance the capacity of European SMEs to engage in regional
innovation centres to leverage opportunities, networking and partnerships
for sustainability.

Il. Recommendations for Financial Institutions

Priority 1: Engage and empower SMEs, explaining and raising awareness
about the available financial instruments and opportunities.

Priority 2: Support European SMEs by designing and mainstreaming spe-
cifically tailored sustainable finance instruments, including addressing the
“financeability” and “insurability” gaps.

Priority 3: Enhance the capacity to reach SMEs through partnerships and
collaboration with relevant players and the business community.

by [
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Fostering Sustainability In Small and Medium-Sized Enterprises

Our analysis underscores the resilience of European
SMEs during challenging times, while also confirming a
noticeable polarisation in their approach to the sustai-
nable transition.

In our sample, 44% of the SMEs declare that they have
already embraced, or are in the process of embracing,
a more formalised sustainability approach (Heroes and
Soon-to-be), while 37% show no interest in this transition
(Laggards).

Larger companies exhibit a more formalised attitude,
with the integration of environmental and social concerns
reflecting their superior maturity.

Country-wise, Germany, Italy and Portugal lead the pack,
with the remaining countries following suit.

Key factors pushing formalised sustainability include high
energy costs, regulatory demands, and entrepreneurial
vision.

Interestingly, our analysis reveals a strong link between
sustainability maturity and involvement in regional inno-
vation ecosystems.
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CHAPTER 1

1.1 Our survey highlights the resilience
of European SMEs during challenging
times, but it also confirms polarisation
in the approach towards sustainable
transition.

The first edition of the White Paper, published in 2021, provided an in-depth
analysis of over 3,000 national and international academic journals and grey
literature, aimed at describing the strategic approach of European SMEs to
sustainability.

igure rategic approach to sustainability tren - -%o0 S
(Fi 1) St i h tainabili d 2020-2023 - % of SME

“Undecided” “Laggards”

43%

o
38% 379%

26%
23%

20% 21% 20%
% 16%
14% 15% 13%
8%
_BY
ESG strategy/action plan ESG strategy/action plan Possible future ESG strategy/action plan Don’t know
already implemented implementation process implementation of ESG not adopted, and
activated strategy/action plan implementation not planned

2020 @ 2022 2023 @

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240; (May 2022) Total No. 1,000, European Commission SMEs, start-ups, scale-ups and entrepreneurship
Flash Eurobarometer 486 (2020)

The second edition, published in 2022, provided additional insights, through a
specially designed survey targeting 1,000 SMEs in seven selected countries
(Austria, the Czech Republic, France, Germany, Hungary, Italy, and Spain).
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Fostering Sustainability In Small and Medium-Sized Enterprises

The results showed an acceleration and polarisation of trends in several re-
spects: firstly, there was a notable rise in the number of European SMEs that
had embraced the sustainable transition, compared to a prior pan-European
study conducted in 2020. However, at the same time, there was also an in-
crease in the number of SMEs that displayed disinterest in adopting a more
structured sustainability approach.

Our latest survey, which was conducted in May 2023, covered 1,240 SMEs
in nine European countries with the addition of Croatia and Portugal to the
previous panel. It shed light on the evolving sustainability approach adopted
by SMEs, which reflected the observed polarisation highlighted in the previous
edition of the White Paper (Figure 1).

On the one hand, there has been an increase in the number of SMEs embra-
cing a more formalised sustainability approach demonstrating growing recogni-
tion of these themes (e.g. adopting a specific sustainability strategy or action
plan, possibly including objectives, targets and KPIs). This has either already
been implemented (in continuity with the previous edition, we call these com-
panies “Heroes”), or is in the process of being implemented (with companies
referred to as “Soon-to-be”).

Our analysis confirms that the combined number of Heroes and Soon-to-be
SMEs reached 44% of our sample in 2023, up 3% from the previous survey,
and up 10% from a similar pan-European survey carried out by the European
Commission in 2020.

On the other hand, the number of SMEs showing no interest in any ESG strate-
gy (termed “Laggards”), has almost doubled since the 2020 report, with an in-
teresting 6% reduction in 2023 compared to the previous year. At a crossroads
in the transition, the number of “Undecided” SMEs, which declare that some
sort of sustainability strategy or action plan may be implemented in the future,
slightly increased in 2023 vs 2022, rising to 16% from 13%.

We consider these findings positive, as they attest to significant resilience in
European SMEs with regard to a more structured approach to sustainability,
despite the challenges faced by all businesses, and SMEs in particular, in re-
cent years. These include the Covid-19 pandemic and varying recovery levels
across different parts of the world, the resulting tensions in commodity markets,
transportation, energy, and related inflationary pressures, along with the war in
Ukraine which exacerbated existing trends.

This resilience highlights the commitment of a significant portion of SMEs to
integrating environmental, social, and governance considerations into their bu-
siness operations. The results emphasise the need for continued efforts to bri-
dge the gap and encourage broader adoption among SMEs. By understanding
the factors driving the polarisation and identifying the barriers hindering ESG
engagement, all the parties involved (e.g. policy makers, financial services in-
stitutions, business organisations, and academia) can better support SMEs in
their sustainability journeys.
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1.2 The overview by country confirms
the polarisation observed and offers
additional insights. SMEs from different
countries are progressing at varying
paces in their sustainable transition,
with Germany taking the lead, followed
by Italy, Portugal, Austria, Spain, and
France.

The country-level analysis (Figure 2) provides a consistent picture of the ove-
rall polarisation observed at European level. SMEs from different countries
seem to be moving towards the sustainable transition at different speeds, with
Germany leading the pack (65% Heroes and Soon-to-be), followed by Italy
(52%), Portugal (49%), Austria (44%), Spain (43%), and France (39%), with
Hungary trying to close the gap (38%), followed by the Czech Republic (35%)
and Croatia (31%).

The pace of sustainable transition among SMEs in different countries can be
attributed to a mix of factors: economic (e.g. economic strength of each coun-
try, investments in R&D), cultural and historical (e.g. awareness and values of
the owners, sense of connection with local communities), political (e.g. gover-
nment initiatives), and infrastructural (e.g. existence and advancement of cir-
cularity and recycling supply chains, presence of renewable energy sources).

The countries leading the pack demonstrate a combination of governmental
support, cultural emphasis on sustainability, a sense of connection to local com-
munities, and the necessary economic, industrial, and infrastructure resources.
On the other hand, those lagging might be facing unique challenges or may not
yet have the infrastructure or policies in place to support the transition.
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Fostering Sustainability In Small and Medium-Sized Enterprises

(Figure 2) Strategic approach to sustainability trend - % of SMEs by country

Austria

Czech

Republic

France

Germany Hungary Italy Spain Croatia Portugal AVG

ESG strategy/
action plan
already
implemented
(Heroes)

ESG strategy/
action plan
Implementation
process
activated
(Soon-to-be)

Possible future
implementation
of ESG strategy/
action plan
(Undecided)

ESG strategy/
action plan not
adopted, and
implementation
not planned
(Laggards)

21%

24%

33%

16%

20% 27%

25% 17%

10% 17%

40% 37%

19%

23%

17%

12%

15%

18%

38%

16%

19%

27%

47%

46%

15%

24%

34%

21%

19%

23%

15%

41%

14%

6%

30%

16%

15%

26% 23%

21% 14% 39% 36% 13% 1% 12% 31% 25% 10% 28% 10% 28%

34%

20%

38%

20%

1%  44%

21%

21%

14% 6%

38% 6%

15%

23% 21%

14%  31%

42%

16% 15% 215

47%

14%

23% 26% 271%  21%

16%

18% 8% 19% 16%

12% 13% 14%  51% 14% 12% 17% 13% 16%

41%

18% 42% 14%

7%

31%

41% 16% 38% 30% 16% 38% 56% 33% 12% 39% 44% 33% 43% 37%

2020 @ 2023 @

2022

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240; (May 2022) Total No. 1,000, European Commission SMEs, start-ups, scale-ups and
entrepreneurship Flash Eurobarometer 486 (2020). Croatia and Portugal not included in 2022 survey.

Undecided companies, which represented the majority of SMEs in each coun-
try in 2020, seem to have moved in two opposing directions. On the one hand,
some have evolved towards greater maturity and embraced the sustainable
transition, integrating sustainability issues into their business strategy and ope-
rations.

On the other hand, a significant part of the Undecided has chosen not to em-
brace this transition, at least for the moment, thereby increasing the number of
Laggards. This pattern is also evident in the newly examined countries, Portu-
gal and Croatia.

When analysing this polarisation, aside from the different national economic,
cultural and historical, political and infrastructural factors, several other swaying
drivers emerge:

*  Firstly, economic considerations play a pivotal role. Given that SMEs often
operate with tighter financial constraints, many may view the shift towards
sustainability as an added expenditure rather than a long-term beneficial
investment.

* Secondly, the level of information and knowledge accessible to these en-
terprises significantly impacts their choices. Without a clear understanding
of the tangible benefits of sustainable practices, some SMEs might hesitate
to integrate them into their operations.
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Lastly, market demand acts as a compelling driver or deterrent. Companies
that recognise a pronounced consumer or client preference for sustainable
products or services are likely to be more proactive in their transition. Con-
versely, in sectors where this demand is less evident, SMEs might either

delay their shift or not consider it at all.

1.3 Not surprisingly, dimensions count:
the larger the companies, the higher
the proportion of SMEs that claim to
have adopted, or are in the process of
adopting, a more formalised approach
to sustainability.

The dimensional analysis (Figure 3), considering the number of employees,
confirms that size matters: larger SMEs declare greater adoption of a sustaina-

bility strategy compared to smaller businesses.

(Figure 3) Strategic approach to sustainability - % of SMEs by number of employees
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Fostering Sustainability In Small and Medium-Sized Enterprises

Given their scale, these enterprises often possess greater resources, both fi-
nancial and human, which can be channelled towards sustainable initiatives.
Additionally, their size might expose them to a broader customer base or stri-
cter regulatory scrutiny, compelling them to prioritise sustainability. Conversely,
smaller SMEs, often operating with tighter margins and limited resources, may
perceive sustainability as a secondary concern.

The size-related gap is particularly significant for companies with fewer than 20
employees (36% Heroes and Soon-to-be), which show a lag of 17 percentage
points compared to companies with 20 to 49 employees (53% Heroes and So-
on-to-be), and a lag of 24 percentage points compared to those with more than
50 employees (60% Heroes and Soon-to-be).

The affiliation with specific sectors is also relatively influential (Figure 4): SMEs
in the Industry and Construction sectors appear to have embraced a more for-
malised sustainability approach to a greater extent than those in the Services
and Trade sectors.

This configuration can be attributed to the fact that SMEs in the Industry and
Construction sectors, particularly those involved in global supply chains, are
often perceived to have a more tangible and direct impact on the environment
and society through their operations and activities. As a result, they face incre-
ased scrutiny and pressure from clients, customers, and other stakeholders to
adopt sustainable practices. These sectors also tend to benefit from existing
regulations and incentives that promote sustainability within their specific indu-
stries, such as regulations promoting resource- and energy-efficient building
and renovation practices.

(Figure 4) Strategic approach to sustainability - % of SMEs by sector
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.
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SMEs in the Services and Trade sector may, instead, perceive themselves as
having a comparatively smaller direct environmental and social impact or limi-
ted control over the production processes or sourcing decisions of the products
they trade in. These factors can pose additional challenges for SMEs when it
comes to the direct implementation of sustainability measures.

However, it is important to recognise that even SMEs in the Services and Tra-
de sectors play a significant role within the broader context of global supply
chains. While their impact may be less visible, their choices and actions still
have the potential to influence sustainability outcomes throughout the supply
chain.

The most recent regulatory developments, including the entry into force of the
CSRD (Corporate Sustainability Reporting Directive), will likely introduce new
elements into this scenario. With the CSRD in place, many businesses, in-
cluding SMEs, will face more stringent reporting requirements regarding their
sustainability practices, either directly addressed to them, or indirectly through
the requests of clients in the supply chain that are subject to the reporting re-
quirements of the directive. Given that larger SMEs have already been more
proactive in their sustainability initiatives, they might find themselves better po-
sitioned to adhere to these new regulations. Their existing structures and stra-
tegies could make the transition to enhanced reporting smoother.

In essence, the CSRD is likely to amplify the importance of sustainability across
all sectors. While the nature of the impact might vary, the overarching effect will
be a push towards more transparent, responsible, and sustainable business
practices. The directive not only enforces reporting, but could indirectly drive a
holistic adoption of sustainability as a core business principle across sectors.

1.4 The integration of environmental
and social concerns is linked to ESG
maturity: Heroes and Soon-to-be lead
the group, followed by the Undecided,
who are still at a crossroads regarding
the transition and do not yet have a
clear strategic orientation.

In our analysis, we identified some of the main organisational areas or proces-
ses in which the integration of environmental and social aspects is most rele-
vant to ensure a just and sustainable transition. Among them, there are aspects
of a strategic and relational nature or linked to process or product innovation.
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Fostering Sustainability In Small and Medium-Sized Enterprises

(Figure 5) Integration of environmental and social concerns in SMEs activities -
% of SMEs fully or highly integrated

AVG Heroes Soon-to-be Undecided Laggards
_Healthk&l Safety @ 88% 78% 57% 23%
in workplace
Quality of _ @ 87% 75% 49% 16%
products / services
Re'?t'ons with @ 89% 75% 49% 8%
customers
Relations @ 80% 74% 44% 11%
with trade unions
Rfi:]at'ons i 85% 72% 43% 10%
with suppliers
Ri:]atlonsl 79% 65% 44% 15%
with employees
Business strategy @ 79% 71% 42% 1%
New products 83% 68% 44% 9%
Marketing 79% 64% 45% 1%
New investments @ 80% 66% 40% 1%
New processes @ 79% 64% 39% 9%
Relations
with business @ 78% 57% 33% 7%
organisations
Relations with. . 75% 62% 30% 6%
local communities
Relations @ 67% 57% 30% 7%

with competitors

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.
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The integration of environmental and social concerns into the activities of Eu-
ropean SMEs reflects varying levels of maturity among different groups (Figu-
re 5). Heroes stand out as leaders in adopting and incorporating sustainable
practices across various aspects of their operations. In particular:

L]

Heroes prioritise sustainability across multiple aspects. They exhibit a
strong commitment to health and safety, quality, and work practices, ensu-
ring the well-being of their employees. They emphasise the importance of
devising marketing and communication strategies in line with sustainable
principles, promoting their sustainability initiatives to stakeholders. Heroes
seem to make more informed investment choices, develop new products
and services that align with sustainability goals, and implement new pro-
cesses to reduce environmental impact. They place importance on building
strong relationships with suppliers, partners, customers, and even compe-
titors, thus fostering a collaborative business ecosystem. Their engage-
ment with local communities and workers associations showcases their
comprehensive approach to sustainability integration.

Soon-to-be companies show progress in integrating social and environ-
mental concerns into their operations. They prioritise aspects such as he-
alth and safety, quality, and work practices. Although their percentages are
slightly lower than those of the Heroes group, Soon-to-be companies are
actively building marketing and communication strategies aligned with su-
stainability goals, and making strides in investment choices, the develop-
ment of new products and services, and the implementation of sustainable
processes.

Undecided SMEs are still evaluating their approach to sustainability. While
their integration of social and environmental concerns is lower compared to
Heroes and Soon-to-be companies, they are not completely disregarding
sustainability. They show some consideration for aspects such as health
and safety, quality, and work practices, although there is room for improve-
ment in areas such as investment choices, and the development of sustai-
nable products and services.

Laggards show the lowest integration of social and environmental con-
cerns across all the different domains, including areas such as health and
safety, quality, and work practices. To facilitate a sustainable transition,
Laggards need to be onboarded.
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Fostering Sustainability In Small and Medium-Sized Enterprises

A more detailed analysis, distinguishing between “full” and “full or high”
integration of environmental and social concerns into the activities of Eu-
ropean SMEs, reveals areas for improvement across all groups of com-
panies (Figure 6).

Full integration means that the various environmental and social aspects are
systematically considered in corporate decisions, in an integrated, comprehen-
sive, and continuous manner. High integration, on the other hand, refers to a
significant level of consideration, albeit not integrated, complete, or continuous,
in corporate decisions.

Our analysis highlights that:

despite their leading position, Heroes still have room to fully integra-
te environmental and social concerns into their strategies and business
operations.This is evident from the average gap of 43 percentage points
between the number of companies declaring to have fully integrated envi-
ronmental and social concerns, versus the ones that declare a combination
of full and high integration. This gap can be attributed to various factors,
including the complexity of full integration (e.g. from high-level strategies
down to day-to-day operations), the adoption of an evolutionary approach
(e.g. starting with high integration in certain areas before progressing to full
integration), time lag (e.g. between intent and action), external pressures
and market dynamics (e.g. companies might prioritise areas that face more
external scrutiny or where market dynamics favour sustainability), and re-
source constraints (e.g. limited financial and human resources to ensure a
complete and continuous integration of sustainability practices);

Soon-to-be companies also show room for improvement, with an average
gap of 45 percentage points between “full” and “full or high” integration:
while in the process of adopting a sustainability strategy, these companies
have yet to fully incorporate social and environmental concerns across all
business aspects, highlighting the need for ongoing efforts to strengthen
their commitment to sustainability;

Undecided companies show less pronounced, but still significant diffe-
rences, with an average gap of 31 percentage points: these companies are
uncertain about adopting a sustainability strategy and the level of integra-
tion of social and environmental concerns remains relatively low, reinfor-
cing the notion that further exploration is required to make more informed
decisions and potentially move towards full integration;

Laggard companies exhibit the lowest level of integration in both analyses,
with an average gap of 9 percentage points, indicating a lack of interest or
commitment to sustainability.
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(Figure 6) Integration of environmental and social concerns -
% of SMEs fully vs fully or highly integrated
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

powered &F 12:
by éfn)r \

GENERALI

SME
EnterPRIZE

% fully

.. % fully + highly




Fostering Sustainability In Small and Medium-Sized Enterprises

1.5 At country level, the integration of
environmental and social concerns
follows, to some extent, the maturity
of the national context: SMEs from
Italy, Germany, and Portugal appear on
average to be more advanced in the
sustainable transition.

At country level, the analysis reveals varying degrees of integration of environ-
mental and social concerns, which, to some extent, align with the maturity of
SMEs from the various national contexts, as discussed in paragraph 1.2. While
countries like Germany and ltaly present higher levels of integration across

multiple aspects, the others follow behind:

* Germany emerges as a leader in sustainability integration. It demonstrates
high percentages across most aspects, indicating a strong commitment
to incorporating social and environmental concerns into various business

operations.

* Italy follows closely, showing significant integration in most aspects. It
demonstrates a comprehensive approach to sustainability, particularly in
areas such as health and safety, quality, and investment choices. Portugal
and Austria also exhibit relatively high levels of integration. These countries
show notable commitment to sustainability in areas such as health and

safety, quality, and customer relations.

e Spain, the Czech Republic, and Hungary display moderate levels of in-
tegration overall. While they have made progress in integrating social and
environmental concerns into certain aspects, there is room for improve-

ment in several areas.

¢ France and Croatia demonstrate comparatively lower levels of integration

than other countries, with opportunities for further development.
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(Figure 7) Integration of environmental & social concerns by country -
% of SMEs fully or highly integrated
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.
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Fostering Sustainability In Small and Medium-Sized Enterprises

1.6 When asked to identify the three
main factors that favoured or required
the adoption of a more formalised
sustainability approach, SMEs mainly
emphasised high energy costs,
regulatory requirements, and the vision
and sense of responsibility of the
entrepreneurs.

Overall, the adoption of a formalised sustainability strategy in SMEs that have
adopted, or are in the process of adopting, an ESG approach (i.e. Heroes and
Soon-to-be companies), is mainly influenced by a combination of three factors,
namely economic considerations, national and international regulatory requi-
rements, and the vision and sense of responsibility of the owners (Figure 8).

The relative importance of these drivers may vary slightly from country to coun-
try, but they consistently play a significant role in shaping SMEs’ sustainability
strategies:

high energy costs: This driver holds an overall relevance of 43%, with
peaks of 52% in the Czech Republic and 49% in Croatia, indicating that the
economic implications of energy costs play a significant role in motivating
SMEs to adopt sustainability strategies;

national and/or international regulatory requirements: With an overall
relevance of 40%, and a peak of 46% in France, regulatory compliance
emerges as a strong driver for SMEs to adopt sustainability strategies,
seen as necessary to conducting business and staying competitive in the
market;

vision and sense of responsibility of owners: This driver holds an ove-
rall relevance of 38%, with peaks of 51% in Italy, 46% in Croatia and 44% in
France, highlighting the importance of owners’ vision and their commitment
to social responsibility. SMEs whose owners possess a strong sense of
responsibility are more likely to adopt formalised sustainability strategies.
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(Figure 8) Main 3 factors that favoured or required the adoption of an ESG approach -

% of SMEs by country
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 548.

Other drivers, such as the pursuit of organisational and market advantages,
including benefits from accessing capital at better conditions, or the potential
benefits for future listing, as well as cultural and social factors including social
proximity to the community, are perceived as less relevant, with some varia-

tions by country.
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1.7 Efficiency, referred to recycling,
energy conservation, and material
savings, represents the main area

in which European SMEs are active.
Heroes emerge as frontrunners, closely
followed by Soon-to-be companies.
Notably, the Undecided exhibit similar
patterns, particularly in relation to
recycling and energy-saving efforts.

Consistent with the main drivers of action for the implementation of a more
structured approach to sustainability, the main domains in which European
SMEs make an active effort to achieve higher results are resource and energy
efficiency.

Heroes and Soon-to-be SMEs exhibit higher levels of investment across all
sustainability areas. These proactive groups prioritise recycling or material
reuse, energy savings or transitioning to sustainable energy sources, and the
reduction of natural resource consumption. They also show a stronger commit-
ment to developing sustainable products or services, minimising the impact of
their operations on biodiversity, selecting sustainable partners or suppliers, and
reducing their carbon footprint.

Undecided SMEs, meanwhile, show intermediate levels of intervention across
most sustainability areas, indicating a willingness to engage, albeit with less
intensity compared to Heroes and Soon-to-be. Laggards allocate the lowest
levels of investment across all areas.
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(Figure 9) Main initiatives actively undertaken in the field of sustainability -
% of SMEs by strategic approach

AVG Heroes Soon-to-be

Undecided

Laggards
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53% 53%
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41% 41%

Development of
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42% 34%

Selection of
suppliers also by
sustainability
criteria

34% 29%

Reduction of
impact on
biodiversity

34% 29%

Reduction of
carbon footprint

27% 26%
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None of the above 1%

46%

48%

33%

16%

13%

13%

1%

6%

19%

23%

16%

6%

3%

3%

4%
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

Overall, the findings indicate a positive link between the strategic approach to
sustainability and the level of activation. Heroes and Soon-to-be companies
have invested across all sustainability areas and benefit from their proactive
approach by gaining a deeper understanding of sustainability issues and rea-
ping the associated rewards.
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1.8 ESG maturity and the connection
to regional innovation ecosystems go
hand-in-hand: 8 out of 10 Heroes, and
7 out of 10 Soon-to-be SMEs, show a
propensity to develop connections and
participate in joint initiatives across
different domains.

Our analysis shows that engagement with regional innovation ecosystems and
superior maturity in the field of sustainability are linked (Figure 10). A regional
innovation ecosystem refers to the interconnected networks of institutions, or-
ganisations, and businesses within a specific geographical region that collecti-
vely support and drive innovation. This ecosystem is shaped by the interactions
between various components and facilitates the flow of knowledge, ideas, and
resources. Ultimately, it fosters creativity, technological advancements, and
economic growth in the region, uniting educational entities, local districts, rese-
arch centres, and local platforms to advance skill sets, sustainability thinking,
visibility, and the co-development of technologies, products, and services.

Heroes and Soon-to-be companies exhibit higher rates of collaboration with
regional platforms, networks or clusters to increase their visibility, access to
partners and scale-up their activity, Additionally, they develop new products
and services in collaboration with other players, engage with educational insti-
tutions to address skill gaps and access new talents, or work with local districts
to advance sustainable thinking and leverage their network for increased op-
portunities.
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(Figure 10) Connection to regional innovation ecosystem - % of SMEs by strategic approach

Heroes Soon-to-be

Undecided

Laggards

Engagement with regional
platforms, networks or
clusters to increase visi-
bility, access to partners &
scale-up activity

35% 31%

Development of new
products and services in
collaboration with the
regional innovation
ecosystem players

27% 18%

Collaboration with
education entities to
address existing skills
gaps and access new
talent

24% 17%

Work with regional cluster
to advance ESG thinking

and leverage new market
and funding opportunities

23% 20%

Support of research by
science centers,
developing future
applications, technologies,
products and services

22% 14%

None of the above 20% 31%
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

Heroes and Soon-to-be SMEs also show greater support for research con-
ducted by collaborative research centres, enabling the development of appli-
cations, technologies, and new processes. In contrast, Undecided companies
and Laggards display lower engagement across all areas of collaboration. This
limited connection may have hindered their progress in sustainability matters
to a certain extent.

We can assume that superior ESG maturity leads to higher involvement in local
innovation ecosystems. Superior maturity enables companies to recognise the
importance of collaborating for further enhancing sustainability efforts. Existing
sustainability practices may have motivated Heroes and Soon-to-be compa-
nies to seek partnerships, knowledge exchange and resources, resulting in
their increased involvement.

Conversely, superior involvement in local innovation ecosystems can also lead
to higher ESG maturity. By collaborating with educational institutions, local di-
stricts, research centres and ecosystem actors, companies gain access to va-
luable resources, expertise and innovation opportunities.

This involvement has likely exposed Heroes and Soon-to-be SMEs to new su-
stainability practices, cutting-edge technologies and emerging trends, ultima-
tely contributing to their higher level of maturity.
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Barriers to the adoption of a formalised sustainability ap-
proach remain substantial and have intensified over the
past year.

Smaller SMEs perceive these barriers more acutely, with
institutional challenges such as excessive regulations
and bureaucracy being predominant.

European SMEs’ sustainability ambitions have also been
affected by rising energy prices, inflation, and the Ukrai-
ne conflict, with these factors impacting the Undecided
and Laggards the most.
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2.1 Barriers to the adoption of an ESG
approach remain high and their severity
has increased since last year.

Since our 2022 study, the percentage of European SMEs perceiving significant
barriers hindering their sustainable transition has increased across various do-
mains (Figure 11).This rise can be attributed in part to the challenging period
faced by all businesses, especially SMEs. The perception of the barriers to the
sustainable transition, driven by the characteristic weaknesses of SMEs (e.g.
lack of skills and human resources, lack of financial resources), has further
intensified due to the particularly complex circumstances.

(Figure 11) What are the barriers to the sustainable transition - % of SMEs rating as very important or important

48% 48% 47% 46% 45%
38% 37% 37%
35%
o, 26% 25%
25% 23% ’
] I
Lack of institutional Lack of public Lack of sustainable Lack of clear Lack of Lack of internal Lack of market
support (regulation, incentives finance for SMEs legislative framework  economic & financial resources (including recognition
bureaucracy) resources skills and
competences)

2022 @ 2023 @

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240; (May 2022) Total No. 1,000

In particular:

¢ lack of institutional support (excessive regulation and bureaucracy):
excessive regulation and bureaucracy refer to an overabundance of ru-
les (regulation) coupled with complex administrative procedures (bureau-
cracy), both of which are often perceived as impediments to efficiency,
innovation and growth, rather than facilitators. The relevance of this barrier
has nearly doubled, increasing from 25% in 2022 to 48% in 2023. Europe-
an SMEs perceive increased challenges in receiving adequate support and
guidance from institutions in their sustainable transition efforts;
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¢ lack of public incentives: similarly, the importance of this barrier has si-
gnificantly risen from 17% in 2022 to 48% in 2023. SMEs perceive a lack
of incentives from public authorities to encourage and reward sustainable
initiatives;

* lack of sustainable finance instruments for SMEs: the relevance of this
barrier has also witnessed a notable increase, rising from 26% in 2022
to 47% in 2023. SMEs face challenges in accessing financial instruments
tailored to their sustainability needs. The growing importance of this barrier
highlights the need to develop and promote financial mechanisms specifi-
cally designed to support SMESs’ sustainable initiatives;

* lack of clear legislative framework: while this barrier was already rela-
tively important in 2022 at 35%, it has further increased to 46% in 2023.
SMEs perceive a lack of well-defined and comprehensive legislative fra-
meworks that provide clarity and guidance for sustainable practices. The
continued rise in its importance emphasises the urgent need to establish
clear and consistent regulations to facilitate the sustainable transition of
SMEs;

* lack of economic & financial resources: this barrier has seen a substan-
tial increase, growing from 23% in 2022 to 45% in 2023. SMEs face difficul-
ties in accessing the necessary economic and financial resources required
to implement sustainable practices. The significant rise in its importance
indicates a pressing need to address the resource constraints faced by
SMEs and explore avenues for providing financial and economic support;

* lack of internal resources: this barrier has increased from 25% in 2022
to 38% in 2023. It remains a significant challenge for SMEs, indicating limi-
tations in the internal capacity and resources necessary to implement su-
stainability practices. Addressing this barrier would involve providing SMEs
with the necessary tools, knowledge, and skills to effectively integrate su-
stainability into their operations;

* lack of market recognition: while still a significant barrier, the relevan-
ce of the lack of market recognition remains steady at 37%. The barrier
remains noteworthy, indicating that further efforts are needed to increase
market demand and recognition for sustainable offerings.

The evolution of the barriers reveals an increased recognition of the challenges
faced by European SMEs in their sustainable transition. The notable rise in the
relevance of barriers such as lack of institutional support, public incentives,
and sustainable finance instruments, highlights the need for stronger backing
and engagement from institutions and policymakers. Efforts should be di-
rected towards creating a favourable ecosystem that addresses these barriers,
enabling SMEs to embrace sustainability effectively.
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2.2 While Heroes have made significant
strides in overcoming various barriers,
institutional obstacles (such as
excessive regulations and bureaucracy,
lack of a clear legislative framework,
limited public incentives, and lack of
sustainable finance) predominantly
affect the Undecided, followed by
Soon-to-be SMEs and Laggards.

According to our analysis (Figure 12), compared to other groups, Heroes ge-
nerally perceive lower levels of importance for most barriers, and have already
made progress in overcoming obstacles. The reasons for this lower percep-
tion of barriers could depend on various factors, some of which, as previously
mentioned (see paragraphs 1.3 and 1.8), could be linked to the larger average
size of the Hero companies, or their greater involvement in regional innovation
networks. However, even these companies face ongoing challenges, particu-
larly in areas such as excessive bureaucracy, lack of public incentives, and lack
of economic resources. Continued support and improvement in these areas
could further enhance their sustainability efforts.

Soon-to-be SMEs indicate relatively higher levels of importance across all
barriers compared to Heroes. These companies are in the process of adop-
ting sustainability strategies, but still face significant challenges. They consider
regulation and bureaucracy, lack of public incentives, and lack of sustainable
finance tailored towards SMEs as the most crucial barriers. Addressing these
concerns through streamlined processes, attractive incentives, and accessible
financial resources could accelerate their transition.

Undecided companies exhibit similar perceptions to the Soon-to-be group, hi-
ghlighting the importance of barriers such as excessive regulation and bureau-
cracy, lack of public incentives, and lack of clear political frameworks. Undeci-
ded SMEs seem to be considering sustainability strategies, but have concerns
about the external support and favourable conditions required to implement
them effectively. Clear and consistent policies, along with targeted incentives,
can play a pivotal role in encouraging this group to embrace sustainability.

Laggards consistently rank barriers with high levels of importance. These
companies seem to face significant challenges and might require substantial
motivation and support to initiate sustainability efforts. Tailored assistance,
awareness campaigns, and capacity-building programmes can help them over-
come these barriers and start their sustainability journeys.
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(Figure 12) What are the barriers to the sustainable transition by ESG approach -

% of SMEs rating as very important or important
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ikt 48%

35%
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support (regulation,
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54%55%
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24% °

Lack of sustainable
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56%

48% 46% 48% 459
o

Lack of clear Lack of economic & Lack of internal Lack of market

finance for SMEs legislative financial resources resources recognition
framework (including skills and
competences)

Heroes M Soon-to-be M Undecided Laggards H Don’t know

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

2.3 Not surprisingly, size also matters
when it comes to barriers: the smaller
the companies, the higher the number
of SMEs that perceive the various
barriers as “very important” or
“important”.

The size of an SME has a direct connection with its perception of the barriers
to sustainable transition. Larger SMEs typically have more resources, both in
terms of finances and personnel, which can be allocated to navigate challen-
ges such as regulatory compliance, bureaucratic procedures, and access to
sustainable finance. Their scale often allows them a better vantage point from
which to understand and adapt to policy frameworks.

In contrast, smaller companies, especially those with 10-19 employees, often
operate on tighter margins and have limited manpower. These constraints
make them more susceptible to feeling the burden of excessive regulation, a
lack of public incentives, and the intricacies of legislative frameworks. Their
smaller scale can also make accessing financial support more challenging,
further amplifying their perception of these barriers.
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Companies with 10-19 employees consistently perceive high levels of impor-
tance for all barriers. The constraints cited above, together with lack of sustai-
nable finance and lack of financial resources, are particularly significant (Figure
13). This confirms the challenges that smaller companies face in dealing with
administrative processes, accessing financial support, and navigating policy
frameworks.

Compared to smaller businesses, companies with 20-49 employees show a
slightly lower perception of importance across most barriers. However, bureau-
cracy, public incentives, and a lack of economic resources remain significant
concerns.

Companies with 50-249 employees generally perceive lower levels of impor-
tance for most barriers. While bureaucracy and public incentives are still seen
as significant, the importance placed on sustainable finance, economic resour-
ces, and internal resources decreases, confirming that larger companies may
have more resources and capabilities to overcome certain barriers. However,
the significance of bureaucracy and public incentives indicates that even larger
companies face challenges in dealing with administrative processes and ac-
cessing governmental support.

CHAPTER 2

(Figure 13) What are the barriers to the sustainable transition by dimension -

% of SMEs rating as very important or important

5
52% 53% 52% 51% 51%
48% 48% o
aa 47% 46% v
1% % 41% 41% 41% 20%

38%
I I I | I I I |

Lack of public Lack of clear Lack of economic &
incentives legislative financial resources
framework

Lack of sustainable
finance for SMEs

Lack of institutional
support (regulation,
bureaucracy)

From 10 and 19

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

The sectoral analysis highlights that companies in the Trade and Services sec-
tors exhibit a slightly stronger perception of the various barriers to the adoption
of a more structured sustainability approach (Figure 14).
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(Figure 14) What are the barriers to the sustainable transition by sector -

% of SMEs rating as very important or important
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Lack of institutional
support (regulation,
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

49% 49%
479 48%
46% 5

Lack of public
incentives

49%
97 48%
47%

47%479, .,
45 46% 4% 46%  46% Y.
43%
4% 40% 4%
.
38z - 39% [ 350, a79,37%
34% 34%349%

Lack of sustainable

Lack of clear Lack of economic & Lack of internal Lack of market

finance for SMEs legislative financial resources resources recognition
framework (including skills and
competences)
Construction M Industry M Sevices Trade W AVG

These figures are consistent with our previous insights (see paragraph 1.3).
Companies in the Trade and Services sectors may perceive their environmen-
tal and social impacts as being more indirect compared to sectors like Industry
or Construction. This perception could make it challenging for them to identify
clear paths to sustainability and might amplify the barriers they see. In addition,
Trade companies might not have direct control over the production processes
or sourcing decisions of the products they deal in. Without this control, im-
plementing sustainability measures directly can be challenging, leading to a
heightened perception of barriers.

2.4 The barriers to the sustainable
transition are perceived with varying
degrees of intensity in different
countries.

According to our survey, on average, a higher number of SMEs in Hungary,
Croatia, and Portugal declare the barriers to be “very important” or “important”,
followed by Austria, Spain and the Czech Republic (Figure 15). With some
differences at national level, the perceived intensity of the barriers is mainly
concentrated on the lack of institutional support, lack of public incentives, and
lack of sustainable finance instruments specifically tailored to SMEs. Germany,
France, and particularly Italy, show the lowest levels of perception of the bar-
riers.
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(Figure 15) What are the barriers to the sustainable transition by country -
% of SMEs rating as very important or important

. . Czech .
Austria Croatia Republic France Germany Hungary Italy Portugal Spain AVG

Lack of institutional
support (regulation, 57% 53% 58% 37% 47% 58% 24% 60% 51% 48%
bureaucracy)

Lack ?f public 56% 59% 52% 42% 39% 59% 26% 56% 51%
incentives
I];ack of ?UStSal\i/rl]éble 53% 67% 53% 38% 33% 59% 18% 55% 56% @
inance for SMEs

:—a‘fkl Otf clefar L 60% 52% 41% 39% 63% 26% 48% 49%
egislative framewor
It:aCk of leconomic & 50% 58% 50% 44% 36% 48% 22% 54% 51% @
inancial resources

Lack of internal
resources (including 41% 45% 36% 34% 32% 53% 16% 49% 43% 38%

skills, competences)

Lack of market 43% 43% 37% 30% 31% 57% 12% 44% 48%
recognition

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

The perception of barriers to the sustainable transition among SMEs can be
influenced by a complex interplay of economic, institutional, cultural, regula-
tory, and historical factors. The differences in these factors across countries
can lead to variations in how SMEs perceive challenges in their sustainability
journeys. Countries like Hungary and Croatia, for example, might face different
economic challenges compared to countries like Germany, France and ltaly.
The economic robustness of a country, as well as the level of institutional sup-
port, the regulatory environment, and cultural and social factors, can influence
the extent to which SMEs perceive such barriers.
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3. Statista, Harmonised index of consumer prices (HICP)
inflation rate in Europe in March 2023, by country https://
www.statista.com/statistics/225698/monthly-inflation-ra-
te-in-eu-countries/ accessed June 5 2023

4.  European Union (2022), Inflation explained: What lies

behind and what is ahead? https.//www.europarl.europa.
eu/thinktank/en/document/EPRS_BRI(2022)729352

5. Eurostat https://ec.europa.eu/eurostat/web/hicp/database

2.5 European SMEs have experienced
the impact of rising energy prices and
inflation, with 6 out of 10 stating that
these factors have negatively affected
their approach towards sustainability.
The conflict in Ukraine also emerged
as a significant element. Conversely,
NextGeneration EU funds have had a
positive influence on slightly more than
1in 3 SMEs.

The rapid recovery of the European economy in 2021, following the impact of
the Covid-19 pandemic in 2020, has played a significant role in driving the cur-
rent inflationary pressures. The reopening of businesses and easing of restri-
ctions led to increased demand for goods and services, straining global supply
chains that are still battling production challenges and workforce disruptions. In
addition, rising energy costs have further compounded supply issues.?

The upward trend in energy prices has had a substantial influence on overall
inflation rates across all EU Member States. This effect has been particularly
notable due to the unprecedented sanctions imposed on Russia following its
invasion of Ukraine, along with the comprehensive revamp of the EU’s energy
policy aimed at reducing reliance on Russian energy sources. Consequently,
the EU economies have had to face elevated energy costs driven by economic
and political uncertainties. Almost half of the current inflation rate (HICP - Har-
monised Index of Consumer Prices) can be attributed to components related to
energy, accounting for 49% of the overall inflation figure.*

In 2022, the inflation rate in the EU reached a record high of 9.2%, more than
triple the rate of 2021 of 2.9%, which also marked one of the highest levels of
the last 10 years.

The annual average change in the EU during the period 2013-2022 was 2.1%.
Some common trends can be observed across European countries, as all of
them experienced higher inflation rates in 2021 and 2022.°

Hungary, the Czech Republic and Croatia have experienced higher inflation
compared to other countries, with Hungary having the highest inflation in 2022
at 15.3%, followed by the Czech Republic (14.8%) and Croatia (10.7%). Ger-
many, France, Austria, Spain, Portugal and Italy have had lower inflation rates
in comparison to the other countries, with France recording the lowest figures in
the group in 2022 (5.9%). Portugal had the lowest inflation rate in 2021 (0.9%),
but it surged to reach a similar level to that of the other countries in 2022.
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In June 2023,° the HICP 12-month average rate of change in the European
Union stood at 9.4%, with Hungary experiencing the highest rate at 22.4% fol-
lowed by, among the countries analysed, the Czech Republic with 16.0% and
Croatia with 11.3%.

In this context, our analysis reveals the negative influence of energy price in-
creases, inflation, and the war in Ukraine on European SMEs’ sustainability
approach and priorities (Figure 16).

In terms of energy price increases, the average negative impact is quite signifi-
cant, with 59% of SMEs acknowledging its influence. Rising energy costs pose
a challenge to SMEs’ ability to implement sustainability strategies, as higher
energy expenses can strain their financial resources and make sustainable
practices less economically viable.

Similarly, inflation is perceived as a significant hurdle, with an average of 57%
of SMEs recognising its negative impact. Inflation erodes the purchasing power
of businesses and consumers, affecting SMEs’ ability to invest in sustainability
initiatives and implement long-term sustainable practices.

The war in Ukraine also registers a substantial negative impact, with an ave-
rage of 47% of SMEs acknowledging its influence. Geopolitical tensions and
armed conflicts can disrupt supply chains, create economic uncertainties, and
undermine business confidence, all of which can impede SMEs’ focus on and
commitment to sustainability efforts.

CHAPTER 2

6. Source Eurostat, latest available data as of August 14,
2023 https://ec.europa.eu/eurostat/databrowser/view/
PRC_HICP_MV12R/default/table ?lang=en

(Figure 16) Agreement with the following statements - % of SMEs responding very much or very
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Energy price rise negatively
affected my company’s
approach and priorities

on sustainability

Inflation negatively
affected my company’s
approach and priorities

on sustainability

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.
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7. The ltalian Law Decree 77/2021, known as the Simplifica-
tion Decree of 31 May, 2021, officially called “Governance
of the National Recovery and Resilience Plan and first
measures to strengthen administrative structures and ac-
celerate and streamline procedures”, in art. 47, namely
“Equal opportunities, generational and gender in public
NRRP (National Recovery and Resilience Plan) con-
tracts”, contains provisions relating to equal opportunities,
promotion of youth and female employment, company
welfare, and reporting of a non-financial nature.

On a more positive note, we investigated whether NextGeneration EU funds
have had any positive influence on the ambitions of European SMEs in terms
of sustainability initiatives.

In last year’s White Paper, we highlighted several ways in which NextGenera-
tion EU funds could benefit European SMEs in their sustainability journey.

These include:

e strategic infrastructure initiatives (e.g. zero-emission transport and electri-
fied intermodal rail networks);

e context-based sectoral initiatives (e.g. aimed at directing resources toward
the modernisation of essential areas of the public and private sectors, such
as improvement of buildings’ energy efficiency);

* and targeted initiatives for enterprises (e.g. financing or co-financing of me-
asures to promote investments in the field of green transition, reduction in
greenhouse gas emissions, energy efficiency and pilot projects).

Additionally, NextGeneration EU funds could contain, as in Italy, positive and/
or negative technical, environmental as well as social criteria that companies,
including SMEs, must meet in order to gain preferential access to financial re-
sources and grant opportunities.’

According to the companies surveyed, NextGeneration EU funds seem to have
positively influenced slightly more than one-third of SMEs.

While these funds hold significant potential to drive the green and digital transi-
tion and support businesses, including SMEs, in their sustainability efforts, the
fact that most SMEs have not yet perceived positive effects in their ambitions
raises important considerations. This highlights the need for further attention
and efforts to ensure that the outlined initiatives effectively reach and support
a larger number of SMEs.

This may involve enhancing accessibility to funding, streamlining administra-
tive procedures, and tailoring measures to address the specific challenges
faced by SMEs.
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2.6 The negative effects of escalating
energy prices, inflation, and the conflict
in Ukraine are more pronounced
among the Undecided and Laggards.

In contrast, NextGeneration EU funds
have had a positive impact primarily on
Heroes and Soon-to-be SMEs.

The negative effects impacting the sustainability ambitions of the Undecided
and Laggards (Figure 17) can be attributed to several factors, including their
limited awareness of the benefits and importance of sustainability strategies
and their risk aversion, especially during challenging times.

As aresult, these companies may be more sensitive to external factors such as
energy prices, inflation, and geopolitical conflicts, which can exacerbate their
existing challenges and make the adoption of sustainability strategies seem
less feasible. The uncertainty surrounding the war in Ukraine and its potential
consequences, coupled with rising energy prices and inflation, may further in-
crease the aversion to taking on additional risks associated with sustainability
initiatives. In the face of external challenges, these businesses may prioritise
stability and continuity, which can hinder their willingness to engage in sustai-
nability transitions.

On the opposite end of the scale, the position of Heroes and Soon-to-be SMEs
reflects their strategic vision, resilience, resource allocation, stakeholder enga-
gement, and recognition of market opportunities. Their steadfast commitment
to sustainability during challenging times enables them to better navigate ex-
ternal pressures and continue their sustainability journey.

Interestingly, with regard to the influence of NextGeneration EU funds on the
sustainability ambitions of European SMEs, 51% of Heroes, and 44% of Soon-
to-be SMEs report having a positive effect. The measures included in NextGe-
neration EU funds, either already implemented or announced, seem to have
provided additional “impetus” to these companies’ sustainability ambitions, fur-
ther supporting their initiatives.
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(Figure 17) Agreement with the following statements - % of SMEs responding very much or very
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.

The effects of inflation, high energy prices, and the war in Ukraine may have
a transitory impact on the sustainability ambitions of European SMEs, but the
duration and intensity of this influence could vary based on their current stance
on sustainability. For the Undecided and Laggards, these external pressures
may amplify their existing challenges and risk aversions, making them more
hesitant to adopt sustainability strategies in the short to medium term. Their
primary focus might shift towards maintaining stability and continuity, especially
when faced with immediate economic challenges.

Conversely, the foundational commitment to sustainability, strategic vision, and
resilience of Heroes and Soon-to-be SMEs put them in a better position to na-
vigate these external challenges more effectively. While they might experience
short-term disruptions, their long-term sustainability ambitions are less likely to
be deterred. Their recognition of market opportunities, coupled with effective
stakeholder engagement and resource allocation, allows them to continue their
sustainability journey despite external pressures.
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2.7 On average, SMEs in Hungary and
Croatia perceive the negative effects of
energy price increases, inflation, and
the war in Ukraine to a greater extent,
whereas these negative effects are
less strongly perceived in Germany,
Portugal, and Italy.

According to our analysis, there seems to be a link between higher inflation
rates, increased energy prices, and the negative impact of these factors on the
sustainability ambitions of SMEs. Countries with higher inflation rates, such as
Hungary, the Czech Republic, and Croatia, exhibit a more pronounced nega-
tive impact.

On the other hand, countries like France, Germany, Austria, Spain, Portugal,
and ltaly, which have been subjected to relatively lower inflation rates compa-
red to other countries, while still experiencing negative effects on the sustaina-
bility ambitions of SMEs, are slightly less impacted.
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(Figure 18) Agreement with the following statements - % of SMEs responding very much or very
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240.
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The impact of such factors on different countries depends on several variables,
such as:

e geographic location (e.g. countries closer to Ukraine and Russia have
been more directly affected by the war, experiencing greater disruptions to
trade and transportation),

e dependency on Russian energy imports,

e economic strength (e.g. countries with stronger economies have been bet-
ter able to weather the economic storm caused by the war),

* and government policies (e.g. the implementation of price controls on ener-
gy to mitigate the impact of higher energy prices on businesses and con-
sumers).

Multidimensional challenges, such as rising energy prices, in-
flation, and geopolitical tensions, added to the post-Covid reco-
very phase, rendered sustainability and resilience all the more
relevant for European SMEs

The Covid-19 pandemic highlighted the vulnerabilities and inter-
connectedness of our global systems, underscoring the need for a
sustainable and resilient economy capable of withstanding future
shocks.

As a result, sustainability and resilience were brought to the forefront
of the debate surrounding SMEs. The rise in energy prices, as well
as inflation and the geopolitical tensions arising from the Russian
aggression in Ukraine, have added layers of uncertainty and com-
plexity to an already challenging environment.

In this type of post-pandemic recovery scenario, collaborative efforts
between governments, businesses, civil society, and other stakehol-
ders are needed to ensure an equitable recovery and a just and
sustainable transition, where environmental, social, and economic
considerations are integrated into the strategies and operations of
SMEs.

The European Commission has launched the REPowerEU plan,
which aims to reduce the EU’s reliance on Russian fossil fuels and
accelerate the transition to clean energy. The plan includes several
measures to support SMEs, such as funding for renewable energy
projects, tax breaks for businesses that invest in energy efficiency
measures, and grants to help SMEs switch to renewable energy.
Governments across Europe have also announced measures to
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support SMEs addressing the current challenges. For instance, in
April 2023, the European Commission approved a €3.5 billion Fren-
ch scheme to support small and medium-sized enterprises and mi-
croenterprises in the context of Russia’s war against Ukraine.

In light of these circumstances, government support plays a crucial
role. Governments have the power to shape policies, provide finan-
cial resources, and create enabling environments that facilitate the
adoption of sustainable practices by businesses, particularly SMEs.
By offering targeted support mechanisms, such as funding, grants,
and tax incentives, they can encourage SMEs to invest in renewable
energy, energy efficiency measures, and sustainable production pro-
cesses. Additionally, governments can implement regulations that
promote social responsibility, ensuring that businesses prioritise fair
wages, worker protections, and ethical supply chains.
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The ESG business case is stronger than ever, with SMEs
that have adopted a more formalised sustainability ap-
proach reaping benefits across all domains.

Our survey shows that the number of SMEs declaring
“very positive” and “positive” benefits has increased sin-
ce last year, even in challenging times.

This suggests that sustainability is no longer just a ni-
ce-to-have, but a critical component of any successful
business strategy.
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3.1 The ESG business case is clearer
than ever: our latest survey reaffirms
that SMEs that have adopted an ESG
approach are reaping benefits across all
domains, highlighting a further increase
in the already positive results that
emerged from last year’s survey.

Based on our 2023 survey, the number of European SMEs that obtained “very
positive” or “positive” benefits from the implementation of a more structured
sustainability approach has increased, compared to the already positive results
from last year’s survey (Figure 19).

The benefits obtained by Heroes and Soon-to-be SMEs can be clustered into
three categories: organisational benefits, relational benefits, and market and
competitive benefits:

* organisational benefits: the data reveal notable organisational benefits
derived from the adoption of a more structured sustainability approach.
These include improved environmental impact, which saw a steady incre-
ase from 78% in 2022 to 82% in 2023. SMEs are becoming more environ-
mentally conscious and are successfully implementing practices to redu-
ce their ecological footprint. SMEs have also experienced improvements
in efficiency, with the percentage of companies reporting better efficiency
increasing from 64% in 2022 to 74% in 2023. Sustainable practices are
enhancing the operational processes and resource management of SMEs,
leading to increased productivity and reduced waste. SMEs are also re-
porting better risk management as a consequence of their sustainability
efforts;

¢ relational benefits: the data show that European SMEs have experienced
significant improvements in various relational and social aspects thanks
to their sustainability efforts. We have recorded a consistent level of em-
ployee satisfaction, customer satisfaction, and improved relations with the
community, as well as better reputation and dialogue with stakeholders,
although this specific aspect is the only one registering a slight decrea-
se year-on-year (from 66% to 64%). These benefits highlight the positive
impact of sustainability practices on the overall well-being of employees,
customer loyalty, and community engagement. Furthermore, there is a po-
sitive trend in owner and management satisfaction, indicating that sustai-
nable initiatives contribute to the overall satisfaction of key stakeholders
within the organisation;
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* market and competitive benefits: the data demonstrate that SMEs are
reaping market and competitive advantages from their sustainability effor-
ts. Access to new markets has significantly increased from 54% in 2022 to
68% in 2023, indicating that sustainability credentials are becoming increa-
singly important for SMEs to enter and expand into new markets. Moreover,
SMEs are reporting an improvement in competitive advantage, as well as
market share increase. These findings confirm that sustainability practices
enhance the resilience, competitiveness, and reputation of SMEs, enabling
them to differentiate themselves from competitors and attract more custo-
mers and investors.

Overall, our findings demonstrate the wide-ranging benefits that European
SMEs are gaining from adopting a more structured sustainability approach.
These benefits extend beyond environmental impact and encompass social,
relational, organisational, as well as market and competitive aspects.

It is encouraging to observe that most SMEs are experiencing positive outco-

mes, which further highlights the value of integrating sustainability into busi-
ness strategies.

(Figure 19) Benefits of adopting an ESG approach - % of SMEs declaring very positive or positive benefits
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Although the number of SMEs reporting “positive” or “very positive” benefits in
terms of better credit and insurance conditions has increased since last year,
the overall percentages remain relatively low compared to other benefits.

This could be attributed to several factors:

» firstly, credit conditions and insurance conditions are influenced by various
external factors such as economic stability, industry-specific risks, and the
overall market environment. While sustainable practices can contribute to
a company’s overall risk management, it may take time for these benefits
to translate into tangible improvements in credit and insurance conditions;

* secondly, credit and insurance conditions are influenced by the asses-
sments of financial institutions and insurance providers, which may have
specific criteria and requirements for providing favourable terms. SMEs
may need to demonstrate a consistent track record of sustainability per-
formance and risk mitigation to gain more favourable credit and insurance
conditions. This may require SMEs to establish a strong and credible repu-
tation in terms of sustainability over a longer period;

* additionally, the complexity and specificity of credit and insurance policies
can make it challenging for SMEs to navigate and access better conditions.
SMEs, especially those with limited resources and expertise, may encoun-
ter difficulties in understanding credit and insurance contracts and may
lack access to specialised guidance or negotiation skills;

» finally, this may depend on the attitudes of financial sector operators and
the fact that the dimension of operations is often too small to make deals
worthwhile. The size of SMEs’ financing and loan requirements, in fact, is
relatively small compared to large companies. Therefore, the potential be-
nefits of sustainability-linked banking or insurance are also limited and the
administrative costs of managing sustainability may outweigh the potential
financial benefits. As a result, assessing the alignment of SMEs’ activi-
ties against ESG criteria often relies on manual and individual intervention,
which is inefficient and costly for both SMEs and financial operators. This
leads to increased transaction costs.®

Overall, while the percentage of SMEs experiencing positive benefits in terms
of better credit and insurance conditions has increased, these benefits may
take more time and effort to materialise compared to others.

Enhancing creditworthiness and insurance conditions requires a combination
of sustained sustainability performance, building strong relationships with fi-
nancial and insurance institutions, and developing a comprehensive under-
standing of the credit and insurance landscape.
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See also European Banking Federation, UNEP Finance
Initiative (2021), Testing the application of the EU Taxo-
nomy to core banking products: High level recommen-
dations https://www.ebf.eu/wp-content/uploads/2021/01/
Testing-the-application-of-the-EU-Taxonomy-to-co-
re-banking-products-EBF-UNEPFI-report-January-2021.
pdf
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The Investment Value of Sustainability

Our survey sheds light on the true nature of sustainability within the
European SME business landscape. It is evident that a commitment
to sustainability is not merely an expenditure. Rather, it should be
recognised as a strategic investment, which yields tangible returns
across multiple domains.

By embracing sustainable practices, companies are not just acting
ethically or environmentally; they are positioning themselves for
enhanced growth, resilience, and long-term profitability. The data
underscore this perspective, making it clear that the dividends of
a sustainable approach are real, multifaceted, and instrumental for
modern businesses.

3.2 The country overview with
year-on-year comparison confirms the
general trend: despite the challenging
period, the increase in SMEs declaring
“very positive” and “positive” benefits
remains consistent.

The year-on-year comparison between the number of European SMEs expe-
riencing benefits from a more structured sustainability approach in 2023, as
compared to 2022, reveals varying trends across different countries (Figure
20).

In general, the overall average change across all categories indicates a posi-
tive trend, with a 6.7% increase in the number of SMEs experiencing benefits
in 2023 compared to the previous year. This suggests a growing recognition
and adoption of sustainability practices among SMEs, with many reaping the
rewards in various areas.

When examining country-specific data, several notable trends emerge, parti-
cularly regarding the alignment of most countries that had previously reported
lower perceptions of benefits. Hungary stands out with significant improvemen-
ts in multiple categories, including access to new markets (a 44% increase
year-on-year), better management satisfaction (43%), improved employee and
customer satisfaction (35%), a gain in competitive advantage (33%) and an
increase in market share (30%).
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The Czech Republic also demonstrates positive developments across various
categories, particularly in access to better credit (a 26% increase year-on-year)
and insurance conditions (17%), access to new markets (16%), and customer
satisfaction (13%).

Spain shows advancements in several areas, including access to new markets
(a 35% year-on-year increase), a gain in competitive advantage (30%), better
credit conditions and an increase in market share (22%).

France, Germany, Austria, and Italy display mixed results across different cate-
gories. While these countries experienced positive changes in certain aspects,
such as improved risk management, better environmental impact, reputation
and dialogue with stakeholders, customer satisfaction, and access to new mar-
kets, they also face challenges in areas like market share increase. These va-
riations could be attributed to specific dynamics and market conditions, as well
as varying levels of sustainability integration among SMEs.

Newly introduced in the 2023 survey, Portugal and Croatia show high rates of
benefits acknowledgement. In Portugal, the implementation of structured su-
stainability strategies in 2023 had a significant impact on SMEs.

The most relevant benefits reported by a large number of companies included
reduced environmental impact (88%), improved productivity efficiency (85%),
and higher employee, owner and customer satisfaction (83%, 81% and 80%
respectively).
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Benefits of adopting an ESG approach - % of SMEs declaring very positive or positive benefits
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Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 548, (May 2022) Total No. 258.
Croatia and Portugal not included in 2022 survey.

SOABocconi

SCHOOL OF MANAGEMENT

m SUSTAINABILITY LAB



In Croatia, SMEs also experienced notable benefits from structured sustaina-
bility strategies. Key aspects that had a positive impact on businesses inclu-
ded improved environmental impact (86%), employee satisfaction (84%), risk
management (78%), and customer and management satisfaction (both 76%).

Overall, the year-on-year changes across different countries indicate a nuan-
ced and evolving landscape of sustainability practices among European SMEs.
While some areas may experience setbacks or fluctuations, there is an overall
positive trend of gaining increasing benefits.

The country-specific data show that there is a positive trend of increasing bene-
fits from sustainability practices among SMEs in most countries. This is particu-
larly true for countries that had previously reported lower perceptions of benefi-
ts. This suggests that sustainability practices are becoming more mainstream,
thanks to an increased awareness of the benefits of sustainability, growing
pressure from consumers, clients and stakeholders, and enhanced competition
which is also based on sustainability practices. This is compelling SMEs to be-
come more sustainable to remain competitive.

Further efforts and support in fostering sustainability practices among SMEs
can contribute to their long-term success and resilience in a changing business
landscape.
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Fostering Sustainability In Small and Medium-Sized Enterprises

The maturity of SMESs’ strategic sustainability approach
is a key factor in determining the perceived relevance of
transformative drivers and their preparedness for them.

Heroes, Soon-to-be, and Undecided SMEs show a simi-
lar level of recognition of transformative drivers, with He-
roes expressing a higher level of readiness.

The size of an SME also plays a role in the perceived re-
levance and preparedness: on average, companies with
20 to 49 employees attribute greater importance to these
drivers compared to other companies, while SMEs with
50 to 249 employees declare a higher level of prepared-
ness.
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4.1 Certain transformative drivers

will shape the environmental, social,
and economic landscape in the
coming years. It is therefore crucial
for all businesses, including SMEs,
to recognise and proactively address
them. By acknowledging their impact,
businesses are in a better position to
succeed in the evolving landscape.

To analyse SMESs’ level of awareness and preparedness in relation to the many
changes that will take place in the coming years, we have identified a group of
transformative drivers, many of which are interrelated and complementary:

L]

decarbonisation (i.e. the progressive reduction of greenhouse gas emis-
sions - GHG) in operations and activities: the latest report from the Intergo-
vernmental Panel on Climate Change (IPCC) calculated that, to meet the
1.5°C warming target of the Paris Agreement, global GHG emissions need
to peak before 2025 at the latest and be reduced by 43% by 2030. Even
in this scenario, it is almost inevitable that the temperature will temporarily
exceed the threshold, but could return below it by the end of the century.®
As the urgency to combat climate change intensifies, businesses across
various sectors are recognising the need to reduce their greenhouse gas
emissions. This involves adopting sustainable practices and transitioning
away from fossil fuel-based energy sources. By implementing renewable
energy solutions, improving energy efficiency, and re-evaluating supply
chains, companies can make substantial progress towards decarbonisa-
tion. This driver not only aligns with global climate goals, but also presents
opportunities for innovation and cost savings;

electrification (i.e. the progressive shift from fossil fuel sources of ener-
gy to electricity): as industries and transportation systems transition from
fossil fuel-powered technologies to electric alternatives, the demand for
renewable energy and electric power infrastructure will surge. This shift
not only reduces carbon emissions but also promotes energy efficiency
and sustainability. The widespread adoption of electric vehicles, electric
heating systems, and electric-powered machinery in various sectors will
create new business opportunities, drive technological advancements, and
contribute to the development of a cleaner and more sustainable energy
ecosystem;

increasing levels of circularity in products and services: the circular

economy model emphasises minimising waste, maximising resource effi-
ciency, and promoting the reuse, recycling, and regeneration of materials.
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IPCC (2022), Climate Change 2022: Mitigation of Climate
Change,  https://report.ipcc.ch/aréwg3/pdf/IPCC_ARG6_

WGIII_FinalDraft_FullReport.pdf
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By adopting practices such as product redesign, resource recovery, and
closed-loop systems, businesses can reduce their environmental footprint
and create a more sustainable value chain. The shift towards circularity not
only addresses the issue of waste management but also presents econo-
mic opportunities through the development of new business models and
the creation of circular supply networks;

increasing operational efficiency: businesses are increasingly recogni-
sing the importance of enhancing efficiency in operations and activities,
optimising resource usage, streamlining processes, and reducing waste.
By improving energy efficiency, water management, and supply chain logi-
stics, companies can achieve cost savings, reduce their environmental im-
pact, and enhance overall productivity. Embracing efficiency as a strategic
priority can lead to improved competitiveness, increased profitability, and
the development of more sustainable business models;

advancements in digitalisation: rapid advancements in technology, cou-
pled with the Covid-19 pandemic’s acceleration of digital transformation,
have highlighted the importance of digital solutions across various sec-
tors. Businesses are adopting technologies such as artificial intelligence,
automation, data analytics, and cloud computing to optimise operations,
enhance decision-making processes, and improve overall productivity. The
digitalisation of operations and activities can lead to increased efficiency,
reduced resource consumption, and improved sustainability performance;

initiatives in the field of nature-based solutions for carbon seque-
stration: leveraging the power of ecosystems to capture and store carbon
dioxide from the atmosphere, initiatives such as carbon farming and refo-
restation, can mitigate the impacts of climate change. By investing in su-
stainable land management practices, protecting and restoring forests, and
promoting biodiversity, businesses can contribute to carbon sequestration
while enhancing the resilience of ecosystems. Nature-based solutions not
only offer environmental benefits but also provide opportunities for ecosy-
stem-based businesses and sustainable agriculture practices;

diffusion of diversity, equity, and inclusion (DEI) initiatives in the wor-
kplace: companies are recognising the importance of embracing diversity
and creating a culture of inclusivity to foster more equitable workplaces,
as well as to drive innovation, improve employee well-being, and enhance
organisational performance. By promoting diversity in hiring practices, pro-
viding equal opportunities for advancement, and cultivating inclusive work
environments, businesses can unlock the potential of their workforce and
create a more sustainable and resilient business ecosystem;

development of social products or services for vulnerable or disad-
vantaged categories of clients or customers: businesses are increa-
singly recognising the importance of social impact and sustainability, with
the aim of addressing societal challenges and improving the well-being of
marginalised communities. By developing products or services that cater to
the needs of underserved populations, businesses can drive positive social
change, build stronger customer relationships, and contribute to a more
inclusive and equitable society.
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Fostering Sustainability In Small and Medium-Sized Enterprises

4.2 The perceived relevance and
preparedness of SMEs regarding
transformative drivers is influenced
by the maturity of their ESG strategic
approach. Heroes, Soon-to-be, and
Undecided show a similar level of
recognition of transformative drivers,
with Heroes expressing a higher level
of readiness.

According to our analysis, Heroes consistently show a relatively high level of
perceived importance for all transformative drivers (Figure 21). On average,
more than 6 out of 10 Heroes declare that they have a strong understanding of
the significance of these factors in shaping the future of their businesses and
the sustainability agenda, with peaks of above 70% for digitalisation, circularity,
and diversity, equity, and inclusion. This aligns with their declared level of pre-
paredness, suggesting that these companies have taken proactive measures
to align their operations and activities.

Soon-to-be companies have a similar perception of the importance of these
drivers compared to Heroes. However, their preparedness scores are slightly
lower, in line with the fact that they are still in the process of implementing su-
stainability practices and strategies. This highlights their intention and progress
toward embracing sustainability, but also indicates a need for further action to
bridge the gap between importance and preparedness.

The Undecided exhibit a moderate level of perceived importance for most tran-
sformative drivers. These companies seem to demonstrate some awareness,
but may still be exploring their potential impact on their business operations.
Their preparedness scores are comparatively lower, confirming that they requi-
re more guidance and support to effectively address sustainability challenges.

Laggards show the lowest perceived importance and preparedness across all
transformative drivers, highlighting a lack of awareness or limited focus on su-
stainability issues within their operations. Targeted interventions to raise awa-
reness, educate, and support this group in adopting sustainable practices are
needed. Providing resources and demonstrating the benefits of sustainability
could help bridge the gap between importance and preparedness for these
companies.

However, it is important to note that the overall average scores for both awa-
reness and preparedness indicate that there is still room for improvement and
further efforts are needed to fully embrace sustainability measures.
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(Figure 21) Relevance of and preparedness for transformational drivers: % indicating very or fairly

AVG Heroes Soon-to-be Undecided Laggards

Digitalisation “ ‘ ‘ ‘ ‘

59% 47% 65% 72% 72% 61% 73% 54% 40% 20%
Electrification “ ‘ ‘ ‘ ‘

58% 39% 68% 69% 66% 55% 69% 41% 42% 1%
Circularity . . ‘ ‘ ‘ l

57% 41% 63% 71% 69% 56% 68% 48% 41% 13%
Efficiency “ ‘ ‘ ‘ .

57% 42% 65% 72% 68% 58% 67% 46% 40% 16%
Diversity, equity “ ‘ ‘ ‘ .
and inclusion

56% 45% 64% 70% 70% 64% 68% 50% 39% 19%
Social products “ ‘ ‘ . .
or services

52% 37% 62% 62% 65% 52% 58% 41% 38% 12%
Decarbonisation “ . . . .

50% 30% 59% 59% 60% 43% 54% 29% 40% 9%
e | e O O
sequestration

47% 27% 59% 55% 58% 37% 52% 24% 33% 6%

% stating relevant “ % stating prepared ’

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240
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4.3 Perceived relevance and
preparedness regarding transformative
drivers also vary with the size of the
companies: on average, companies with
20 to 49 employees indicate a greater
importance for these drivers compared
to other companies, while SMEs with 50
to 249 employees exhibit a higher level
of preparedness.

In general, as the size of SMEs increases, awareness and preparedness also
grow (Figure 22). Larger SMEs with more resources and capabilities appear to
be better equipped to address challenges and integrate sustainability practices
into their operations.

SMEs with 10 to 19 employees show the lowest scores across most of the
transformative drivers. Their perception of the relevance of such drivers ranges
from 43% to 54%, with readiness ranging from 22% to 40%, indicating that the-
se companies have relatively limited measures in place to address sustainabili-
ty challenges. This seems to highlight that while at least some SMEs recognise
the importance of the drivers, they may require further support to translate
awareness into action.

SMEs with 20 to 49 employees demonstrate higher levels of awareness com-
pared to the previous group, ranging from 56% to 65%. Similarly, the readiness
of this group is higher than the previous one, ranging from 31% to 54%, indi-
cating stronger implementation of sustainability measures. SMEs in this group
appear to have made some progress in aligning their operations with sustaina-
bility goals.

SMEs with 50 to 249 employees show the highest levels of awareness, with
scores ranging from 45% to 63%. Their readiness levels range from 37% to
58%, suggesting that they have more comprehensive sustainability measures
in place.

To support smaller SMEs in enhancing their awareness and readiness, targe-
ted initiatives, training programmes, and resources specifically tailored to their
needs are beneficial. By providing guidance and assistance, SMEs of all sizes
can be encouraged to take meaningful steps towards sustainability.
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(Figure 22) Relevance of and preparedness for transformational drivers:
% indicating very or fairly

AVG From 10 to 19 From 20 to 49 From 50 to 249
employees employees employees
Digitalisation “ . . ‘
59% 47% 54% 40% 65% 54% 63% 58%

Electrification

58% 39% 54% 33% 64% 46% 57% 48%

Circularity

57% 41% 53% 36% 63% 47% 56% 49%

Efficiency

57% 42% 52% 37% 65% 49% 58% 49%

Diversity, equity
and inclusion
56% 45% 50% 40% 66% 52% 61% 52%

Social products
or services

52% 37% 50% 32% 59% 43% 50% 44%

Decarbonisation

50% 30% 47% 26% 56% 35% 50% 39%

Carbon
sequestration

47% 27% 43% 22% 55% 31% 45% 37%

% stating relevant . % stating prepared ’

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240
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4.4 The relationship between perceived
relevance and preparedness is less
significant with respect to sectors.
Overall, the various sectors show

a comparable level of importance
attributed to these drivers and express
similar levels of preparedness.

The link between perceived importance and preparedness for transformative
drivers is not as pronounced when analysed at sector level.

Across the different sectors (i.e. Construction, Industry, Services, and Trade),
there is a relatively consistent level of significance assigned to these drivers,
and the levels of preparedness expressed are also comparable (Figure 23).

One explanation for this alignment is that transformational drivers are beco-
ming increasingly important for all sectors. This is due to several factors, such
as the growing awareness of climate change, the increasing demand for su-
stainable products and services, and the evolving regulatory landscape. As a
result, businesses in all sectors are recognising the need to adopt transforma-
tional drivers in order to remain competitive and sustainable.
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(Figure 23) Relevance of and preparedness for transformational drivers: % indicating very or fairly

AVG Construction Industry Services Trade

59% 47% 49% 42% 58% 47% 58% 49% 64% 48%

Digitalisation

Electrification

58% 39% 60% 40% 57% 41% 55% 36% 60% 40%

Circularity

57% 41% 62% 45% 54% 43% 54% 39% 60% 41%

Efficiency

57% 42% 61% 45% 56% 43% 54% 41% 58% 42%

Diversity, equity “

and inclusion

56% 45% 54% 45% 60% 51% 53% 42% 57% 45%

Social products

or services

52% 37% 51% 37% 54% 35% 50% 38% 51% 37%
Decarbonisation “ . ‘ . ‘

50% 30% 57% 32% 50% 30% 49% 29% 54% 33%
e @ ® e e
sequestration

47% 27% 56% 29% 44% 29% 46% 26% 51% 25%

% stating relevant “ % stating prepared ’

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240
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European SMEs highlight several measures as essential
for their sustainable transition.

Their top priorities include tax incentives for sustainable
products or services, and subsidised EU or national
funds.

Additionally, they value favourable financial conditions
linked to ESG goals and initiatives that boost demand for
sustainable products.

Clear regulations and reduction of bureaucracy, educa-
tion, and partnerships with ESG-focused finance provi-
ders are also indicated, alongside tax measures to deter
unsustainable practices.
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5.1 Despite the challenging period,

our analysis confirms European SMEs’
commitment to a just sustainable
transition. However, SMEs are
persistently seeking support through

a wide range of institutional and
market-based initiatives.

In today’s rapidly changing world, the importance of sustainable practices and
the need for a just transition are becoming increasingly evident. Economic,
environmental, and societal shifts underscore the urgency for businesses to
adopt and maintain sustainable strategies. The past few years, marked by si-
gnificant challenges, have made it clear that resilience, adaptability, and long-
term thinking are vital for survival and growth. As emphasised in the previous
chapters, despite the complex period of recent years, SMEs’ approach to su-
stainability remains stable.

Our final findings regard how European SMEs are requesting support in their
sustainable journey, to navigate complexities and overcome barriers. Under-
standing their perspectives and addressing their specific needs is crucial in
order to empower SMEs and enable their transition.

Figure 24 indicates the importance that European SMEs place on various me-
asures to support and facilitate their just sustainable transition:

e tax incentives to promote the use of more sustainable products or
services feature as the top-ranking measure, with 73% of European SMEs
considering it “very important” or “important”. It involves providing tax be-
nefits or incentives to encourage SMEs to adopt and offer sustainable pro-
ducts or services;

* EU subsidies or national funds aiming to finance the green transition
of European companies rank second, with 2 out of 3 SMEs considering
them “very important” or “important”. These measures involve the alloca-
tion of subsidised funds by the European Union or national governments
to support the green transition; more favourable financial conditions tied
to ESG ambitions rank fourth with 64% and involve the development of
financial instruments that promote sustainability and provide benefits, in-
cluding discounted fees, to SMEs committed to environmental, social, and
governance goals;

¢ initiatives aimed at promoting consumer demand for sustainable pro-
ducts and services include awareness campaigns, certifications, and la-
bels that highlight the environmental or social benefits of products. Gover-
nments can collaborate with industry associations and NGOs to promote
sustainable consumption and raise public awareness;
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a clear and simplified regulatory framework requires its development
or simplification in a way that is tailored to the capabilities and resources
of SMEs, ensuring that compliance with sustainability regulations is mana-
geable;

education, capacity building, and transfer of competences focus on
providing SMEs the means to enhance their knowledge and skills in sustai-
nable practices. Training programmes, workshops, and mentorships can
be implemented to help SMEs improve resource efficiency and develop
more sustainable business models;

tax measures to discourage the use of less sustainable products
or services consist in applying taxes or levies on products or services
with negative environmental or social impacts to discourage their use. For
example, higher taxes can be imposed on products with excessive packa-
ging or high carbon emissions to incentivise SMEs and consumers to cho-
ose more sustainable alternatives;

support or advisory services from the financial sector to drive Net
Zero carbon ambitions focus on ways for the financial sector to help
SMEs achieve their Net Zero carbon goals. Financial institutions can of-
fer specialised expertise, funding advice, and tailored financial products to
support SMEs in their transition to carbon neutrality;

signing-up to finance providers’ ESG objectives through partnerships
and branding refers to SMEs aligning their sustainability objectives with
finance providers that have strong environmental, social, and governance
objectives. SMEs can form partnerships with banks or investment firms
that prioritise sustainability, leveraging their branding and expertise to sup-
port their own sustainable initiatives.

(Figure 24) How SMEs are asking to be supported - % of SMEs declaring the initiative very important or important

73%

67% 66%
Tax incentives EU subsidised National
to promote funds to subsidised
sustainable finance the funds to
products or green transition finance the
services green transition

64%

More
favourable
credit
conditions
tied to ESG
ambitions

63% 63%
62% 62%
60%
56%
Promotion of Clear and Education, Tax measures Financial Signing-up
demand for simplified capacity to discourage support or to finance
sustainable regulatory building and use of less advice services providers ESG
products and framework transfer of sustainable for Net Zero objectives
services for SMEs competences products or carbon through
services ambitions partnerships

and branding

Source: SDA Bocconi Sustainability Lab survey for SME EnterPRIZE (May 2023) Total No. 1,240

SOABocconi

SCHOOL OF MANAGEMENT

SUSTAINABILITY LAB



5.2 Interestingly, the most pressing
demands for support in the sustainable
journey come from Heroes and Soon-
to-be, followed by the Undecided.
Laggards exhibit lower levels of
interest, although not entirely
negligible.

It is interesting to observe that, among the different groups of SMEs, Heroes
and Soon-to-be companies show the highest levels of interest in the various
initiatives and measures to support their sustainable transition, followed by the
Undecided.

The higher levels of interest shown by Heroes and Soon-to-be SMEs can be
attributed to several factors. Heroes, for example, have already taken steps
towards sustainability and have likely experienced the benefits of such measu-
res, like cost savings, improved reputation, and access to new markets. Their
positive experiences motivate them to seek further support and initiatives to
enhance their sustainable practices.

Soon-to-be SMEs are in the process of implementing sustainability strategies
and are actively exploring ways to integrate sustainable practices into their
operations. They recognise the need for support and initiatives to facilitate their
transition and ensure its success. Their high level of interest reflects their com-
mitment to sustainability and their eagerness to learn and adopt sustainable
measures.

Undecided SMEs, despite their uncertainty about adopting sustainability stra-
tegies, also express significant interest. They appear open to considering su-
stainability and seek information and incentives to make informed decisions.
Access to financial support, favourable regulatory frameworks, and educational
resources can play a crucial role in influencing their decision-making process.
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(Figure 25) How SMEs are asking to be supported - % of SMEs declaring the initiative very important or important
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On the other hand, Laggards, as the name implies, exhibit the lowest interest
across the different initiatives compared to their fellow SMEs. Their reluctance
can be attributed to several factors. Firstly, they possess limited awareness
of the potential advantages that sustainable practices can bring, such as cost
reductions, enhanced reputation, and access to new markets. While Heroes
have first-hand experience of these benefits and Soon-to-be SMEs are acti-
vely pursuing them, Laggards remain somewhat distanced from the positive
impacts of sustainability. Additionally, Laggards encounter more pronounced
barriers when trying to integrate sustainable measures into their operations
(see paragraph 2.2). To bridge this gap and foster genuine interest in the su-
stainable transition, Laggards would need tailored support and interventions
specifically designed for them.

Overall, the findings highlight the importance of providing dedicated support,
financial incentives, regulatory clarity, and educational resources to SMEs at
various stages of their sustainability journey.

By addressing the specific needs and concerns of these SMEs, it becomes
possible to foster their sustainable transition and contribute to a more sustai-
nable and inclusive economy.
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Fostering Sustainability In Small and Medium-Sized Enterprises

Despite facing challenges in recent years, the attitude of
European SMEs towards the sustainable transition re-
mains robust.

While barriers to a structured approach persist and have
even increased, the ESG business case is clearer than
ever, yielding tangible benefits.

To ensure a just and sustainable transition, it is vital to
engage Laggards and Undecided SMEs.

Policymakers are urged to raise awareness about the
benefits of sustainability, establish clear frameworks for
SMEs while reducing excessive regulation and bureau-
cracy, and promote engagement with regional innovation
centres.

Financial institutions should offer tailored instruments for
SMEs and foster collaboration to reach a wider SME au-
dience.
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6.1 Our analysis reveals that the
sustainable transition of European
SMEs has not halted, despite the
various challenges faced over the last
few years.

European SMEs have demonstrated remarkable resilience in their pursuit of
more structured sustainability approaches, propelled by three main drivers.

Firstly, rising energy costs, alongside the escalating prices of raw materials
and commodities, have further incentivised SMEs to engage in resource effi-
ciency, circularity, and waste reduction. By implementing measures that pro-
mote self-production of renewable energy (e.g. through photovoltaic panels)
and adopting more circular business models, efficient resource utilisation, and
waste reduction, SMEs can not only mitigate the impact of rising costs and in-
flation, but also contribute to more sustainable development patterns.

Secondly, regulatory requirements have played a crucial role in compelling
SMEs to adopt sustainable initiatives. Within the supply chain, for example,
larger firms are increasingly requiring the disclosure of non-financial informa-
tion from their SME suppliers, either as mandated by European legislation or in
response to demands from the financial community. This cascade of require-
ments has triggered a knock-on effect, compelling SMEsto align their practices
with sustainability goals to meet the reporting requirements set by their larger
counterparts.

Thirdly, the vision and sense of responsibility of the owners have played
a crucial role in driving European SMEs to embrace a forward-thinking entre-
preneurial approach that recognises the long-term benefits and opportunities
associated with sustainable practices.
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6.2 The barriers to the adoption of a
more structured sustainability approach
remain high and have increased since
last year.

In comparison to our previous study in 2022, a greater percentage of European
SMEs perceive significant barriers impeding their sustainable transition across
various domains. This increase can be attributed to the challenging period fa-
ced by all businesses, particularly SMEs. The growing relevance of barriers
such as a lack of institutional support, public incentives, and sustainable finan-
ce instruments underscores the need for stronger support and engagement
from institutions and policymakers. It is essential to focus efforts on creating
an enabling ecosystem that addresses these barriers and empowers SMEs to
effectively embrace sustainability.

In a landscape already impacted by the post-pandemic recovery, European
SMEs have also felt the effects of rising energy prices, inflation, and the con-
flict in Ukraine, with 6 out of 10 SMEs stating that these factors have negati-
vely influenced their approach to sustainability. NextGeneration EU funds have
shown a positive influence only on slightly more than one-third of SMEs.

6.3 On a positive note, the business
case for adopting an ESG approach
among European SMEs is stronger
than ever: clear and tangible benefits
are achieved by SMEs that implement
sustainability strategies.

The results indicate that SMEs that have embraced a more structured sustai-
nability approach are experiencing increased benefits across all domains, sur-
passing the already positive outcomes observed in last year’s report. In fact,
a larger number of European SMEs, are reporting significant positive benefits,
falling into three main areas: organisational and environmental, relational, and
market and competitive benefits. This highlights the tangible advantages that
SMEs gain from aligning their operations with sustainability principles.

By focusing on sustainability, SMEs are not only improving their internal pro-
cesses and reducing their environmental impact, but also strengthening their
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relationships with stakeholders and enhancing their competitiveness in the
market. In the field of waste reduction and efficiency, for example, the imple-
mentation of closed-loop systems in clothing production lines, which involves
recycling fabric offcuts and using more sustainable materials, can reduce wa-
ste output and increase circularity. This not only lowers disposal costs but also
increases operational efficiency, leading to cost savings and a more environ-
mentally friendly production process.

Stakeholder engagement and supply chain management provide an additional
example. In the agri-food industry, the adoption of a direct trade approach —
sourcing directly from farmers and ensuring they receive fair compensation —
not only improves the quality and traceability of products, but also strengthens
the relationship with both suppliers and consumers. By transparently sharing
sourcing practices, the company builds trust and loyalty among its customer
base, leading to increased sales and market differentiation.

These findings reinforce the importance of adopting an ESG approach and
highlight the potential for SMEs to thrive by prioritising sustainability.

6.4 Despite the challenging period,
European SMEs are still showing
commitment to their just and
sustainable transition. However, they
are calling for comprehensive support
through institutional and market-based
initiatives.

Our analysis reports the key measures that European SMEs deem crucial to
facilitate their sustainable journey.

Tax incentives to promote sustainable products or services emerge as the top
priority, followed by EU or national subsidised funds for green transition finan-
cing. More favourable financial conditions tied to ESG ambitions and initiatives
to stimulate demand for sustainable products also rank highly.

Clear regulatory frameworks, education, capacity building, and tax measures
discouraging unsustainable practices are also among the most sought-after
measures, together with support from the financial sector for Net Zero goals
and partnerships with finance providers aligned with ESG objectives.
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Addressing these needs will empower SMEs and enable their successful tran-
sition towards sustainability. Notably, the greatest demands for support in the
sustainable journey are voiced by the Heroes and Soon-to-be groups, with the
Undecided category also expressing substantial interest.

6.5 For the just sustainable transition
to happen, it’s essential to onboard
Laggards and Undecided SMEs and
secure their commitment.

Laggards represent the largest single group of SMEs identified in our survey,
accounting for a noteworthy 37% in 2023. Predominantly, these are smaller
companies, typically ranging from 10 to 19 employees, mostly grouped in the
Services, Trade, and Construction sectors.

Their defining characteristics include a marked lack of interest in any sustaina-
bility strategy. Moreover, Laggards consistently exhibit a lower level of integra-
tion when it comes to social and environmental concerns, including foundatio-
nal areas such as health and safety, quality, and work practices.

The predominance of Laggards in sectors like Services, Trade, and Con-
struction, and their smaller size, offers some insights into their hesitancy regar-
ding sustainability. Smaller firms often face tighter margins and may perceive
sustainability initiatives as costly or not directly beneficial to their immediate
bottom line. Additionally, these sectors may have traditionally been more re-
source-intensive and less inclined to change established practices without cle-
ar economic incentives.

Undecided SMEs, on the other hand, represent 16% of our 2023 sample and,
while they are not resistant to sustainability, they have yet to firmly commit to it.
This group does not present a clear specific predominance of smaller compa-
nies or sector affiliation, and its stance is marked by ambivalence or uncertainty
regarding the path to sustainability, reflecting a potential wait-and-see approa-
ch or a need for more clarity before making decisive moves.

Unlike Laggards, Undecided companies may recognise the importance of su-
stainability strategies but could be held back by various factors. These could
range from a lack of information or understanding about the benefits of sustai-
nability to concerns about the feasibility or costs of implementing such strate-
gies in their operations.
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6.6 Building on the framework

developed in our previous report, we

can confirm that three main action

drivers can sustain, consolidate, and

CHAPTER 6

facilitate the just sustainable transition

of SMEs.

Building on these insights, to advance on the journey of just and sustainable
transition, we have identified three main drivers of action: explain and convin-
ce, support, and enhance (Figure 26).

We have attempted to outline short and medium-term recommendations for
policymakers, both at international and national level, as well as for the finan-
cial sector, which are among the key actors capable of promoting, accelerating,

and consolidating the just sustainable transition of European SMEs.

We have sought to present the following recommendations in order of priority,
to draw attention to the initiatives that we believe are most relevant and should
receive higher priority for implementation. In some cases, such as initiatives
aimed at promoting awareness of the benefits of the just sustainable transition,
the implementation of these actions may not be overly complex and could yield
tangible benefits in terms of awareness and persuasion, including in the short

term.

(Figure 26) Three main action drivers (explain and convince, support, and enhance)
can sustain, consolidate, and develop SMEs’ just sustainability transition

SME's strategic approach to sustainability

Recommendations for policy makers

Recommendations for financial sector

ESG strategy already
implemented (“Heroes”)

ESG strategy in the process
of being implemented
(“Soon-to-be”)

ESG strategy may be
considered in the future
(“Undecided”)

ESG strategy not adopted
and not considered for future
(“Laggards”)

Explain and convince Undecided and
Laggards through awareness initiatives
and campaigns showcasing the “ESG
business case”, and the organisational,
relational, market and competitive
benefits of sustainability

Support European SMEs alleviating
the main barriers, focusing on the
establishment of a clear and proportional
framework for SMEs, while securing
incentives for the transition

Enhance the capacity of European
SMEs to engage in regional innovation
centres, to leverage opportunities,
networking and partnership for their
sustainable transition

Engage and empower SMEs explaining
and raising awareness about the available
financial instruments and opportunities to
drive the just sustainable transition

Support European SMEs designing
and mainstreaming specifically
tailored instruments to promote SMEs’
sustainable transition

Enhance the capacity to reach

SMEs through partnerships and
collaboration with relevant players and
the business community
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. Recommendations for Policymakers

Priority 1: explain and convince Undecided SMEs and Laggards
through awareness initiatives and campaigns showcasing the “ESG
business case”, and the organisational, relational, market and
competitive benefits of sustainability.

Since the priority is to engage in the just sustainable transition the Undeci-
ded and Laggards, who represent approximately 53% of our sample, , the first
short-term initiative should aim at explaining the benefits of more structured
sustainability approaches to these companies and persuading them of the or-
ganisational, relational, market and competitive gains the sustainable transition
can bring.

While this task seems relatively less complex for the Undecided group, as they
already exhibit an approach to sustainability comparable to that of Heroes and
Soon-to-be (e.g. integration of environmental and social concerns into busi-
ness activities, and adoption of sustainability initiatives, especially in the field of
resource efficiency and energy saving), the task appears more challenging for
Laggards, who demonstrate more pronounced behavioural patterns.

In both cases, the sustainability business case is clearer than ever: SMEs that
have adopted an ESG approach are reaping benefits across all domains, with
an increase compared to the already positive results of last year’s survey. It
is paramount to use these results to explain and convince the Undecided and
Laggards that sustainability is an investment capable of providing benefits and
gains, rather than just incurring costs.

Priority 2: support European SMEs in overcoming the main barriers, with
a focus on the establishment of a clear and proportional framework for
SMEs, while securing incentives for their transition.

Based on the barriers experienced by European SMEs in their sustainability
journey, and the measures requested for their just and sustainable transition,
medium-term recommendations for policymakers to overcome barriers and fo-
ster sustainability mainly involve:

» definition of a simplified, consistent, and clear legislative framework for
SMEs, providing clarity and guidance on sustainable practices, while avoi-
ding excessive regulation and bureaucracy for these companies. The Eu-
ropean Green Deal envisions a comprehensive sustainability transition
encompassing multiple dimensions of environmental sustainability, with
the overarching goal of reducing greenhouse gas emissions. This is to be
achieved through various actions and plans, complemented by legislation
covering different streams, including providing frameworks for corporate
sustainability reporting and promoting environmentally sustainable econo-
mic activities.
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The European Green Deal, along with related and unrelated policies and
actions, can directly and indirectly impact SMEs in terms of requirements,
obligations, limitations, and compliance.

Direct impacts are often localised or specific to certain sectors, obliging
SMEs to comply with several requirements. Indirect impacts, on the other
hand, depend on the fact that SMEs, while not directly targeted by regula-
tory compliance, might still be burdened with obligations and impositions
within the value chain by their clients, often large enterprises which are
subject to the relevant regulations.

To support European SMEs, it is crucial that all legislation takes into ac-
count the capabilities and characteristics of these businesses. This implies
considering both the direct and indirect impacts of regulations, simplifying
procedures, and reducing the administrative burden for SMEs’ sustainabi-
lity-related activities;

* provision of additional incentives (e.g. tax incentives), and funding to foster
the sustainable transition of European SMEs. These measures could inclu-
de tax incentives (e.g. tax deferral, exemption or reduction) to promote the
use of more sustainable products or services by SMEs, or tax measures to
discourage the use of less sustainable products or services. EU or national
subsidised funds could also be employed to finance the green transition of
European companies.

The European Union already offers various funding programmes and ini-
tiatives dedicated to financing the just and sustainable transition of SMEs,
such as Horizon Europe, European Structural and Investment Funds
(ESIF), the European Investment Bank (EIB) various financing instrumen-
ts, like loans, guarantees, equity investments and the European Innovation
Council (EIC) Accelerator. It is essential that European SMEs are well-in-
formed about the opportunities available for accessing such funding, inclu-
ding through the support of dedicated structures that facilitate and stream-
line access to these resources.

Priority 3: enhance the capacity of European SMEs to engage with
regional innovation centres to leverage opportunities, networking
and partnerships for their sustainable transition.

Our analysis demonstrates a strong link between ESG maturity and engage-
ment with regional innovation ecosystems. By fostering connections with the-
se centres, companies gain access to resources, expertise, and innovation
opportunities. Collaboration with various stakeholders exposes SMEs to new
sustainability practices, cutting-edge technologies, and emerging trends, ulti-
mately elevating their ESG maturity. Initiatives facilitating the connections of
SMEs with regional innovation centres can significantly contribute to their su-
stainability journey. The European Commission oversees an important initiative
known as the European Enterprise Network (EEN), which offers customised
advisory services and technical support to SMEs. Starting from 2022, the EEN
has expanded its services by introducing Sustainability Advisors who speciali-
se in guiding SMEs through their sustainability transition.

poered GY= SME
o ‘ EnterPRIZE

GENERALI

CHAPTER 6




Fostering Sustainability In Small and Medium-Sized Enterprises

In particular, it is crucial that regional innovation centres are provided with the
capabilities and resources necessary to engage and effectively involve not only
Heroes and Soon-to-be SMEs, but also the Undecided and Laggards.

Leveraging their expertise and networks, these centres can play a pivotal role
in demonstrating the benefits of a sustainable transition, providing tailored
support and guidance (e.g. targeted training programmes, workshops, and
mentorship opportunities) to overcome specific barriers and challenges, Their
involvement can help SMEs to enhance their understanding of sustainability
principles, develop the necessary skills, and foster a mindset shift towards su-
stainable business practices.

Il. Recommendations for Financial
Institutions

Priority 1: engage and empower SMEs, explaining and raising awareness
about the available financial instruments and opportunities to drive the
just and sustainable transition.

Barriers to accessing sustainability-related financial services and products still
exist for SMEs. These barriers can be attributed to several factors, including the
characteristics of SMEs (e.g. presence of dedicated skills and competences) or
the lack of a formalised strategic approach. Furthermore, some financial opera-
tors, despite marketing or advertising claims, do not always find it worthwhile to
develop or offer tailored ESG financial products targeted to SMEs.

The financial sector plays a crucial role in supporting and fostering the just and
sustainable transition of European SMEs. To ensure the success of this transi-
tion, it is essential that SMEs are well-informed about the available instruments
and opportunities.

Dedicated structures and initiatives, along with specialised advisory services
staffed by sustainability and responsible finance experts, should be established
to facilitate and streamline access to sustainable finance and provide guidance
and assistance to SMEs throughout the process. These professionals could
provide guidance, education, and support to SMEs seeking to adopt sustai-
nable practices. Additionally, organising workshops, training programmes, and
webinars can enhance SMEs’ understanding of sustainable business models,
ESG criteria, and reporting standards.

Raising awareness and facilitating access to financing options, the financial
sector can empower SMEs to embark on their sustainability journey. This sup-
port not only helps SMEs in overcoming financial barriers but also enables
them to implement sustainable practices, develop green or socially responsible
products and services, and contribute to the overall sustainability goals.
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Priority 2: support European SMEs by designing and mainstreaming
specifically tailored instruments to facilitate their sustainable transition,
including addressing both the “financeability” and “insurability” gaps.

Financial institutions can accelerate the design and mainstreaming of instru-
ments tailored specifically for financing the sustainable transition of European
SMEs™. This can be accomplished by building on existing good practices that
demonstrate positive outcomes in SME engagement in sustainable finance
(e.g. public-backed guaranteed instruments, or pooling mechanisms to share
the costs and complexities associated with accessing sustainable finance, for
example in the form of basket bonds).

Such initiatives can provide SMEs with financial support at favourable and di-
scounted fees or interest rates (e.g. credit lines and loans to eligible suppliers
committed to ESG initiatives in the field of energy saving, carbon footprint re-
duction, waste reduction), as well as insurance services at better conditions
(e.g. in the field of renewables, energy efficiency, green mobility, welfare and
well-being).

The financial industry, which includes both the banking and insurance sectors,
is witnessing an extraordinary surge in the creation of ESG products, breaking
previous records. However, the participation of SMEs in this trend remains low,
and the adoption of these instruments among SMEs is still significantly lacking,
falling far short of its potential in the market.

In the insurance industry, the market is undergoing significant developments,
with many operators in the process of redefining or repositioning both tradi-
tional and non-traditional products in the environmental and/or social sector.
Nevertheless, the availability of sustainable insurance offerings truly tailored
to the needs and characteristics of SMEs remains limited. This highlights sub-
stantial opportunities for insurers to enhance their product offerings and enga-
ge SMEs more effectively.

The concepts of “financeability” and “insurability” gaps reflect the difficulty or
inability of some SMEs to access adequate financing or insurance protection.
These gaps arise from various factors, such as high costs, bureaucratic con-
straints, or stringent criteria set by financial operators.

When introducing the sustainability lens, this scenario becomes even more
complex. SMEs might aim to adopt more environmentally friendly practices,
but these might require significant initial investments. Without proper access to
financing or insurance coverage, it can be challenging for them to embark on
such a sustainable journey. Moreover, the lack of protection against extreme
events might make it even harder for these businesses to maintain or pursue
their sustainability objectives.

Addressing both the “financeability” and “insurability” gaps is crucial, not only
for the resilience of SMEs, but also to promote the transition towards a more
sustainable economy. Access to adequate financial and insurance tools can in
fact facilitate SMEs, allowing them to adopt green practices and better prepare
for increasing environmental and climate risks.
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Given this context, there is a compelling case for adopting a partnership-ba-
sed approach between public institutions and the private sector to bolster su-
stainability. If the EU and governments were to establish requirements while
simultaneously offering discounts and incentives, this could encourage banks
and insurance companies to contribute more actively. Such collaborative ef-
forts could ensure that SMEs not only receive adequate financial support and
insurance protection, but are also incentivised to pursue a more sustainable
path. In doing so, the combined endeavours of the public and private sectors
would foster a resilient and sustainable economic landscape.

Priority 3: enhance the capacity to reach SMEs through partnerships and
collaboration with relevant players and the business community.

In order to reach a broader segment of SMEs not yet involved in the sustaina-
bility transition, the financial community should also explore new methods of
engagement.

Building on good practices developed in several domains (e.g. Supplier En-
gagement Programmes established by large companies), financial operators,
including banks and insurance companies, can develop partnerships with lar-
ge and leading sustainability-driven companies, encouraging the extension of
sustainability requirements to their suppliers, co-designing specific initiatives
and instruments to support the transition of small suppliers belonging to the ex-
tended value chains of large businesses. The same concept can be applied to
clusters, ranging from agri-food to manufacturing, which consist of networks of
interconnected businesses sharing sustainability goals. Such clusters can be
instrumental in fostering shared sustainable practices and standards, thereby
amplifying the impact across industries.

Banks and insurance companies can provide guarantees or financial incenti-
ves to SME suppliers who adopt sustainable practices. This approach not only
promotes sustainability throughout clusters and supply chains, but also allows
SMEs to access better financial conditions and support for their sustainability
initiatives.
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Austria

In 2023, 44% of Austrian SMEs are either in the process
of implementing or have already implemented a sustai-
nability strategy or action plan.

This represents a slight decrease of 1% compared to the
previous survey conducted in 2022. The integration of
environmental and social concerns is largely aligned with
the European average.

Key drivers motivating ESG adoption include the high
cost of energy, regulatory requirements, the potential
benefits from accessing capital at better conditions, and
cultural and social factors.

SMEs in Austria perceive regulation and bureaucracy
and the lack of public incentives and of sustainable finan-
ce initiatives or instruments as the main barriers to their
sustainable transition.

Austrian SMEs feel slightly more affected by the latest
global crises than their European counterparts and con-
sider measures such as the promotion of demand for su-
stainable products and services, EU-subsidised funds to
finance the green transition, and tax incentives to promo-
te sustainable products or services as the most relevant
to support their just and sustainable transition.

Strategic approach to sustainability trends - % of SMEs (Austria No. 120,
Total No. 1,240)

In 2023, 44% of SMEs in Austria declared that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), a 1% decrease from the 45% reported in the
previous survey.
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APPENDIX

2020 2022 2023

Heroes - ESG
strategy/action plan already
implemented

21% 14% 20% 26% 27% 23%
Soon-to-be - ESG strategy/ ‘
action plan implementation
process activated

24% 20% 25% 15% 17% 21%
Undecided - Possible future
implementation of ESG
strategy/action plan

33% 38% 10% 13% 17% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned

16% 20% 40% 43% 37% 37%

Austria Average @

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Austria No. 120, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Austria is largely in alignment with the average scores in most domains.
The most notable deviation below the average is in relation to new processes
and above the average in terms of relations with business organisations.

Health & Safety
in workplace
Quality of
products /
services
Relations with
customers
Relations with
trade unions
Relations with
suppliers
Relations with
employees
Business
strategy

New products
Marketing

New investments
New processes
Relations with
business
organisations
Relations with
local communities
Relations with
competitors

Austria | 58% | 47% 53%  50%  48%  44%  48%  45%  43%  45%  36%  43%  38%  33%
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(Austria No. 52, Total No. 548)

The three main factors that favoured or required the adoption of an ESG appro-
ach for Austrian SMEs centred around the high cost of energy and regulatory
requirements, However, these factors are ranked below average, with potential
benefits from accessing capital at better conditions and cultural and social fac-
tors sharing third place.

Netenel el Visi d P it of Potential Quality of
Hi ational and/or 'ston and ursuit o benefits from Social proximity Potential corporate
igh energy international sense of social organisational Cultural and . to the local benefits for overnance (e
costs regulatory responsibility of and/or market social factors caSif;Ie:tS;)lgtter community future listing gdiversity of thg.
requirements ownership advantages conditions Board)
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Austria 40% 37% 31% 29% 35% 35% 33% 27% 8%
Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Austria No. 120, Total No. 1,240)
Austrian SMEs appear to perceive the barriers to the sustainable transition with
a slightly higher intensity compared to their European counterparts. The main
barriers are regulation and bureaucracy, a lack of public incentives, and a lack
of sustainable finance initiatives or instruments for SMEs.
Lack of institutional Lack of clear Lack of Lack of internal
. Lack of public Lack of sustainable e economic & resources (including Lack of market
support (regulation, . : . legislative ) . ) e
incentives finance for SMEs financial skills and recognition
bureaucracy) framework
resources competences)
Austria 57% 56% 53% 51% 50% 41% 43%
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Impact of the energy crisis, inflation, and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Austria No. 120, Total No. 1,240)

Austrian SMEs perceived the negative impacts of the increase in energy pri-
ces, inflation, and the war in Ukraine on their sustainability ambitions with a
slightly higher intensity compared to their European counterparts. With regard
to the positive impact of NextGeneration EU funds, 1 in 3 SMEs perceived po-
sitive effects on their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
@ e
Austria 59% 60% 50% 34%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Austria No. 52, Total No. 548)

Austrian SMEs perceive the benefits of adopting more structured sustainability
approaches with a higher intensity compared to their European counterparts.
The year-on-year comparison shows a relatively consistent trend.
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Austria No. 120, Total No. 1,240)

Austrian SMEs perceive the relevance of transformational drivers with a slightly
higher intensity than their European counterparts and declare a slightly higher
level of preparedness to deal with such drivers.

Digitalisation Electrification Circularity Efficiency Diaﬁ:i’si:c);/iues?g:y So;::asle;?\rlti)gsscts Decarbonisation seqizrsk:faqion
w @ @ @0 O @ O (e (e
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Austria ’ ‘ ‘ ‘ ‘ ‘ . .
58% 57% 63% 46% 58% 50% 63% 49% 59% 50% 61% 46% 52% 33% 58% 30%
% stating relevant % stating prepared @
How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or ‘fairly’) (Austria No. 120, Total No. 1,240)
In terms of requests for support, Austrian SMEs demonstrate a stronger per-
ception of urgency compared to their European counterparts. Promotion of de-
mand for sustainable products and services, EU subsidised funds to finance
the green transition, and tax incentives to promote sustainable products or ser-
vices are highly relevant issues for Austrian SMEs.
. . Signing-up to
Tax incentives EU . National More Promotion of Clear and Education, Tax_measures Financial finance
subsidised L favourable e . to discourage support or .
to promote funds to fi subsidised dit demand for simplified capacity £l dvi X providers ESG
sustainable unths ofinance funds to finance crde_t_l sustainable regulatory building use‘o_ ebsls afV'Cfl StleV'ces objectives
products or tegfﬁe” the green ts:odntlggz products and framework for  and transfer of susdamta © or eb ero through
services ransition transition e 9. services SMEs competences pro u.c sor car_ _on partnerships
ambitions services ambitions

and branding

Austria 72% 73% 69% 69% 74% 60% 70% 67% 67% 61%
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Croatia

In 2023, 31% of Croatian SMEs are either in the process
of implementing or have already implemented a sustai-
nability strategy or action plan.

This represents a slight decrease of 1% compared to the
previous survey conducted in 2020. Their integration of
environmental and social concerns is below average,
especially in areas such as health & safety in the wor-
kplace, products and services quality, and new product
development.

Key drivers motivating ESG adoption include the high
cost of energy, the vision and sense of social responsibili-
ty of the owners, regulatory requirements, and the pursuit
of organisational and market advantages.

SMEs in Croatia perceive the lack of sustainable finance,
a clear legislative framework, and public incentives as
the main barriers to their sustainable transition.

They feel a greater impact from the latest global crises
than other European SMEs and consider national subsi-
dised funds to finance the green transition, tax incentives
to promote sustainable products or services, and more
favourable credit conditions tied to ESG ambitions the
most relevant measures to support their just and sustai-
nable transition.

Strategic approach to sustainability trends - % of SMEs (Croatia No. 120,
Total No. 1,240)

In 2023, 31% of SMEs in Croatia declared that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), a 1% decrease from the 32% reported in the
previous survey in 2020. Data for 2022 are not available.
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Health & Safety
in workplace

products /

Quality of
services

Relations with
customers

Relations with
trade unions

2020

2022

2023

Heroes - ESG

strategy/action plan already

implemented

Soon-to-be - ESG strategy/
action plan implementation
process activated

Undecided - Possible future

implementation of ESG

strategy/action plan

16%

16%

14%

20%

26% 10% 23%

15% 21% 21%

47% 38% 13% 12% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned
14% 20% 43% 44% 37%
Croatia Average @

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Croatia No. 120, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Croatia is below average across all the domains, in particular with regard
to health & safety in the workplace, quality of products and services, and new

products.
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Business strategy

New products

Marketing

New investments

New processes

local communities

Relations with
organisations
Relations with
Relations with
competitors

business

Croatia 39% 37% 37% 39% 33% 38% 32% 30% 34% 33% 29% 27% 28% 30%
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(Croatia No. 37, Total No. 548)

The three main factors that favoured or required the adoption of an ESG ap-
proach for Croatian SMEs are centred around the high cost of energy and the
vision and sense of social responsibility of the owners, with regulatory require-
ments and the pursuit of organisational and market advantages sharing third

place.
National and/or Vision and Pursuit of Potential Quality of
Hi : N . - benefits from Social proximity Potential corporate
igh energy international sense of social organisational Cultural and accessin to the local benefits for overnance
costs regulatory responsibility of and/or market social factors . 9 R e 90 K (eg.
g . capital at better community future listing diversity of the
requirements ownership advantages conditions Board)
i 49% 38% 46% 38% 35% 14% 30% 8% 19%
roatia

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Croatia No. 120, Total No. 1,240)

Croatian SMEs appear to perceive the barriers to the sustainable transition
with a higher intensity compared to their European counterparts. The main bar-
riers are a lack of sustainable finance, a lack of a clear legislative framework,
and a lack of public incentives.

Lack of institutional Lack of clear Lack of Lack of internal
support (regulation Lack of public Lack of sustainable leqislative economic & resources (including Lack of market
pp 9 ’ incentives finance for SMEs 9 financial skills and recognition
bureaucracy) framework
resources competences)
Croatia 53% 59% 67% 60% 58% 45% 43%
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Energy price rise negatively

affected my company’s

approach and priorities on
sustainability

Impact of the energy crisis, inflation, and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Croatia No. 120, Total No. 1,240)

Croatian SMEs perceived the negative impacts of the increase in energy pri-
ces, inflation, and the war in Ukraine on their sustainability ambitions with a
higher intensity compared to their European counterparts. With regard to the
positive impact of NextGeneration EU funds, less than 1 in 3 SMEs perceived
positive effects on their ESG ambitions.

Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s positively influenced the
approach and priorities on approach/priorities on adoption of sustainability

sustainability sustainability initiatives in my company

() (5
Croatia 69% 68% 50% 28%
Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Croatia No. 37, Total No. 548)
The pattern of benefits perceived by Croatian SMEs due to the adoption of
more structured sustainability approaches is similar to that of their European
counterparts, although small deviations in terms of intensity have been recor-
ded. Data are available only for 2023.
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78%

82%

7%

77%

71%

75%  64%

74%

69% 74% 65% T73% 67% 70% 54% 68% 56% 67% 50% 66% 66% 64% 60% 64% 43% 55% 47% 51%

Croatia.".“““.."

86%

84%

76%

68%

73% 70% 57% 57% 78% 76% 57% 62% 49% 57%
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Croatia No. 120, Total No. 1,240)

Croatian SMEs perceive the relevance of most transformational drivers with a
slightly higher intensity compared to their European counterparts, while they
report a minor level of preparedness to deal with such drivers.

Digitalisation Electrification Circularity Efficiency D;\:gsi::gl’ues?g:y Soocrlasle;?\rlci)((:isscts Decarbonisation seqizgk:?aqion
w @ (@ (@ O O @ ‘e (e
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Croatia . I l l I
54% 42% 63% 28% 61% 36% 57% 38% 63% 41% 58% 33% 51% 18% 48% 16%
% stating relevant % stating prepared @

How SMEs are asking to be supported - % of SMEs declaring the initiative
as relevant (‘very’ or “fairly’) (Croatia No. 120, Total No. 1,240)

In terms of requests for support, Croatian SMEs exhibit a perception of urgency
similar to their European counterparts. National subsidised funds to finance the
green transition, tax incentives to promote sustainable products or services,
and more favourable credit conditions tied to ESG ambitions are highly relevant
issues for Croatian SMEs.

More Tax measures Financial Signing-up to
Tax incentives . National Promotion of Clear and Education, . finance
EU subsidised . favourable e . to discourage support or .
to promote . subsidised . demand for simplified capacity . X providers ESG
; funds to finance ) credit . - use of less advice services -
sustainable funds to finance e sustainable regulatory building . objectives
the green conditions sustainable for Net Zero
products or L the green . products and framework for  and transfer of through
. transition o tied to ESG . products or carbon .
services transition o services SMEs competences . e partnerships
ambitions services ambitions ;
and branding

AVG

Croatia 69% 71% 78% 66% 60% 64% 66% 60% 62% 57%
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114

The Czech Republic

In 2023, 35% of Czech SMEs are either in the process of
implementing or have already implemented a sustainabi-
lity strategy or action plan.

This represents a decrease of 3% compared to the pre-
vious survey conducted in 2022.

Their integration of environmental and social concerns
is below average, especially with regard to relations with
customers, trade unions, and suppliers, as well as mar-
keting initiatives.

Key drivers motivating ESG adoption include the high
cost of energy, regulatory requirements, and cultural and
social factors.

SMEs in the Czech Republic perceive regulation and
bureaucracy and the lack of sustainable finance, public
incentives, and a clear legislative framework as the main
barriers to their sustainable transition.

They feel equally affected by the latest global crises as
their European counterparts and consider national subsi-
dised funds to finance the green transition, more favou-
rable credit conditions tied to ESG ambitions, and tax
incentives to promote sustainable products or services
the most relevant measures to support their just and su-
stainable transition.

Strategic approach to sustainability trend - % of SMEs (Czech Republic
No. 120, Total No. 1,240)

In 2023, 35% of SMEs in the Czech Republic declared that they have either
already implemented an ESG strategy or action plan or are in the process of
implementing one (Heroes and Soon-to-be), a 3% decrease from the 38% re-
ported in the previous survey.
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2020 2022 2023

Heroes - ESG
strategy/action plan already
implemented

19% 14% 23% 26% 17% 23%
Soon-to-be - ESG strategy/ ‘
action plan implementation
process activated

12% 20% 15% 15% 18% 21%
Undecided - Possible future
implementation of ESG
strategy/action plan

38% 38% 1% 13% 19% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned

27% 20% 47% 43% 46% 37%

Czech Republic Average @

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Czech Republic No. 120, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ acti-
vities in the Czech Republic is below average in most domains, in particular
with regard to relations with customers, trade unions and suppliers, as well as
marketing initiatives.
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National and/or
High energy international
costs regulatory
requirements

Main factors that favoured the adoption of an ESG approach - % of SMEs
(Czech Republic No. 42, Total No. 548)

The three main factors that favoured or required the adoption of an ESG appro-
ach for SMEs in the Czech Republic are mainly centred around the high cost
of energy, with regulatory requirements taking second position, despite ranking
below average, and cultural and social factors following in third place.

. . Potential Quality of
Vision and Pursuit of ) . . .
. - benefits from Social proximity Potential corporate
sense of social organisational Cultural and . X
- . accessing to the local benefits for governance (e.g.
responsibility of and/or market social factors . . e . X
. capital at better community future listing diversity of the
ownership advantages o
conditions Board)

AVG 40%
Czech 52% 31%
Republic

26% 26% 29% 19% 24% 21% 21%

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Czech Republic No. 120, Total No. 1,240)

Czech SMEs appear to perceive barriers to the sustainable transition with a
slightly higher intensity compared to their European counterparts. The main
barriers are regulation and bureaucracy, a lack of sustainable finance, a lack of
public incentives, and a lack of a clear legislative framework.

Lack of internal

Lack of institutional . . Lack of clear Lack (.)f resources
; Lack of public Lack of sustainable o economic & ) ; Lack of market
support (regulation, . : ) legislative ) . (including "
incentives finance for SMEs financial . recognition
bureaucracy) framework skills and
resources
competences)
AVG 48% 48% 46% @
Czech 58% 52% 53% 52% 50% 36% 37%
Republic
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Impact of the energy crisis, inflation, and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Czech Republic No. 120, Total No. 1,240)

Czech SMEs perceived the negative impacts of the increase in energy prices,
inflation, and the war in Ukraine on their sustainability ambitions with similar
intensity to their European counterparts. With regard to the positive impact of
NextGeneration EU funds, less than 1 in 3 SMEs perceived positive effects on
their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
AVG @ @
Czech 58% 56% 50% 28%

Republic

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Czech Republic No. 42, Total No. 548)

The pattern of the benefits perceived by Czech SMEs due to the adoption of
more structured sustainability approaches is similar to that of their Europe-
an counterparts, although with a higher perceived intensity in most aspects.
The year-on-year comparison shows a relatively consistent trend. However,
the perception of some benefits appears to have increased slightly from 2022
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Czech Republic No. 120, Total No. 1,240)

Czech SMEs perceive the relevance of transformational drivers largely in line
with their European counterparts. The same applies to their declared level of
preparedness to deal with such drivers. Small deviations apply.

Digitalisation Electrification Circularity Efficiency Diversity, eguity social pr(_)ducts Decarbonisation Carbonl
and inclusion or services sequestration
w @ (@ @ O O @ ‘e (e
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Czech . . ‘ . ‘ ‘ . .
Republic
57% 42% 56% 39% 61% 40% 53% 41% 59% 48% 53% 38% 52% 31% 45% 26%
% stating relevant % stating prepared @
How SMEs are asking to be supported - % of SMEs declaring the initiative
as relevant (‘very’ or ‘fairly’) (Czech Republic No. 120, Total No. 1,240)
In terms of requests for support, Czech SMEs show a similar perception of ur-
gency to their European counterparts. National subsidised funds to finance the
green transition, more favourable credit conditions tied to ESG ambitions, and
tax incentives to promote sustainable products or services are highly relevant
issues for Czech SMEs as well.
. . . Signing-up to
Tax incentives  EU subsidised Nbat!znald ‘ Morebl Promotion of Clear and Education, 'tl'azlmeasures Flnanctlal finance
to promote funds to sth S; Iie avouzjalt © demand for simplified capacity 0 |scc;t|1rage dsluppor or providers ESG
sustainable finance fgn sto CI:Q.I sustainable regulatory building usetq esls afwc’i stezrvmes objectives
products or the green thlnance t?odntl Egz products and framework for  and transfer of susdalnta e or eb ero through
services transition t e green ledto. services SMEs competences products or carbon partnerships
ransition ambitions services ambitions and branding
AVG 66%
Czech i 69% 68% 73% 73% 67% 58% 61% 61% 61% 63%
Republic
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France

In 2023, 39% of French SMEs are either in the process of
implementing or have already implemented a sustainabi-
lity strategy or action plan, a decrease of 3% compared
to the previous survey conducted in 2022.

Their integration of environmental and social concerns is
below average, in particular with regard to health & sa-
fety in the workplace, relations with customers and em-
ployees, and new investments.

Key drivers motivating ESG adoption include regulatory
requirements, vision and sense of social responsibility of
the owners, and the high cost of energy.

SMEs in France perceive a lack of economic and finan-
cial resources, public incentives, and a clear legislative
framework as the main barriers to their sustainable tran-
sition.

French SMEs feel equally affected by the latest global
crises as their European counterparts, and consider tax
incentives to promote sustainable products or services,
national subsidised funds to finance the green transition,
and more favourable credit conditions tied to sustainabili-
ty ambitions the most relevant measures to support their
just and sustainable transition.

Strategic approach to sustainability trends - % of SMEs (France No. 160,
Total No. 1,240)

In 2023, 39% of SMEs in France declared that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), a 3% decrease from the 42% reported in the
previous survey.
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Health & Safety
in workplace

products /

Quality of
services

Relations with
customers

Relations with
trade unions

2020

2022

2023

Heroes - ESG
strategy/action plan already
implemented

Soon-to-be - ESG strategy/
action plan implementation
process activated

Undecided - Possible future
implementation of ESG
strategy/action plan

Laggards - ESG strategy/
action plan not adopted, and
implementation not planned

15% 14%

24% 20%

34% 38%

21% 20%

19% 26%

21% 23%

23% 15%

15% 13%

41% 43%

18% 21%

18% 16%

41% 37%

France

Average ‘

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (France No. 160, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in France is below average across all domains, in particular with regard
to health & safety in the workplace, relations with customers, relations with
employees, and new investments.
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New products

Marketing

New investments

New processes

local communities

Relations with
organisations
Relations with
Relations with
competitors

business

France 39% 40% 34% 39% 36% 31% 33% 33% 38% 28% 32% 30% 28% 23%
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(France No. 63, Total No. 548)

The three main factors that favoured or required the adoption of an ESG appro-
ach for French SMEs are centred around regulatory requirements, vision and
sense of social responsibility of the owners, and the high cost of energy.

National and/or Vision and Pursuit of Potential Quality of
. ational e ; - benefits from Social proximity Potential corporate
High energy international sense of social organisational Cultural and accessin to the local benefits for overnance (e
costs regulatory responsibility of and/or market social factors . 9 R e 90 K S
g . capital at better community future listing diversity of the
requirements ownership advantages conditions Board)
France 44% 46% 44% 33% 19% 27% 16% 29% 14%

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (France No. 120, Total No. 1,240)

French SMEs appear to perceive the barriers to the sustainable transition with
a slightly lower intensity compared to their European counterparts. The main
barriers are a lack of economic and financial resources, a lack of public incen-
tives, and a lack of a clear legislative framework.

Lack of institutional Lack of clear Lack of Lack of internal
support (regulation Lack of public Lack of sustainable legislative economic & resources (including Lack of market
PP 9 ! incentives finance for SMEs 9 financial skills and recognition
bureaucracy) framework
resources competences)
France 37% 42% 38% 41% 44% 34% 30%
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Impact of the energy crisis, inflation and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (France No. 160, Total No. 1,240)

French SMEs perceived the negative impacts of the increase in energy prices,
inflation, and the war in Ukraine on their sustainability ambitions with similar
intensity to their European counterparts. With regard to the positive impact of
NextGeneration EU funds, 1 in 3 SMEs reported positive effects on their ESG

ambitions.
Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
AVG @ @
France 58% 58% 45% 31%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (France No. 63, Total No. 548)

The pattern of the benefits perceived by French SMEs due to the adoption
of more structured sustainability approaches varies from that of their Europe-
an counterparts with significant deviations in most aspects. The year-on-year
comparison shows an increase in the perceived intensity of several of the be-
nefits, and a slight reduction in some other benefits, in particular among those
that recorded exceptionally high levels in 2022.
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (France No. 160, Total No. 1,240)

French SMEs perceive the relevance of transformational drivers with a slightly
higher intensity than their European counterparts. The same applies to their
declared level of preparedness to deal with such drivers.

Digitalisation Electrification Circularity Efficiency D;\;egsi:ziui?g:y Soocrlasle;?\r/?g:scts Decarbonisation seqctzjzrst:?allion
w @ (@ @0 0 O @ (o (e
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
France . . ‘ . . . . .
56% 46% 63% 38% 64% 40% 58% 43% 61% 48% 58% 39% 53% 34% 46% 28%

% stati | % i d

6 stating relevant 6 stating prepare

How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (very or fairly) (France No. 160, Total No. 1,240)

In terms of requests for support, French SMEs show a slightly stronger per-
ception of urgency compared to their European counterparts. Tax incentives to
promote sustainable products or services, national subsidised funds to finance
the green transition, and more favourable credit conditions tied to sustainability
ambitions are all highly relevant issues for French SMEs.

More Tax measures Financial Signing-up to
Tax incentives . National Promotion of Clear and Education, ) finance
EU subsidised - favourable A . to discourage support or .
to promote . subsidised . demand for simplified capacity . X providers ESG
; funds to finance ) credit ) - use of less advice services -
sustainable funds to finance o sustainable regulatory building . objectives
the green conditions sustainable for Net Zero
products or L the green ; products and framework for  and transfer of through
. transition i tied to ESG . products or carbon .
services transition L services SMEs competences . e partnerships
ambitions services ambitions

and branding

AVG

France 76% 68% 69% 69% 66% 64% 63% 63% 58% 59%
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ez

Germany

In 2023, 55% of German SMEs are either in the process
of implementing or have already implemented a sustai-
nability strategy or action plan.

This represents a considerable increase of 8% compared
to the previous survey conducted in 2022.

Their integration of environmental and social concerns is
above average, especially in terms of relations with sup-
pliers and new products.

Key drivers motivating ESG adoption include the high
cost of energy, regulatory requirements, and the pursuit
of organisational and market advantages.

SMEs in Germany perceive regulation and bureaucracy,
a lack of public incentives, and a clear legislative fra-
mework as the main barriers to their sustainable transi-
tion.

German SMEs feel equally affected by the latest global
crises as their European counterparts and consider tax
incentives to promote sustainable products or services,
more favourable credit conditions tied to ESG ambitions,
and tax measures to discourage the use of less sustai-
nable products or services the most relevant initiatives to
support their just and sustainable transition.

Strategic approach to sustainability trend - % of SMEs (Germany No. 160,
Total No. 1,240)

In 2023, 55% of SMEs in Germany declared that they have either already im-
plemented an ESG strategy or action plan or are in the process of implemen-
ting one (Heroes and Soon-to-be), up 8% from the 47% reported in the pre-
vious survey.
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2020 2022 2023

Heroes - ESG
strategy/action plan already

implemented

14% 14% 39% 26% 36% 23%

Soon-to-be - ESG strategy/ .
action plan implementation

process activated

23% 20% 8% 15% 19% 21%
Undecided - Possible future
implementation of ESG
strategy/action plan

42% 38% 14% 13% 14% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned

16% 20% 38% 43% 30% 37%

Germany Average @

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Germany No. 160, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Germany is above average across all domains, in particular with regard
to relations with suppliers and new products.
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National and/or
High energy international
costs regulatory
requirements

Main factors that favoured the adoption of an ESG approach - % of SMEs
(Germany No. 87, Total No. 548)

The three main factors that favoured or required the adoption of an ESG appro-
ach for German SMEs are centred around the high cost of energy and regula-
tory requirements, The pursuit of organisational and market advantages ranks
third, with only a marginal difference to vision and sense of social responsibility
of owners, which comes a close fourth.

Vision and Pursuit of Potential Quality of
. o benefits from Social proximity Potential corporate
sense of social organisational Cultural and . ;
g . accessing to the local benefits for governance (e.g.
responsibility of and/or market social factors ital : f listi di ity of th
ownership advantages capital at better community uture listing iversity of the
conditions Board)

AVG 40%

Germany 45% 43%

38% 39% 26% 23% 20% 22% 14%

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Germany No. 160, Total No. 1,240)

German SMEs appear to perceive the barriers to the sustainable transition with
a lower intensity compared to their European counterparts. The main barriers
are regulation and bureaucracy, a lack of public incentives, and a lack of a clear
legislative framework.

Lack of internal

Lack of institutional Lack of clear Lack of resources
t (regulation Lack of public Lack of sustainable legislative economic & (includin Lack of market
support reg ’ incentives finance for SMEs 9 financial . 9 recognition
bureaucracy) framework skills and
resources
competences)
Germany 47% 39% 33% 39% 36% 32% 31%
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Impact of the energy crisis, inflation and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Germany No. 160, Total No. 1,240)

German SMEs perceived the negative impacts of the increase in energy prices,
inflation, and the war in Ukraine on their sustainability ambitions with similar
intensity to their European counterparts. With regard to the positive impact of
NextGeneration EU funds, more than 1 in 3 SMEs perceived positive effects
on their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
@ >
Germany 59% 54% 47% 39%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Germany No. 87, Total No. 548)

The pattern of the benefits perceived by German SMEs due to the adoption
of more structured sustainability approaches is similar to that of their Europe-
an counterparts, although with a slightly higher perceived intensity. The ye-
ar-on-year comparison shows a relatively consistent trend.
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Germany No. 160, Total No. 1,240)

German SMEs perceive the relevance of transformational drivers with a higher
intensity with respect to their European counterparts, also declaring a slightly
higher level of preparedness to deal with such drivers.

Digitalisation Electrification Circularity Efficiency D;\;e(;:si:ziu‘as?;:y So:rlzle;i\r/ci)g:scts Decarbonisation seq(flzrs??aqion
avG ® © O ©® O o o o
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Germany . ‘ . ‘ . ‘ ‘ .
72% 58% 64% 51% 67% 51% 68% 56% 63% 65% 61% 53% 67% 48% 57% 38%

% stating relevant % stating prepared “

How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or ‘fairly’) (Germany No. 160, Total No. 1,240)

In terms of requests for support, German SMEs show a slightly stronger per-
ception of urgency compared to their European counterparts. Tax incentives to
promote sustainable products or services, more favourable credit conditions
tied to ESG ambitions, and tax measures to discourage the use of less su-
stainable products or services are highly relevant issues for German SMEs,
although all of the 10 initiatives were declared as very relevant overall.

National More Tax measures Financial Signing-up to
Tax incentives  EU subsidised . Promotion of Clear and Education, . finance
subsidised favourable A . to discourage support or .
to promote funds to " demand for simplified capacity X X providers ESG
. ) funds to credit . - use of less advice services o
sustainable finance X e sustainable regulatory building . objectives
finance conditions sustainable for Net Zero
products or the green . products and framework for  and transfer of through
. o the green tied to ESG i products or carbon .
services transition o e services SMEs competences . e partnerships
transition ambitions services ambitions .
and branding
AVG 66%
Germany 73% 68% 65% 71% 68% 68% 68% 69% 68% 56%

SOABocconi

SCHOOL OF MANAGEMENT

128
SUSTAINABILITY LAB



APPENDIX
Hungary

In 2023, 38% of Hungarian SMEs are either in the pro-
cess of implementing or have already implemented a su-
stainability strategy or action plan.

This represents an increase of 4% compared to the pre-
vious survey conducted in 2022.

Their integration of environmental and social concerns is
below average, especially in terms of relations with em-
ployees, new products, and relations with local commu-
nities.

Key drivers motivating ESG adoption include the high
cost of energy, regulatory requirements, and the pursuit
of organisational and market advantages.

SMEs in Hungary perceive a lack of a clear legislative
framework, public incentives, sustainable finance, and
market recognition, as well as regulation and bureau-
cracy, as the main barriers to their sustainable transition.

Hungarian SMEs feel significantly more affected by the
latest global crises than their European counterparts,
and consider tax incentives to promote sustainable pro-
ducts or services and EU and national subsidised funds
the most relevant measures to support their just and su-
stainable transition.

Strategic approach to sustainability trends - % of SMEs (Hungary No. 120,
Total No. 1,240)

In 2023, 38% of SMEs in Hungary declared that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), up 4% from the 34% reported in the previous
survey.
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2020 2022 2023

Heroes - ESG
strategy/action plan already

implemented

13% 14% 1% 26% 12% 23%

Soon-to-be - ESG strategy/ .
action plan implementation

process activated

21% 20% 23% 15% 26% 21%
Undecided - Possible future
implementation of ESG
strategy/action plan

31% 38% 12% 13% 13% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned

16% 20% 42% 43% 38% 37%

Hungary Average .

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Hungary No. 120, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Hungary is below average across all domains, in particular with regard to
relations with employees and local communities and new products.
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(Hungary No. 45, Total No. 548)

The three main factors that favoured or required the adoption of an ESG ap-
proach for Hungarian SMEs are centred around the high cost of energy and
regulatory requirements, with the pursuit of organisational and market advan-
tages ranking third.

. . . Potential Quality of
. N_auanal gnd/or TG and_ Pur_sunt_of benefits from Social proximity Potential corporate
High energy international sense of social organisational Cultural and . he local benefits f
costs regulatory responsibility of and/or market social factors accessing tothe oca enetits for governance (eg.
requirementy ownershi TS capital at better community future listing diversity of the
qu P 9 conditions Board)
0, 0,
Ave @ @ @ @ @ @ @
Hungary 44% 42% 27% 36% 22% 31% 18% 18% 1%

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’(Hungary No. 120, Total No. 1,240)

Hungarian SMEs appear to perceive the barriers to the sustainable transition
with a higher intensity compared to their European counterparts. The main
barriers are a lack of a clear legislative framework, a lack of public incentives,
a lack of sustainable finance, regulation and bureaucracy, and a lack of market

recognition.
Lack of internal
Lack of institutional Lack of clear Lack (.)f resources
support (regulation Lack of public Lack of sustainable legislative economic & (includin Lack of market
PP 9 ’ incentives finance for SMEs 9 financial ) 9 recognition
bureaucracy) framework skills and
resources
competences)
AVG 48% 48% 46% @
58% 59% 59% 63% 48% 53% 57%

Hungary
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Impact of the energy crisis, inflation and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Hungary No. 120, Total No. 1,240)

Hungarian SMEs perceived the negative impacts of the increase in energy
prices, inflation, and the war in Ukraine on their sustainability ambitions with
significantly higher intensity compared to their European counterparts. With
regard to the positive impact of NextGeneration EU funds, more than 1 in 3
SMEs reported positive effects on their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
® o
Hungary 73% 72% 59% 37%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Hungary No. 45, Total No. 548)

The pattern of the benefits perceived by Hungarian SMEs due to the adoption
of more structured sustainability approaches varies from that of their Europe-
an counterparts, with significant deviations in most aspects. The year-on-year
comparison shows a dramatic increase in the perceived intensity by Hungarian
SMEs in 2023, mainly due to the moderate levels of perceived intensity recor-
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69% 76% 38% 73% 38% 73% 46% 76% 54% 76% 31% 73% 46% 62% 23% 67% 38% 53% 38% 71% 23% 51% 23% 53% 23% 42% 23% 42%
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Hungary No. 120, Total No. 1,240)

Hungarian SMEs perceive the relevance of transformational drivers with a level
of intensity similar to their European counterparts, although small deviations
apply. However, they report a lower level of preparedness to deal with such

drivers.
Digitalisation Electrification Circularity Efficiency D;ﬁjrsi:ZI’ues?g:y Soocrlasle;?\r/ci)g:scts Decarbonisation seq(flzrs??aqion
AV ® © ©® ©® O o o 0o
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Hungary I I I
56% 35% 56% 26% 54% 32% 60% 30% 57% 33% 52% 25% 48% 18% 53% 23%
o, H o, H
% stating relevant % stating prepared @

How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or “fairly’) (Hungary No. 120, Total No. 1,240)

In terms of requests for support, Hungarian SMEs show a similar perception of
urgency to their European counterparts. Tax incentives to promote sustainable
products or services, and EU and national subsidised funds to finance the gre-
en transition are highly relevant issues for Hungarian SMEs.

. Signing-up to
. . - National Mor . . i i
Taxincentives  EU subsidised at_o_ a ore Promotion of Clear and Education, Tax_measures Financial finance
subsidised favourable . . to discourage support or .
to promote funds to . demand for simplified capacity . N providers ESG
; ) funds to credit . - use of less advice services -
sustainable finance X . sustainable regulatory building E objectives
finance conditions sustainable for Net Zero
products or the green . products and framework for  and transfer of through
N o the green tied to ESG . products or carbon .
services transition . " services SMEs competences . o partnerships
transition ambitions services ambitions

and branding

AVG 66% 64%

Hungary 77% 73% 65% 62% 64% 62% 57% 58% 64% 58%
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Italy

In 2023, 52% of Italian SMEs are either implementing
or have already implemented a sustainability strategy or
action plan.

This represents a significant increase from the previous
year.

Their integration of environmental and social concerns is
above average, especially in terms of workplace safety,
quality of products and services, and relations with custo-
mers and employees.

Key drivers for ESG adoption include owner vision, regu-
latory requirements, and high energy costs.

Italian SMEs face barriers including unclear legislation
and excessive regulation and bureaucracy, as well as a
lack of public incentives.

Italian companies feel slightly less affected by global
crises than other European SMEs, and consider tax in-
centives and a simplified regulatory framework the most
relevant measures to support their just and sustainable
transition.

Strategic approach to sustainability trends - % of SMEs (ltaly No. 160,
Total No. 1,240)

In 2023, 52% of SMEs in Italy declared that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), up 15% from the 37% reported in the previous
survey.
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2020 2022 2023

Heroes - ESG
strategy/action plan already
implemented

6% 14% 31% 26% 25% 23%
Soon-to-be - ESG strategy/ ‘
action plan implementation
process activated

14% 20% 6% 15% 27% 21%
Undecided - Possible future
implementation of ESG
strategy/action plan

38% 38% 6% 13% 14% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned
31% 20% 56% 43% 33% 37%
Italy Average @

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Italy No. 160, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Italy is above average across all domains, in particular regarding health
& safety in the workplace, quality of products and services, relations with cu-
stomers and employees.

Health & Safety in

workplace
Business strategy

Quality of
products /
services
Relations with
customers
Relations with
trade unions
Relations with
suppliers
Relations with
employees
New products
Marketing

New investments
New processes
Relations with
business
organisations
Relations with
local communities
Relations with
competitors

Italy 73% 68% 68% 58% 59% 61% 57% 61% 59% 69% 58% 52% 56% 56%
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(Italy No. 95, Total No. 548)

The three main factors that favoured or required the adoption of an ESG appro-
ach for Italian SMEs are centred around the vision and sense of social respon-
sibility of owners, regulatory requirements, and the high cost of energy, which
required intervention in the field of energy efficiency.

Netenel el Visi d P it of Potential Quality of
High latlona t,an lor |S|0nfan ial urlsmt.o | Cultural and benefits from Social proximity Potential corporate
'gh energy n ernlatlona sense o.bs.l.otuaf orgda/nlsa IOEat Y ulrfa e:n accessing to the local benefits for governance (e.g.
oSt reguatory responsiolity o and/or marke soclatiactors capital at better community future listing diversity of the
requirements ownership advantages conditions Board)
DO O O 0 0 0 o
37% 41% 51% 2% 12% 5% 14% 5%
Italy
Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Italy No. 160, Total No. 1,240)
Italian SMEs appear to perceive the barriers to the sustainable transition with
a slightly lower intensity compared to their European counterparts. The main
barriers are a lack of a clear legislative framework, a lack of public incentives,
and excessive regulation and bureaucracy.
Lack of institutional Lack of clear Lack of Lack ofinternal
; Lack of public Lack of sustainable o economic & resources (including Lack of market
support (regulation legislative
pl:? rea c%ac ’ incentives finance for SMEs framework financial skills and recognition
ureaucracy) resources competences)
Italy 24% 26% 18% 26% 22% 16% 12%
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Impact of the energy crisis, inflation and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very (Italy No. 160, Total No. 1,240)

Italian SMEs perceived the negative impacts of the increase in energy prices,
inflation, and the war in Ukraine on their sustainability ambitions with a slightly
lower intensity compared to their European counterparts. With regard to the
positive impact of NextGeneration EU funds, less than 1 in 3 SMEs reported
positive effects on their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
@ e
Italy 43% 42% 36% 28%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Italy No. 95, Total No. 548)

The pattern of the benefits perceived by Italian SMEs due to the adoption of
more structured sustainability approaches is similar to that of their European
counterparts, although with a slight decrease in perceived intensity. The ye-
ar-on-year comparison shows a consistent trend.
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Italy No. 160, Total No. 1,240)

Italian SMEs perceive the relevance of transformational drivers with a slightly
lower intensity with respect to their European counterparts and report a minor
level of preparedness to deal with such drivers.

Digitalisation Electrification Circularity Efficiency Divergity, equity Social prgducts Decarbonisation Carbonl
and inclusion or services sequestration
w @ (@ @ @ @ @ ‘e (e
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Italy ‘ . ‘ . . . ‘ ‘
46% 36% 31% 26% 33% 23% 38% 25% 23% 19% 24% 20% 25% 20% 18% 19%
% stating relevant % stating prepared @
How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or “fairly’) (Italy No. 160, Total No. 1,240)
In terms of requests for support, Italian SMEs show a lower perception of ur-
gency compared to their European counterparts, although tax incentives to
promote sustainable products or services and a clear and simplified regulatory
framework are quite relevant issues for Italian SMEs as well.
. . Signing-up to
Tax incentives EU subsidised National fav’zlt?rraeble Promotion of Clear and Education, Isz.?f;sr:rej SFlnanctlaI finance
to promote funds to finance subsidised credit demand for simplified capacity ! f1|1 9 d upport or providers ESG
sustainable the green funds to finance cond't';ns sustainable regulatory building useto_ ebsls afwcs stezrwces objectives
products or trangsition the green tied tc: IESG products and framework for ~ and transfer of susdam{a e or eb ero through
services transition Iambitions services SMEs competences prscz u_c s or cabr_t_on partnerships
rvices ampitions and branding
Italy 61% 38% 45% 31% 36% 55% 40% 33% 28% 28%
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Portugal

In 2023, 49% of Portuguese SMEs are either in the pro-
cess of implementing or have already implemented a su-
stainability strategy or action plan.

This represents a decrease of 3% from the previous sur-
vey conducted in 2020.

Their integration of environmental and social concerns is
above average, especially with regard to health & safety
in the workplace, business strategy, and new products.

Key drivers for ESG adoption include high cost of energy,
regulatory requirements, and vision and sense of social
responsibility of the owners.

Portuguese SMEs perceive regulation and bureaucracy
and a lack of public incentives, sustainable finance, and
economic and financial resources as the main barriers to
their sustainable transition.

Portuguese companies feel less affected by the latest
global crises compared to other European SMEs and
consider tax incentives to promote sustainable products
or services, EU subsidised funds to finance the green
transition, and tax measures to discourage the use of
less sustainable products or services the most relevant
initiatives to support their just and sustainable transition.

Strategic approach to sustainability trends - % of SMEs (Portugal No. 120,
Total No. 1,240)

In 2023, 49% of SMEs in Portugal declared that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), a 3% decrease from the 52% reported in the
previous survey in 2020. Data for 2022 are not available.
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Health & Safety
in workplace

products /

Quality of
services

Relations with
customers

Relations with
trade unions

2020

2022

2023

Heroes - ESG
strategy/action plan already
implemented

Soon-to-be - ESG strategy/
action plan implementation
process activated

Undecided - Possible future
implementation of ESG
strategy/action plan

Laggards - ESG strategy/
action plan not adopted, and
implementation not planned

15%

37%

35%

7%

14%

20%

38%

20%

26%

15%

13%

43%

28% 23%

21%

21%

17% 16%

33%

37%

Portugal

Average .

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Portugal No. 120, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Portugal is above average across most domains, in particular with re-
gard to health & safety in the workplace, business strategy, and new products.
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New products

Marketing

New investments

New processes

local communities

Relations with
organisations
Relations with
Relations with
competitors

business

- Q0000

Portugal 66% 49% 54% 48% 48% 49% 50% 49% 44% 43% 52% 40% 36% 35%
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(Portugal No. 59, Total No. 548)

The three main factors that favoured or required the adoption of an ESG ap-
proach for Portuguese SMEs are centred around the high cost of energy, re-
gulatory requirements, and vision and sense of social responsibility of owners,
despite these ranking below average.

National and/or Vision and Pursuit of Potential Quality of
. . ) . B benefits from Social proximity Potential corporate
High energy international sense of social organisational Cultural and accessin to the local benefits for overnance (e
costs regulatory responsibility of and/or market social factors . 9 . e 90 K 9
! . capital at better community future listing diversity of the
requirements ownership advantages conditions Board)
Portugal 39% 39% 37% 34% 34% 27% 27% 22% 12%

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Portugal No. 120, Total No. 1,240)

Portuguese SMEs appear to perceive the barriers to their sustainable transition
with a higher intensity compared to their European counterparts. The main
barriers are regulation and bureaucracy, a lack of public incentives, a lack of
sustainable finance, and a lack of economic and financial resources.

Lack of internal

Lack of institutional Lack of clear Lack of resources
. Lack of public Lack of sustainable e economic & ) ; Lack of market
support (regulation, ) : ) legislative ) . (including "
incentives finance for SMEs financial ) recognition
bureaucracy) framework skills and
resources
competences)
AVG 48% 48% @ 46% @ 38% @
Portugal 60% 56% 55% 48% 54% 49% 44%
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Impact of the energy crisis, inflation and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Portugal No. 120, Total No. 1,240)

Portuguese SMEs perceived the negative impacts of the increase in energy
prices, inflation, and the war in Ukraine on their sustainability ambitions with
a lower intensity compared to their European counterparts. With regard to the
positive impact of NextGeneration EU funds, 1 in 3 SMEs reported positive
effects on their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company

AVG

Portugal 52% 50% 38% 33%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Portugal No. 59, Total No. 548)

In general, Portuguese SMEs perceive the benefits of the adoption of more
structured sustainability approaches with a higher intensity compared to their
European counterparts. Data are only available for 2023.
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Portugal No. 120, Total No. 1,240)

Portuguese SMEs perceive the relevance of transformational drivers with a
higher intensity compared to their European counterparts, and also report a
higher level of preparedness to deal with such drivers.

Digitalisation Electrification Circularity Efficiency Diver§ity, equity Social prqducts Decarbonisation Carbonl
and inclusion or services sequestration
w ©® ©® O © O o o
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Portugal ‘ ‘ ‘ ‘ . ‘ . .
66% 54% 67% 48% 61% 53% 63% 48% 70% 55% 56% 43% 60% 31% 59% 31%
% stating relevant % stating prepared @
How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or ‘fairly’) (Portugal No. 120, Total No. 1,240)
In terms of requests for support, Portuguese SMEs exhibit a slightly stronger
perception of urgency compared to their European counterparts. Tax incentives
to promote sustainable products or services, EU subsidised funds to finance
the green transition, and tax measures to discourage the use of less sustai-
nable products or services are quite relevant issues for Portuguese SMEs.
. . . Signing-up to
Tax incentives  EU subsidised N;at!g_nsald fa Moraebl Promotion of Clear and Education, 'tl'gzirsnce;usrl;rees Szmagrctlilr finance
to prc_)mote fl_mds to S'“fju:(ljsl tg V;_i:m € dema_nd for simplified capa;ity use oflesg advic’;pservices provi_der_s ESG
sustainable finance finance conditions sustainable regulatory building sustainable for Net Zero objectives
products or the green the green tied to ESG products and framework for  and transfer of products or carbon through
services transition transition ambitions services SMEs competences services ambitions ;):‘;tgirearizzzsg
AVG 66% 64% 60%
Portugal 79% 73% 62% 66% 65% 68% 65% 72% 67% 59%
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Spain

In 2023, 43% of Spanish SMEs are either in the process
of implementing or have already implemented a sustai-
nability strategy or action plan.

This represents a 3% decrease from the previous survey
conducted in 2022.

Their integration of environmental and social concerns is
largely aligned with the European average.

Key drivers for ESG adoption include regulatory require-
ments, the high cost of energy, and pursuit of organisa-
tional and market advantages.

Spanish SMEs perceive a lack of sustainable finance, re-
gulation and bureaucracy and a lack of public incentives
and economic and financial resources as the main bar-
riers to their sustainable transition.

Spanish companies feel slightly more affected by the la-
test global crises than other European SMEs and con-
sider tax incentives to promote sustainable products or
services, EU subsidised funds to finance the green tran-
sition, and more favourable credit conditions tied to ESG
ambitions the most relevant measures to support their
just and sustainable transition.

Strategic approach to sustainability trends - % of SMEs (Spain No. 160,
Total No. 1,240)

In 2023, 43% of SMEs in Spain declare that they have either already imple-
mented an ESG strategy or action plan or are in the process of implementing
one (Heroes and Soon-to-be), a 3% decrease from the 46% reported in the
previous survey.
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2020 2022 2023

Heroes - ESG
strategy/action plan already
implemented

10% 14% 30% 26% 28% 23%
Soon-to-be - ESG strategy/ ‘
action plan implementation
process activated

21% 20% 16% 15% 15% 21%
Undecided - Possible future
implementation of ESG
strategy/action plan

51% 38% 14% 13% 16% 16%
Laggards - ESG strategy/
action plan not adopted, and
implementation not planned
12% 20% 39% 43% 41% 37%
Spain Average @

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Spain No. 160, Total No. 1,240)

The level of integration of environmental and social concerns in SMEs’ activi-
ties in Spain is in line with the average scores across most domains, with the
most notable deviation below the average being observed in the context of new
investments.
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Spain 54% 52% 49% 49% 47% 47% 47% 46% 44% 36% 43% 36% 40% 37%
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Main factors that favoured the adoption of an ESG approach - % of SMEs
(Spain No. 68, Total No. 548)

The three main factors that favoured or required the adoption of an ESG ap-
proach for Spanish SMEs are centred around regulatory requirements and the
high cost of energy, with the pursuit of organisational and market advantages
ranking third.

Netenel el Visi d P it of Potential Quality of
Hi ational and/or 'ston and ursuit o benefits from Social proximity Potential corporate
igh energy international sense of social organisational Cultural and accessing to the local benefits for governance (6.9
costs regulatory responsibility of and/or market social factors capital at better community future listing diversity of thé .
requirements ownership advantages conditions Board)
P O OO0 © 0 © ¢
Spain 41% 41% 35% 38% 31% 24% 19% 28% 7%
Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’(Spain No. 160, Total No. 1,240)
Spanish SMEs appear to perceive the barriers to the sustainable transition with
a slightly higher intensity compared to their European counterparts. The main
barriers are a lack of sustainable finance, regulation and bureaucracy, a lack of
public incentives, and a lack of economic and financial resources.
Lack of institutional Lack of clear Lack of Lack of internal
¢ lati Lack of public Lack of sustainable leqislative economic & resources (including Lack of market
support (regulation, incentives finance for SMEs 9 financial skills and recognition
bureaucracy) framework
resources competences)
Spain 51% 51% 56% 49% 51% 43% 48%
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Impact of the energy crisis, inflation, and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Spain No. 160, Total No. 1,240)

Spanish SMEs perceived the negative impacts of the increase in energy prices,
inflation, and the war in Ukraine on their sustainability ambitions with a slightly
higher intensity compared to their European counterparts. With regard to the
positive impact of NextGeneration EU funds, more than 1 in 3 SMEs reported
positive effects on their ESG ambitions.

Energy price rise negatively Inflation negatively War in Ukraine negatively NextGeneration EU funds
affected my company’s affected my company’s affected my company’s positively influenced the
approach and priorities on approach and priorities on approach/priorities on adoption of sustainability
sustainability sustainability sustainability initiatives in my company
AVG @ @
Spain 64% 61% 48% 41%

Benefits of adopting an ESG approach - % of SMEs declaring
‘very positive’ or ‘positive’ benefits (Spain No. 68, Total No. 548)

The pattern of the benefits perceived by Spanish SMEs due to the adoption of
more structured sustainability approaches varies from that of their European
counterparts, with significant deviations in certain aspects. The year-on-year
comparison shows a notable increase in the perceived intensity of these bene-
fits in 2023, mainly due to the moderate levels of perceived intensity recorded
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Spain No. 160, Total No. 1,240)

Spanish SMEs perceive the relevance of transformational drivers with a slightly
higher level of intensity with respect to their European counterparts. The same
applies to their reported level of preparedness to deal with such drivers.

Diversity, equity

Social products

Decarbonisation Carbon

Digitalisation Electrification Circularity Efficiency ) . ) )
and inclusion or services sequestration
. ® O O o o o
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
Spain . ‘ ‘ ‘ ‘ ‘ . .
62% 53% 61% 48% 54% 50% 53% 51% 58% 50% 54% 38% 49% 36% 47% 30%
% stating relevant % stating prepared @
How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or ‘fairly’) (Spain No. 160, Total No. 1,240)
In terms of requests for support, Spanish SMEs show a stronger perception of
urgency compared to their European counterparts. Tax incentives to promote
sustainable products or services, EU subsidised funds to finance the green
transition, and more favourable credit conditions tied to ESG ambitions are
quite relevant issues for Spanish SMEs.
. . Signing-up to
Tax incentives EU subsidised National P Morrebl Promotion of Clear and Education, Iaz_measrures Fman:;tualr finance
to promote P ndSL: sf!n'sf subsidised avoru;t @ demand for simplified capacity 0 'Sccfnl" age dS.Uppo rq providers ESG
sustainable Y ths Or' ice funds to finance ide't'l N sustainable regulatory building useto_n ebsls afvnrc;\a‘ stezvn::es objectives
products or treng_te_en the green t_cod‘ ' ESZ products and framework for  and transfer of sm:sdal f ? o (:b :o through
services ansitio transition Iemb(')t' n services SMEs competences pro rup S0 ;ab.t.on partnerships
al itions services a itions and branding
AVG e @ 66% 64% 60%
Spain 79% 76% 74% 76% 72% 67% 70% 74% 72% 69%
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Country Synoptic Overview

The table below offers a concise summary of the primary findings obtained
through the country-level analysis regarding the key aspects of investigation.

Czech
COUNTRY

OVERVIEW Austria Croatia Repubblic France Germany Hungary Italy Portugal Spain
(Main Characteristics)

Implementation of a

sustainability strategy

or action plan that has

been already achieved 44% @ 38% 49%
or is in progress (Hero-

es + Soon-to-be) 2023

Integration of envi-

ronmental and social Aligned Below Below Below Above Below Above Above Aligned
concerns (compared to average average average average average average average
the sample average)
Vision 1
Main driver for the . . . . . ) High cost
adoption of a sustain- ~ High costof  High costof ~ Highcostof ~ Regulatory ~ High costof  High cost of ag?s%i?asle High costof  of energy &
ability strategy or action energy energy energy requirements energy energy responsibility energy reg'ulatory
plan P requirements
Lack of peaio
Requlation ' ) Lack of ; Lack of aclear " Lack of
Main barrier to the sus- gand sustainable  Regulation and economic Regaurigtlon aclear legislative Regaurl]gtlon sustainable
tainable transition finance for bureaucracy and financial legislative framework & finance for
bureaucracy SMEs resources bureaucracy  famework  lack of public bureaucracy SMEs
incentives
Perception of the
oottt Slightly more Significantl Slightly | L Slightl
sustainability ambitions i i : igniticantly igntly less ess ightly more
of the |atestyg|oba| affected More affected Aligned Aligned Aligned more affected affected affected affected
crises (compared to the
sample average)
P i £ National
» romotion o subsidised  National sub- Taxincentives Taxincentives Taxincentives Taxincentives Taxincentives Tax incentives
Priority requests for demand for funds to sidised funds to promote to promote to promote to promote to promote to promote
support for SMEs sustainable i to finance the ~ sustainable sustainable sustainable sustainable sustainable sustainable
just and sustainable roducts and inance green tran- products or  productsor  productsor  productsor  productsor  products or
transition services the green sition services services services services services services
transition
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Construction

Construction, Industry, Services,
and Trade

Strategic approach to sustainability trend - % of SMEs (2023 Total No.
1,240, 2022 Total No. 1,000)

The data provide a comprehensive view of the progression of companies in dif-
ferent sectors towards sustainability. While the reasons behind these shifts can
be manifold, it's evident that there is a broad shift, with Construction presenting
the most positive change, with a 16% year-on-year increase in the combined
number of Heroes and Soon-to-be (45% in 2023 vs 29% in 2022), followed by
Industry with an 8% combined Heroes and Soon-to-be increase (52% in 2023
vs 44%). Services present a slight decrease of 1% (42% vs 43%), while Trade
rose to 39% in 2023 from 35% in 2022.

The reasons for these shifts can be attributed to both cross-industry (e.g. a
broad veering of stakeholders’ opinions towards sustainability issues) and sec-
tor-specific factors (e.g. stricter regulations, incentives, or a growing demand
on the part of clients for sustainable buildings and infrastructure, which are
driving Construction SMEs towards adopting more sustainable practices).

Industry Services Trade AVG

ESG strategy/action plan
already implemented
(Heroes)

ESG strategy/action plan
implementation process
activated (Soon-to-be)

Possible future implementa-
tion of ESG strategy/action
plan (Undecided)

ESG strategy/action plan not
adopted, and implementation
not planned (Laggards)

24%

21%

19%

10%

18% 16%

53% 37%

23%

21%

20%

19%

20%

23%

19%

26%

26%

26% 30% 21% 26%

18% 13% 14% 15%

16%

37%

12% 16% 13%

36%

16% 9%

14%

27%

39% 45% 43% 46% 43%

152

2023 @

2022

SOABocconi

SCHOOL OF MANAGEMENT

SUSTAINABILITY LAB



APPENDIX

Integration of environmental & social concerns - % of SMEs ‘fully’ or
‘highly’ integrated (Total No. 1,240)

Regarding the integration of environmental and social concerns into business
operations, the data reveal a consistent trend across all sectors. While there is
still room for improvement, the data suggest a shift from perceiving sustaina-
bility as a peripheral initiative to recognising it as central to business success
and longevity.
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Construction 56% 52% 57% 56% 55% 48% 50% 51% 46% 52% 48% 42% 42% 40%

Industry 58% 55% 54% 49% 49% 49% 51% 49% 48% 47% 46% 39% 38% 38%
Services 54% 47% 47% 43% 42% 4% 39% 40% 38% 40% 36% 36% 36% 30%
Trade 56% 51% 48% 44% 45% 47% 45% 43% 46% 39% 42% 39% 40% 38%
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High energy cost

National and/
or international
regulatory
requirements

Main factors favouring the adoption of an ESG approach - % of SMEs
(Total No. 548)

When considering the three main factors that favoured or required the adoption
of a more formalised sustainability approach, it becomes evident that there is a
clear interplay of economic, regulatory, and ethical drivers. While each sector
has its specificities, the nuanced differences between sectors provide insights
into their unique operational challenges and priorities.

High energy costs appear to be a consistent factor across all sectors, with per-
centages ranging from 41% to 47%, highlighting the importance of energy effi-
ciency and cost savings for SMEs across the board. Energy cost management
is particularly critical for sectors like Construction and Industry, where opera-
tions might be more energy-intensive. The Construction and Industry sectors
show a higher percentage (49% and 46% respectively) of SMEs influenced by
national and international regulatory requests. These sectors are facing more
stringent regulations or are more exposed to international standards that de-
mand sustainable practices. Finally, when it comes to showcasing a sense of
social responsibility, Services stands out with 41% of SMEs being driven by the
vision and social responsibility of owners. This suggests that businesses in this
sector might be more consumer-facing or have a more direct relationship with
clients, making them more attuned to societal demands and values.

. . ) uality of
Vision and Pursuit of Potential benefits . . Q Y

. R . Social proximity . y corporate
sense of social organisational Cultural and from accessing Potential benefits

L . . to the local L governance (e.g.
responsability of and/or market social factors capital at better . for future listing . X
. e community diversity of the
ownership advantages conditions

Board)

AVG

40%

© © ©¢ ¢ ¢ o o

Construction 47% 49% 38% 30% 23% 19% 16% 17% 16%
Industry 41% 46% 35% 29% 22% 23% 19% 15% 10%
Services 43% 35% 41% 28% 29% 21% 25% 23% 10%
Trade 42% 36% 39% 31% 27% 25% 22% 23% 8%
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APPENDIX

Barriers to the sustainable transition - % of SMEs rating as
‘very important’ or ‘important’ (Total No. 1,240)

The sectoral analysis reveals that companies in the Trade and Services sectors
exhibit a slightly stronger perception of the various barriers to adopting a more
structured sustainability approach. As mentioned earlier, companies in these
sectors may view their environmental and social footprints as less direct than
those in the Industry or Construction sectors. This viewpoint could complicate
their efforts to chart a clear course towards sustainability, potentially magnifying
the hurdles they perceive. Furthermore, businesses in the Trade sector often
don’t have immediate oversight over the manufacturing methods or sourcing
choices related to the products they trade in. This lack of direct influence can
make the introduction of sustainable initiatives more complex, thereby intensi-
fying their perception of the challenges.

51%

49% 49% o, 49%
48%48% 48% 47% 49% 48%
47% ! °47% 4%
46% 0 479 o
45%7°7 46% 45%46% 47% 46% 46% 45%
43%
41% 40% 1%
38% 39% o .
37% 387 37%57%
0
34% 34% 349,
Lack of institutional Lack of public Lack of sustainable Lack of clear Lack of economic & Lack of internal Lack of market
support (regulation, incentives finance for SMEs legislative financial resources resources recognition
bureaucracy) framework (including skills and
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65% 2% 64%

59%
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51%
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approach and priorities
on sustainability

Impact of the energy crisis, inflation, and the war in Ukraine on the
sustainability ambitions of European SMEs - % of SMEs responding
‘very much’ or ‘very’ (Total No. 1,240)

While all SMEs face challenges related to energy costs, inflation, and geopo-
litical issues, sector-specific sensitivities become apparent. Pertaining these
challenges, the Construction sector seems to be the most vulnerable.

The Construction sector is the most negatively impacted by rising energy co-
sts, with 65% of SMEs affected. This is due to the energy-intensive nature of
construction operations, from machinery usage to transportation. Inflation has
a considerable negative impact across all sectors, with percentages ranging
from 51% to 64%. The Construction sector is, once again, the most affected
(64%), primarily because it relies on various materials whose prices can be
sensitive to inflation. Trade and Services follow closely. The war in Ukraine has
impacted different sectors at varying degrees. SMEs in the Industry sector are
the least affected (40%), suggesting that their supply chains or markets are
less directly influenced by the conflict. In contrast, the Construction sector is
the most affected (52%), possibly due to disruptions in raw material supplies or
geopolitical uncertainties affecting investment in infrastructure projects.

The NextGeneration EU funds, designed to promote sustainable and digital
transitions, have had a positive impact across all sectors, with percentages in
a fairly compact range (from 33% to 36%).

57% 57%

52% 49%

40%

47% 47%
36%
33% 33%

I I 33%

NextGeneration EU funds
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initiatives in my company

33%
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Benefits of adopting an ESG approach - % of SMEs declaring ‘very
positive’ or ‘positive’ benefits (2023 Total No. 548, 2022 Total No. 258)

As SMEs adopt a more formalised sustainability approach, they are enjoying
benefits that span organisational gains, improved stakeholder relations, and
competitive and market advantages. The growth observed from 2022 to 2023
highlights the fact that the shift toward sustainability is yielding tangible and
diverse rewards for businesses. These figures emphasise that sustainable
practices are increasingly viewed as a strategic advantage, helping businesses
improve their organisational efficiency, strengthen relationships, and expand
their reach and customer base.
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Market share increase
Better credit
conditions

Better insurance
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Relevance of and preparedness for transformational drivers: % declaring
‘very’ or ‘fairly’ (Total No. 1,240)

When evaluating the connection between the perceived significance and re-
adiness for transformative drivers at the sectoral level, the relationship is not
as distinct. Construction, Industry, Services, and Trade exhibit a relatively uni-
form emphasis, and their readiness levels are similarly consistent. This pattern
can be attributed to factors such as increased awareness of climate change,
a growing demand for green products and services, and evolving regulations.

Digitalisation Electrification Circularity Efficiency D|ver§|ty, equny Social prgducts Decarbonisation Carbonl
and inclusion or services sequestration
® o o o o ‘o
59% 47% 58% 39% 57% 41% 57% 42% 56% 45% 52% 37% 50% 30% 47% 27%
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Services ‘ ‘ . . . ‘ . .
58% 49% 55% 36% 54% 39% 54% 41% 53% 42% 50% 38% 49% 29% 46% 26%
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How SMEs are asking to be supported - % of SMEs declaring the initiative
relevant (‘very’ or ‘fairly’) (Total No. 1,240)

While SMEs across sectors have varied preferences, there is a clear consen-
sus in favour of direct fiscal incentives, access to funds, and a simplified regu-
latory environment to aid their sustainable transition. Tax incentives for promo-
ting sustainable products and services are the preferred form of support across
all sectors, with an average of 73%. Both EU and national subsidised funds
aimed at the sustainable transition are popular among all sectors. A clear and
simplified regulatory framework, tailored to the capabilities of SMEs, resonates
across different sectors, indicating a general desire for regulations that are both
understandable and manageable. Notably, the Trade sector expresses the hi-
ghest level of interest in such simplifications, with a preference rate of 70%.

APPENDIX

More Tax measures Financial Signing-up to
Tax incentives . National Promotion of Clear and Education, ) finance
EU subsidised . favourable A . to discourage support or .
to promote . subsidised . demand for simplified capacity . N providers ESG
; funds to finance ) credit . L use of less advice services o
sustainable funds to finance e sustainable regulatory building E objectives
the green conditions sustainable for Net Zero
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AVG 60%
Construction 76% 72% 70% 67% 67% 63% 68% 64% 65% 61%
Industry 72% 64% 65% 62% 63% 62% 61% 63% 59% 56%
Services 70% 61% 61% 60% 59% 59% 58% 58% 56% 50%
Trade 76% 75% 73% 71% 67% 70% 65% 64% 65% 63%
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Methodology

We employed a mixed methodology for this study. To ensure comprehensive
coverage, we conducted a survey using a mixed-method CATI-CAWI approa-
ch. Regarding the sampling plan, we meticulously designed it based on the
latest Eurostat data on enterprises in Europe. This plan aimed to achieve re-
presentation by macro-sector and class of employees on a country-by-country
basis. The interviews were carried out during the period of April-May 2023.
The analysis was verified with a literature review and compared with data and
information from studies, reports, and research at national and international le-
vel. The main preliminary results and insights were shared and discussed with
representatives of EU institutions

CZECH

EMPLOYEES AUSTRIA CROATIA REPUBLIC FRANCE GERMANY HUNGARY ITALY PORTUGAL SPAIN TOTAL
From 10 to 19 68 69 60 92 91 69 80 67 94 690
From 20 to 49 36 35 40 47 47 35 45 37 48 370
From 50 to 249 16 16 20 21 22 16 35 16 18 180
TOTAL 120 120 120 160 160 120 160 120 160 1240
SECTOR AUSTRIA CROATIA RI‘E:F{E gﬂc FRANCE GERMANY HUNGARY ITALY PORTUGAL SPAIN TOTAL
Construction 20 21 15 28 27 17 22 18 22 190
Industry 20 34 37 29 30 28 44 34 33 289
Services 52 41 42 66 63 45 61 39 67 476
Trade 28 24 26 37 40 30 33 29 38 285
TOTAL 120 120 160 160 160 120 160 120 160 1240
N [ ]
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