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Background and purpose: This paper examines sustainability transition in SMEs through three interconnected 
lenses: stakeholder incentives, sustainability reporting, and performance implications. Building on stakeholder the-
ory, it develops an integrative framework showing how pressures from customers, suppliers, financiers, employees, 
communities, and regulators shape the adoption and disclosure of sustainable business practices.
Methods: The paper combines a conceptual literature synthesis with a structured bibliometric review. The stake-
holder-incentive and reporting sections synthesize theoretical and regulatory literature, while the performance sec-
tion relies on a structured Scopus-based review and keyword co-occurrence analysis using VOSviewer.
Results: The conceptual synthesis shows that stakeholder pressures and value-chain information demands are 
key drivers of SME sustainability transition. The review of reporting frameworks indicates that, for SMEs, the regu-
latory centre of gravity has shifted toward proportionate and largely voluntary reporting tools, especially the VSME 
framework in the EU. The bibliometric analysis identifies eight clusters that can be synthesized into four broader 
logics: operational and circular transformation; innovation and strategic competitiveness; stakeholder-, finance-, 
governance-, and reporting-related infrastructures; and socio-organizational and normative embedding, suggesting 
that sustainability transition in SMEs is a multidimensional capability-building process.
Conclusion: Sustainability transition in SMEs should be understood not only as a compliance issue but as a stake-
holder-driven strategic process. For SMEs, transparent and proportionate reporting can support access to finance 
and value-chain integration, while sustainable practices can improve innovation, competitiveness, and long-term 
performance.
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1	 Introduction

The transition from a predominantly shareholder-cen-
tred view of the firm to a broader stakeholder-oriented con-

ception of value creation has become a defining theme in 
contemporary sustainability research. The current evolu-
tion of business is frequently characterized as a transition 
from the previously dominant notion of maximizing share-
holder value to a more stakeholder-centric framework that 
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considers the interests of stakeholders, including employ-
ees, consumers, investors, communities, and the environ-
ment. By balancing the trade-offs between short-term and 
long-term performance and mapping the various mani-
festations of stakeholder interests, it becomes possible to 
understand how these interests may be aligned toward a 
broader governing objective (Jensen, 2002; Freeman & 
Reed, 1983). The ESG framework and metrics aim to cap-
ture this overarching demand for sustainability and play a 
crucial role in this transformation. ESG-oriented business 
practices encompass adopting sustainable practices, sup-
porting social causes, and promoting ethical business con-
duct (Freeman, 1984; Donaldson & Preston, 1995). The 
business community is experiencing notable shifts in ESG 
priorities, influenced by pandemics and economic down-
turns, social and geopolitical unrest, and extreme weather 
events. 

Although sustainability transition is often discussed 
through the practices of large corporations, SMEs are 
central to the broader transformation of business systems. 
Their importance stems not only from their numerical 
dominance, but also from their role in employment, local 
value creation, and supply-chain participation. At the same 
time, SMEs face specific constraints, including limited fi-
nancial resources, lower formalization, and weaker report-

ing capacities, which makes their transition path different 
from that of large firms. For many SMEs, sustainability 
is increasingly becoming a condition of market access, fi-
nancing, and value-chain participation rather than a purely 
discretionary initiative (Revell et al., 2010; Williams & 
Schaefer, 2013; Lesnikova & Schmidtova, 2020).

Academic research has examined SME sustainability 
from several angles, including energy efficiency, waste 
management, emission reduction, sustainable supply 
chains, sustainable business models, and employee en-
gagement (Hillary, 2004; Revell et al., 2010; Lee, 2008b; 
Bocken et al., 2014; Spence et al., 2003; Jenkins, 2004; 
Brammer et al., 2015). However, this literature remains 
fragmented in at least three respects. First, stakeholder 
pressure, sustainability reporting, and performance out-
comes are often analysed separately, although SMEs expe-
rience them as part of a single transition process. Second, 
the regulatory environment surrounding SME sustainabil-
ity reporting has changed rapidly, especially in Europe, 
which makes earlier overviews quickly outdated. Third, 
the performance-related literature is dispersed across inno-
vation, competitiveness, financial, and operational strands, 
which makes it difficult to derive an integrated perspective 
for SME managers and researchers.

Figure 1: The conceptual model of the SME sustainability transition process
Source: Authors’ own elaboration based on Freeman (1984), Mitchell et al. (1997), Fink Babič and Biloslavo (2012), Williams 
and Schaefer (2013), Porter and van der Linde (1995), Maletič et al. (2014), Kot et al. (2019), and Cheng et al. (2014).
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This paper addresses these gaps by integrating stake-
holder incentives, reporting frameworks, and performance 
implications into a single analytical framework. Building 
on stakeholder theory, it conceptualizes sustainability tran-
sition in SMEs as a process in which stakeholder demands 
shape the adoption of sustainable business practices, re-
porting mediates the communication of these practices, 
and performance implications emerge through several in-
terconnected pathways. The paper does not test causal ef-
fects directly; rather, it systematizes theoretical arguments, 
regulatory developments, and empirical research streams 
relevant to the sustainability transition of SMEs.

The remainder of the paper is organized as follows. 
First, we develop a stakeholder-based conceptual model of 
sustainability transition in SMEs. Second, we review the 
reporting frameworks and regulatory developments most 
relevant to SMEs. Third, we present the methodology and 
bibliometric results concerning the performance implica-
tions of sustainability transition. Finally, we discuss the 
theoretical and practical contributions of the study, along 
with its limitations and future research avenues.

2	 Conceptual background: 
stakeholder incentives and 
sustainability transition in SMEs

This paper develops a conceptual model of sustainabil-
ity transition in SMEs from a stakeholder perspective. The 
model links three analytical dimensions: (1) stakeholder 
incentives that encourage or pressure SMEs to adopt sus-
tainable practices; (2) reporting and disclosure mecha-
nisms through which firms communicate those practices 
to external audiences; and (3) performance implications 
associated with innovation, competitiveness, financial out-
comes, and operational improvement (Figure 1).

Figure 1 depicts a sequential but recursive process. 
Stakeholder incentives create pressures and opportunities 
that encourage SMEs to adopt sustainable business practic-
es. Once such practices are introduced, firms increasingly 
need to disclose comparable sustainability information to 
financiers, customers, and value-chain partners. Reporting, 
in turn, can reinforce the transition by improving transpar-
ency, legitimacy, and access to finance. These mechanisms 
are expected to affect business performance through four 
main pathways highlighted in the literature: innovation, 
competitiveness, financial performance, and operation-
al performance. The stakeholder categories are derived 
from Freeman’s primary–secondary stakeholder typology, 
while the specific incentive channels synthesize recurring 
themes in the CSR, sustainability, and SME literature rath-
er than reproducing a single prior framework (Freeman, 
1984; Mitchell et al., 1997; Williams & Schaefer, 2013). 

Engaging in sustainability practices and disclosing 

related information can be understood as complementary 
responses to stakeholder expectations for transparency and 
accountability (Hahn et al., 2014; Fink Babič & Biloslavo, 
2012). In the SME context, these processes are particular-
ly intertwined because external stakeholders often request 
not only action, but also proportionate evidence of action, 
especially in financing and supply-chain relationships. The 
following subsections therefore examine, first, how differ-
ent stakeholder groups create incentives for sustainability 
transition and, second, how reporting frameworks struc-
ture the communication of sustainability-related informa-
tion in SMEs (Williams & Schaefer, 2013; Porter & van 
der Linde, 1995; Cheng et al., 2014). 

2.1	Stakeholder incentives

The concept of “stakeholder capitalism” highlights 
that to thrive in an innovative and ever-changing environ-
ment, businesses must prioritize the interests of multiple 
stakeholders and commit to ethical business practices 
(Hörisch et al., 2014; Freeman et al., 2004). A stakehold-
er is any collective or individual entity that can exert in-
fluence on or be affected by an organization’s operations 
and outcomes (Freeman, 1984). Stakeholders encompass a 
range of individuals and entities, such as customers, sup-
pliers, employees, creditors, managers, communities, the 
environment, and government actors. Stakeholder capital-
ism views businesses as economic actors aiming to maxi-
mize long-term value while considering the interests of all 
stakeholders, rather than prioritizing shareholders’ inter-
ests. The stakeholder model proposed by Kay et al. (2020) 
comprehensively explains how stakeholder contributions 
directly impact a company’s financial performance. Every 
company must strive to achieve a harmonious equilibri-
um between the long-term concerns of all stakeholders, 
including shareholders (Wheeler et al., 2003; Jones & 
Wicks, 1999). 

According to Freeman (1984), stakeholders can be 
categorized into primary and secondary groups. Primary 
stakeholders are individuals or groups that have a direct 
impact on or can influence the organization’s operations. 
The entities included in this category are customers, em-
ployees, suppliers, shareholders, and communities. Sec-
ondary stakeholders are individuals or groups that are not 
directly affected by an organization’s actions but may still 
be influenced by them. Examples include the media, pro-
fessional associations, and special interest groups.

From the customer perspective, sustainability-related 
incentives are primarily linked to product safety, environ-
mental product footprint, ethical sourcing, and the credi-
bility of firms’ CSR commitments. These concerns shape 
willingness to buy, brand loyalty, and positive word of 
mouth, especially when firms communicate their sustain-
ability efforts credibly and consistently (Sen & Bhattacha-
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rya, 2001; Becker-Olsen et al., 2006; Peloza & Shang, 
2011). According to Putzer and Posza (2024), ESG does 
not replace CSR; it complements CSR by adding envi-
ronmental and governance dimensions. CSR initiatives 
and sustainability practices are critical differentiators in 
competitive markets, attracting consumers who are will-
ing to pay a premium for products that are consistent with 
their values (Peloza & Shang, 2011; Beckmann & Langer, 
2003; Auger et al., 2003; Mohr et al., 2001; Pomering & 
Dolnicar, 2009; Du et al., 2010). Positive word of mouth 
is also a substantial consequence of corporate social re-
sponsibility (CSR). Customers who are satisfied with a 
company’s ethical practices are more likely to recommend 
the brand to others, thereby increasing its market share and 
reputation (Du et al., 2007). As highlighted before, con-
sumers’ confidence in a brand is frequently associated with 
its transparency in environmental and social governance 
(Becker-Olsen et al., 2006). 

Successful supplier partnerships require ethical busi-
ness practices and transparency (Andersen et al., 2009; 
Pagell & Wu, 2009; Hoejmose et al., 2013; Carter & 
Rogers, 2008; Foerstl et al., 2015; Gimenez et al., 2012; 
Wu & Pagell, 2011). Suppliers must establish successful 
partnerships by complying with sustainability standards, 
maintaining ethical business practices, and actively re-
ducing environmental impacts. In addition to strengthen-
ing relationships with business partners, these sustainable 
supply chain practices are vital for satisfying the increas-
ing expectations of regulators and consumers. Trust and 
cooperation between suppliers and customers are fostered 
by ethical business practices, adherence to sustainability 
standards, and long-term, mutually beneficial partnerships 
(Gimenez & Tachizawa, 2012). Companies are increasing-
ly seeking partners who contribute to their sustainability 
objectives, and suppliers who actively strive to reduce 
their environmental impacts can enhance their competi-
tive position in the marketplace (Carter & Rogers, 2008). 
Collective endeavors further enhance these benefits by es-
tablishing sustainable supply chain practices, such as in-
dustry-wide collaborations or partnerships with non-gov-
ernmental organizations (NGOs), which foster innovation 
and raise standards throughout the supply chain (Seuring 
& Müller, 2008). In the supply chain, sustainable practic-
es are linked to enhanced operational performance, such 
as cost reductions and efficiency gains, as suppliers that 
implement them frequently exhibit reduced waste and re-
source consumption (Pagell & Wu, 2009). Suppliers pri-
oritizing sustainability in their purchasing decisions are 
more likely to access new markets and business opportuni-
ties (Porter & Kramer, 2011).

Founders, owners, and managers are particularly inter-
ested in the relationship between financial performance, 
risk management, long-term sustainability strategy, return 
on investment, and environmental, social, and governance 
(ESG) factors. Madrid‐Guijarro and Duréndez (2024) ar-

gue that managerial commitment is necessary to overcome 
the barriers and pressures of engaging in sustainable busi-
ness practices. Integrating ESG factors into business strat-
egies is crucial to securing access to finance, enhancing 
competitiveness, and maintaining a long-term focus. Ec-
cles et al. (2014) claim that organizations that demonstrate 
robust ESG performance are more successful at managing 
risks and capitalizing on opportunities, and are associated 
with stronger long-term value generation. This long-term 
focus is essential for competitiveness, as companies at the 
forefront of sustainability are frequently regarded more 
favourably by regulators, investors, and consumers, there-
by strengthening their market position (Porter & Kramer, 
2006). In addition, financial institutions and investors are 
increasingly prioritizing sustainability in their investment 
decisions, which is why companies with robust ESG prac-
tices tend to have easier access to capital on more favour-
able terms (Friede et al., 2015). A company’s competitive 
advantage can be further solidified by a strong ESG focus, 
enhancing its capacity to innovate and adapt to changing 
market conditions (Lubin & Esty, 2010).

Employees prioritize job security, employee well-be-
ing, equitable labour practices, diversity and inclusion, and 
opportunities for training and development. Implementing 
these practices and taking corresponding actions results in 
increased employee satisfaction and loyalty (Kooij et al., 
2010; Alfes et al., 2013; van De Voorde et al., 2012; Guest, 
2017; Di Fabio & Kenny, 2016; Farndale et al., 2014). A 
sense of fairness and respect among workers is essential 
for cultivating fair labor practices and enhancing their loy-
alty and motivation (Hollensbe et al., 2008). This includes 
providing secure working conditions and fair wages. Pro-
moting diversity and inclusion in the workplace is linked 
to increased employee engagement and innovation, as di-
verse teams contribute diverse perspectives that enhance 
decision-making (Hunt et al., 2015). Training and develop-
ment opportunities are essential for employee satisfaction, 
as they enable employees to advance in their careers and 
feel appreciated by their employers, resulting in increased 
loyalty and a reduced likelihood of leaving the organiza-
tion (Noe, 2017).

Communities are concerned with obtaining informa-
tion regarding the environmental effects, involvement with 
the community, contributions to the local economy, and 
philanthropic activities (Husted & Allen, 2007; Bowen et 
al., 2010; Maignan & Ferrell, 2004; Lee, 2008a). Compa-
nies establish stronger relationships with the local com-
munity by actively engaging in and communicating their 
environmental initiatives. This, in turn, fosters positive 
public perceptions and increases public trust (Lindgreen 
et al., 2009). The company’s social license to operate is 
strengthened by its participation in community activities 
and contributions to the local economy, which not only 
support community development but also legitimize its 
presence (Suchman, 1995). A corporation’s status as a re-
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sponsible corporate citizen is further solidified, its legiti-
macy is enhanced, and benevolence is promoted through 
philanthropic activities, including donations and volunteer 
programs (Porter & Kramer, 2002). These activities col-
lectively foster a favourable public perception, which can 
lead to increased community support and long-term bene-
fits for both the corporation and the community it serves 
(Campbell, 2007).

Having clarified why stakeholders demand sustainabil-
ity-related information, the next subsection examines the 
reporting frameworks, standards, and regulatory develop-
ments that shape how firms disclose such information.

2.2	Sustainability reporting frameworks 
relevant to SMEs

Although non-listed SMEs are generally not subject to 
mandatory sustainability reporting, they increasingly face 
disclosure demands from customers, lenders, investors, 
and large corporate clients. Table 1 summarizes the most 
common types of requested ESG information in the SME 
context. According to Eurochambres (2023), requests most 
often concern CO2 and energy indicators, followed by in-
formation on the use of proceeds, eligibility for grants and 
subsidies, sustainability KPIs, and certificates. This pattern 
suggests that, for SMEs, sustainability reporting is still pri-
marily shaped by financing and value-chain relationships 
rather than by public ESG ratings or capital-market pres-
sure.

At the international level, sustainability reporting has 
become more structured in recent years (see Table 2). 
In June 2023, the International Sustainability Standards 
Board (ISSB) issued IFRS S1 and IFRS S2, two standards 
intended to provide a global, investor-oriented baseline for 
sustainability-related financial disclosure. IFRS S1 sets 
general requirements for reporting sustainability-related 
risks and opportunities, while IFRS S2 focuses specifical-
ly on climate-related disclosures. Together, they follow a 
governance–strategy–risk management–metrics structure 

and draw on earlier climate-disclosure recommendations 
as well as sector-specific guidance.

The European Union follows a broader approach. Its 
European Sustainability Reporting Standards (ESRS), 
adopted under the Corporate Sustainability Reporting 
Directive (CSRD), are based on double materiality. This 
means that firms must report not only how sustainability 
issues affect their financial position and future prospects, 
but also how their own activities affect people and the en-
vironment. In this respect, the European framework goes 
beyond an investor-only perspective and places greater 
emphasis on the wider social and environmental impacts 
of corporate activity (IFRS Foundation, 2023a, 2023b; Eu-
ropean Commission, 2023).

The United States has taken a less settled path. The 
Securities and Exchange Commission (SEC) adopted cli-
mate-related disclosure rules in March 2024, but the rules 
were subsequently stayed during litigation, and in March 
2025 the Commission voted to end its defense of them. 
By contrast, the European framework has remained more 
coherent institutionally, even though its scope and imple-
mentation timetable have been revised as part of the EU 
simplification agenda (Securities and Exchange Commis-
sion, 2024, 2025; European Commission, 2025a; Europe-
an Union, 2025, 2026).

For SMEs, the most important change is that the earli-
er expectation of a broad mandatory reporting regime for 
listed SMEs has been fundamentally revised. First, Direc-
tive (EU) 2025/794 postponed by two years the sustain-
ability-reporting requirements that were due to start for 
additional large undertakings and listed SMEs. Second, 
Directive (EU) 2026/470 narrowed the main mandatory 
reporting scope to undertakings that exceed both EUR 450 
million in net turnover and an average of 1,000 employees 
during the financial year. As a result, listed SMEs are no 
longer at the centre of mandatory sustainability reporting 
in the EU. This has increased the practical relevance of 
proportionate, voluntary, and value-chain-oriented report-
ing tools for SMEs.

Table 1: ESG indicators for SMEs

Source: Eurochambres (2023)

Requested 
indicators

CO2/Energy 
indicators

Requirements 
for grants and 

subsidies

Use of 
Proceeds

Sustainability 
KPIs Certificates ESG ratings 

and rankings
Non-evalu-

able

39.7% 17.2% 13.8% 8.6% 6.9% 1.7% 12.1%

Source of 
requests

Customers Banks Government 
agencies Suppliers Others

41.7% 32% 9.9% 10.7% 5.7%
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Table 2: Sustainability reporting regulation

Source: Authors’ own compilation based on European Commission (2023, 2025a, 2025b), European Union (2025, 2026), IFRS Foundation 
(2023a, 2023b), and Securities and Exchange Commission (2024, 2025).

Sustainability reporting regulation

Region Regulation Target groups

European Union

Non-Financial Reporting Directive

(NFRD) Listed companies, banks, in-
surance companies, and other 

public-interest entitiesCorporate Sustainability Reporting Directive (CSRD)

EU Taxonomy

Financial market participants
Sustainable Finance Disclosure Regulation (SFDR)

United States
SEC Climate Guidance

Nasdaq’s Board Diversity Rules

Table 3: Final VSME Standard

Module Main disclosures

Basic Module

B1 Basis for preparation;   
B2 Practices, policies and future initiatives for transitioning towards a more sustainable economy; 
B3 Energy and greenhouse gas emissions; 
B4 Pollution of air, water and soil; 
B5 Biodiversity; 
B6 Water; 
B7 Resource use, circular economy and waste management; 
B8 Workforce – General characteristics; 
B9 Workforce – Health and safety; 
B10 Workforce – Remuneration, collective bargaining and training; 
B11 Convictions and fines for corruption and bribery.

Comprehensive Module

C1 Strategy: Business model and sustainability-related initiatives; 
C2 Description of practices, policies and future initiatives for transitioning towards a more sustain-
able economy; 
C3 GHG reduction targets and climate transition; 
C4 Climate risks; 
C5 Additional workforce characteristics; 
C6 Additional own workforce information – Human rights policies and processes; 
C7 Severe negative human rights incidents; 
C8 Revenues from certain activities and exclusion from EU reference benchmarks; 
C9 Gender diversity ratio in the governance body.

Source: Authors’ own compilation based on European Commission (2025b), Annex I, and EFRAG (2024).
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Within the evolving EU sustainability reporting archi-
tecture, the European Sustainability Reporting Standard 
for Listed Small and Medium-sized Enterprises (ESRS 
LSME) refers to the earlier draft standard intended for list-
ed SMEs, whereas the Voluntary Sustainability Reporting 
Standard for non-listed micro-, small-, and medium-sized 
undertakings (VSME) now functions as the main propor-
tionate voluntary reporting framework for SMEs outside 
the mandatory scope. A draft LSME standard was devel-
oped during an earlier phase of CSRD implementation; 
however, following the Omnibus proposals, the LSME 
standard was not taken forward and is no longer part of the 
current SME reporting architecture (EFRAG, 2025).

In this context, the VSME framework becomes the 
central SME reporting reference in the EU. EFRAG de-
livered the final VSME Standard to the European Com-
mission in December 2024, and the Commission adopted 
it as Recommendation (EU) 2025/1710 in July 2025. The 
VSME is designed as a proportionate disclosure tool for 
non-listed micro-, small-, and medium-sized undertakings, 
particularly in contexts where sustainability information 
is requested by banks, investors, and corporate customers. 
Its role became even more important as the policy debate 
shifted away from mandatory reporting for listed SMEs 
toward proportionate, voluntary, and value-chain-oriented 
information requests (EFRAG, 2024; European Commis-
sion, 2025b).

The final VSME is structured into two modules: a Basic 
Module and a Comprehensive Module. The Basic Module 
constitutes the entry point and minimum reporting basis, 
while the Comprehensive Module adds datapoints typical-
ly requested by banks, investors, and business customers. 
The VSME can reduce duplication in ESG requests, sup-
port access to finance, and provide a common language for 
the exchange of sustainability information between SMEs 
and their stakeholders (European Commission, 2025b; 
EFRAG, 2024). Table 3 summarizes the final VSME ar-
chitecture and highlights how the Basic and Comprehen-
sive modules differ in scope and expected user needs.

Taken together, the stakeholder and reporting dimen-
sions discussed in this section define the institutional and 
organizational context of sustainability transition in SMEs. 
Stakeholder pressures help explain why SMEs adopt and 
communicate sustainable practices, while proportion-
ate reporting frameworks shape how these practices are 
translated into comparable sustainability information for 
external audiences. The remaining question is how the lit-
erature connects this transition to business performance. 
Rather than testing such relationships directly, the next 
section addresses this issue through bibliometric mapping 
and examines how prior research has linked sustainabili-
ty transition in SMEs to performance-related themes such 
as innovation, competitiveness, operational improvement, 
and broader organizational outcomes.

Figure 2: Annual distribution of articles included in the bibliometric dataset (2006–2026)
Source: Authors’ own elaboration based on Scopus data
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3	 Research method

To assess the performance implications of sustainabil-
ity transition in SMEs, this study combines a conceptual 
literature review with bibliometric mapping. The stake-
holder-incentive and reporting sections rely on a focused 
narrative synthesis, whereas the performance section is 
based on a structured Scopus search and a keyword co-oc-
currence analysis using VOSviewer. In line with the pa-
per’s integrative objective, the final query included terms 
related not only to sustainability and SME context, but 
also to transition, disclosure, reporting, competitiveness, 
innovation, and performance. Following Zupic and Čater 
(2015) and Donthu et al. (2021), we searched Scopus 
using the following query: TITLE-ABS-KEY( ( sustain-
ab* OR ESG OR “corporate social responsibility” OR 
CSR OR “circular economy” OR “green innovation” OR 
“sustainability reporting” OR “non-financial reporting” ) 
AND ( “small and medium-sized enterprise*” OR SME* 
OR “small business*” OR “medium-sized enterprise*” ) 
AND ( transition* OR adoption OR implementation OR 
integration OR reporting OR disclosure OR performance 
OR competitiv* OR innovat* OR “financial performance” 
OR “operational performance” )). The search was limit-
ed to English-language journal articles published between 
1994 and 2026 in the subject areas of Business, Manage-
ment and Accounting, and Economics, Econometrics and 
Finance. Because the bibliometric dataset is limited to 
Scopus, the results should be interpreted as a structured 

representation of the field rather than as an exhaustive cen-
sus of all relevant publications. This limitation is particu-
larly relevant for transition-related research that may be 
indexed differently across databases. The process yielded 
7,142 documents and 25,748 author keywords.

Figure 2 presents the annual distribution of the articles 
included in the bibliometric dataset, highlighting the strong 
increase in publication activity over time. Given that only 
133 of the 7,142 retrieved articles (1.9%) were published 
before 2006, Figure 2 presents publication trends only for 
2006–2026, as the earlier years account for a negligible 
share of the dataset and would reduce the visual clarity of 
the figure without changing the substantive interpretation 
of temporal dynamics. 

The reporting of the literature identification and screen-
ing process follows the logic of transparent review report-
ing recommended by Page et al. (2021) (see Table 4). We 
then harmonized the keyword set by expanding acronyms, 
standardizing singular and plural forms, merging closely 
related terms, and excluding irrelevant items. A co-occur-
rence map was subsequently generated in VOSviewer, and 
a minimum occurrence threshold of 10 was retained in the 
final map to focus on the most salient concepts. The result-
ing network included 681 keywords grouped into 8 clus-
ters. Because the bibliometric dataset is based on a single 
database, the results should be interpreted as a structured 
representation of the field rather than as an exhaustive cen-
sus of all relevant studies (Zupic & Čater, 2015; Donthu 
et al., 2021). 

Table 4: Main steps of the bibliometric literature review

Source: Authors’ own elaboration based on Page et al. (2021)

Systematic lit-
erature review

Sample identification
Source: Scopus database 
Search criteria: sustainability-related terms AND SME-re-
lated terms AND performance-related terms

7,142 documents, 
25,748 keywords

Screening

Document type: English journal articles  
Subject area: Business, management and accounting, 
Economics, econometrics and finance 
Period: 1994-2025

Keyword standard-
ization

Elimination acronyms 
Unification of singular to plural keywords 
Combination of closely related keywords 
Exclusion of irrelevant keywords 
Relevancy threshold of 5 occurrences 

681 keywords, 8 
clusters

Keyword and co-oc-
currence analysis

Relevancy threshold of 10 occurrences 
Minimum cluster size of 5
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Figure 3: Co-occurrence network about the impact of sustainability transition on business performance
Source: Scopus and VOSviewer

Figure 3 presents the network visualization map of the 
keyword co-occurrence analysis. The size of the nodes 
indicates the number of occurrences, while the thickness 
of the links reflects the strength of relationships between 
the keywords. The network contains 681 nodes and 35,492 
links, with a total link strength of 92,725, indicating a 
highly interconnected keyword structure within the SME 
sustainability-transition literature. Eight clusters emerge 
from the map, reflecting the multidimensional structure of 
the literature on sustainability transition in SMEs across 
operational, strategic, stakeholder-, reporting-, and so-
cio-organizational dimensions. 

The eight-cluster decomposition of the sustainabil-
ity–performance nexus in SMEs provides a fine-grained 
structure. Clusters 2 and 4 primarily capture innovation 
and competitiveness mechanisms, Clusters 1 and 7 reflect 
operational and circular-economy transformation, Cluster 
3 centers on stakeholder-, finance-, and governance-relat-
ed incentives, Cluster 6 captures reporting and digitally 
enabled sustainability management, while Clusters 5 and 
8 express the broader socio-organizational and normative 
context of the transition. 

The first cluster highlights resource efficiency and in-
dustrial decarbonization as an operational foundation of 
sustainability transition. Although several terms in this 
cluster are sector-specific, the common logic is that sus-
tainability improves performance by enabling firms to re-
design processes, reduce waste, and lower emissions and 
energy intensity. Porter and van der Linde (1995) provide 
the classic argument that well-designed environmental 
pressures can stimulate innovation and productivity, while 

Aboelmaged (2018) shows that sustainable manufactur-
ing practices strengthen competitive capabilities in SMEs. 
This cluster, therefore, supports the view that operation-
al sustainability is not merely a compliance burden but a 
route to efficiency gains and process upgrading.

The second cluster captures innovation, digital trans-
formation, and capability-based competitive advantage. 
Bos-Brouwers (2010) links sustainability-oriented SME 
behaviour to innovation and value creation, and Ardito 
et al. (2021) show that digital and environmental orienta-
tions jointly enhance innovation performance. Cantele and 
Zardini (2018) likewise find that sustainability can become 
a competitive advantage for small firms through mediat-
ing mechanisms such as innovation and reputation. Ac-
cordingly, innovation should be interpreted not only as an 
outcome of sustainability transition but also as a dynamic 
capability that enables SMEs to scale sustainable practices 
and convert them into superior performance.

The third cluster reflects the stakeholder–finance–gov-
ernance interface of the transition. The co-occurrence of 
sustainability, stakeholders, finance, ESG, technology 
adoption, and policy-related terms indicates that SME 
sustainability is increasingly shaped by external expecta-
tions and market institutions. Cheng et al. (2014) show that 
stronger CSR performance is associated with better access 
to finance, while Friede et al. (2015) demonstrate in a large 
meta-synthesis that ESG is positively related to financial 
performance in the majority of empirical studies. Fatemi 
et al. (2018) further suggest that disclosure strengthens the 
value relevance of ESG performance. This cluster reflects 
that stakeholder incentives and disclosure demands are not 
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external to performance but are among its main transmis-
sion mechanisms.

The fourth cluster focuses on strategy, business mod-
els, entrepreneurship, and market-facing implementation. 
Bocken et al. (2014) show that sustainable business mod-
els reconfigure how firms create, deliver, and capture val-
ue, while Lee (2008b) argues that small suppliers enter 
green supply-chain initiatives when market pressures and 
internal capabilities are aligned. Together with Carter and 
Rogers (2008), this literature suggests that sustainability 
becomes performance-relevant when embedded in strat-
egy, business model design, marketing, and interorgani-
zational coordination rather than treated as a stand-alone 
CSR activity. For SMEs, the implication is that sustaina-
bility transition is most effective when linked to entrepre-
neurial strategy and market positioning.

The fifth cluster focuses on the socio-organizational 
context of the transition, including small businesses, gov-
ernment, employment, risk management, stakeholder en-
gagement, and training. This cluster is more heterogeneous 
than the previous ones, but it is important because it shows 
that sustainability adoption depends on organizational rou-
tines, managerial commitment, and local embeddedness. 
Revell et al. (2010) and Williams and Schaefer (2013) 
both emphasize that SME engagement with sustainability 
is shaped by managerial values, perceived constraints, and 
limited organizational slack. Hence, sustainability policies 
aimed at SMEs should combine incentives with training, 
advisory support, and capability development rather than 
assuming that compliance pressure alone will generate 
performance improvements.

The sixth cluster centers on reporting, standards, and 
digitally enabled sustainability management. The promi-
nence of environmental management, sustainable devel-
opment goals, sustainability reporting, Industry 4.0, sup-
ply chain, and performance measurement indicates that 
transition is increasingly mediated by metrics, routines, 
and formal management systems. Adams (2002) shows 
that reporting quality depends on internal organizational 
factors, Kolk (2008) demonstrates that sustainability dis-
closure is closely related to governance and accountabil-
ity structures, and Hillary (2004) underlines the specific 
implementation challenges faced by smaller firms in en-
vironmental management systems. This cluster directly 
supports the paper’s reporting dimension by showing that 
proportionate disclosure and measurement systems are 
enabling infrastructures of sustainability transition, not 
merely communication add-ons.

The seventh cluster highlights circular economy, 
eco-innovation, environmental policy, and implementa-
tion drivers. Dey et al. (2020) and Dey et al. (2022) show 
that circular-economy adoption in SMEs depends on both 
internal capabilities and ecosystem-level enablers, while 
Seuring and Müller (2008) and Carter and Rogers (2008) 
demonstrate that sustainability gains in supply chains 
emerge from coordinated interorganizational practices 
rather than isolated firm action. Accordingly, this cluster 
strengthens the paper’s policy implications: SMEs are 
more likely to realize operational and competitiveness 
gains when regulation, procurement, and value-chain gov-
ernance reduce uncertainty and reward implementation.

Figure 4: The overlay visualization of the co-occurrence network
Source: Scopus and VOSviewer
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The eighth cluster, which is small and organized 
around environmental factors and environmental responsi-
bility, should be interpreted as a residual but theoretically 
meaningful normative cluster. Its limited size suggests that 
environmental responsibility no longer appears as an iso-
lated topic; instead, it has been absorbed into broader dis-
cussions of innovation, performance, reporting, and stake-
holder management. This reading is consistent with the 
shift from a narrow ethics-versus-profit framing toward a 
more integrated view in which environmental responsibil-
ity is embedded in organizational processes and long-term 
value creation (Porter & van der Linde, 1995; Eccles et al., 
2014; Fatemi et al., 2018).

Taken together, the eight clusters suggest a multi-level 
logic of sustainability transition in SMEs. Operational up-
grading and circular practices improve resource efficiency; 
innovation, digital transformation, and business-model re-
design strengthen competitiveness; stakeholder pressure, 
finance, and reporting shape legitimacy and access to 
resources; and organizational routines determine wheth-
er firms can implement sustainable practices at all. Inter-
preted in this way, the clusters are not isolated topics but 
mutually reinforcing pathways through which stakeholder 
incentives, reporting infrastructures, and performance out-
comes become connected. Based on these findings, SME 
sustainability should be understood not as a marginal re-
porting burden, but as a capability-building process that 
can translate external pressure into innovation, resilience, 
and long-term value creation.

Appendix 1 summarizes the results of the keyword 
co-occurrence analysis by presenting the most frequent 
and conceptually most representative keywords, together 
with concise thematic descriptions of the eight identified 
clusters.

To explore emerging research directions, Figure 4 pre-
sents an overlay visualization of the co-occurrence net-
work, where node colour indicates the average publication 
year for each keyword. The map shows that recent research 
increasingly focuses on artificial intelligence, digital trans-
formation, digitalization, ESG, green finance, and sustain-
ability-related performance, alongside decarbonization 
and energy transition themes. This pattern suggests that the 
sustainability-performance literature on SMEs is moving 
toward a more integrated view, in which environmental 
transition and digital capability development are closely 
connected research streams.

4	 Discussion

This study develops an integrative framework for un-
derstanding sustainability transition in SMEs by linking 
stakeholder incentives, reporting frameworks, and perfor-
mance implications. Rather than treating these dimensions 
as separate conversations, the paper argues that SMEs en-

counter them as interconnected elements of a single transi-
tion process. The conceptual model positions stakeholder 
pressure, information disclosure, and performance effects 
within a common analytical sequence, while the biblio-
metric analysis provides a more fine-grained map of the 
performance-related literature.

The bibliometric results refine rather than overturn the 
conceptual model’s logic. The eight-cluster solution sug-
gests that the performance implications of sustainability 
transition in SMEs are broader and more multidimensional 
than a simple innovation–competitiveness–financial per-
formance–operational performance typology would imply. 
More specifically, Clusters 1 and 7 capture the operation-
al and circular-economy foundations of the transition, 
highlighting resource efficiency, decarbonization, waste 
reduction, and implementation through supply-chain and 
policy-related mechanisms. Clusters 2 and 4 reflect inno-
vation, digital transformation, business model adaptation, 
and strategic competitiveness, indicating that sustainability 
becomes performance-relevant when embedded in entre-
preneurial strategy and dynamic capability development. 
Clusters 3 and 6 bring stakeholder-, finance-, governance-, 
and reporting-related concepts to the forefront, showing 
that disclosure, performance measurement, and access to 
finance are not peripheral to SME sustainability but are 
part of the infrastructure through which the sustainability 
transition is organized and legitimized. Finally, Clusters 5 
and 8 point to the socio-organizational and normative em-
bedding of the transition, emphasizing managerial com-
mitment, training, stakeholder engagement, organizational 
routines, and the continued relevance of environmental re-
sponsibility as a background normative orientation.

Interpreted in this way, the bibliometric map supports 
three broader conclusions. First, sustainability transition in 
SMEs is not a narrow environmental management issue 
but a strategic and organizational transformation shaped 
by external stakeholder expectations and internal capa-
bility development. This interpretation is consistent with 
stakeholder theory, which suggests that long-term value 
creation depends on how firms manage the claims, expec-
tations, and contributions of multiple stakeholder groups 
(Freeman, 1984; Donaldson & Preston, 1995; Hörisch et 
al., 2014). Second, the bibliometric structure shows that 
performance effects are rarely direct. Rather, they are me-
diated by innovation, business-model redesign, reporting 
routines, operational upgrading, and access-to-resource 
mechanisms. This finding also aligns with prior work ar-
guing that sustainability-related practices influence per-
formance through competitive advantage, organizational 
learning, and improved stakeholder relationships (Porter 
& van der Linde, 1995; Bos-Brouwers, 2010; Cantele & 
Zardini, 2018). Third, the presence of reporting, ESG, 
finance, and governance terms in the bibliometric map 
strengthens one of the central claims of this paper: for 
SMEs, sustainability reporting should not be interpreted 
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merely as a downstream communication exercise, but as a 
coordinating infrastructure that links stakeholder expecta-
tions, financing conditions, and strategic adaptation.

From a practical perspective, the findings suggest that 
SME managers should not approach sustainability tran-
sition as a stand-alone compliance task. The literature 
reviewed in this study indicates that the strongest perfor-
mance benefits are most likely to emerge when sustainable 
practices are integrated into innovation activities, business 
model development, operational improvement, and stake-
holder management. In this respect, reporting also has a 
practical function beyond formal disclosure. Proportion-
ate reporting tools can reduce information asymmetries, 
support access to finance, and improve coordination with 
customers, suppliers, and other business partners. This 
is particularly relevant in the current European context, 
where the narrowing of the mandatory reporting scope has 
increased the importance of proportionate and voluntary 
reporting frameworks for SMEs (European Union, 2025, 
2026; European Commission, 2025b).

5	 Conclusion

This paper examined sustainability transition in SMEs 
through the combined lenses of stakeholder incentives, 
reporting frameworks, and performance implications. The 
analysis suggests that sustainability transition in SMEs 
should be understood as a stakeholder-driven strategic pro-
cess in which external pressures, reporting requirements, 
and organizational capabilities interact rather than as a nar-
row compliance issue.

The paper makes three main contributions. First, it in-
tegrates stakeholder theory, sustainability reporting, and 
performance-related literature into a single framework 
for analysing the sustainability transition of SMEs. Sec-
ond, it updates the reporting dimension of the debate by 
showing that, in the current European context, the practi-
cal importance of proportionate and voluntary frameworks 
has increased relative to earlier expectations of a broader 
mandatory reporting regime for SMEs. Third, the biblio-
metric analysis shows that the literature is structured into 
eight clusters, which can be synthesized into four broader 
logics: operational and circular transformation; innova-
tion and strategic competitiveness; stakeholder-, finance-, 
governance-, and reporting-related infrastructures; and so-
cio-organizational and normative embedding.

These findings suggest that the performance relevance 
of sustainability transition in SMEs is most plausible when 
sustainable practices are embedded in business-model 
adaptation, digital and organizational capability develop-
ment, resource efficiency, and stakeholder coordination. 
Transparent and proportionate reporting can support this 
process by reducing information frictions, facilitating ac-
cess to finance, and strengthening value-chain relation-

ships. In this sense, sustainability transition should be 
seen not as an isolated reporting burden, but as a capabili-
ty-building and coordination process that can contribute to 
innovation, resilience, and long-term value creation.

The study also has limitations. Because the bibliomet-
ric analysis is based on Scopus only and relies on keyword 
co-occurrence, the results should be interpreted as a struc-
tured representation of the field rather than as evidence of 
causal effects. Future research should therefore extend the 
database coverage, examine sector- and country-specific 
transition patterns, and test the causal links between sus-
tainability practices, reporting intensity, and SME perfor-
mance through longitudinal and mixed-method designs 
(Donthu et al., 2021; Page et al., 2021; Friede et al., 2015).
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Trajnostni prehod v MSP: spodbude deležnikov, okviri poročanja in implikacije za uspešnost poslovanja

Izhodišča in namen: Prispevek obravnava trajnostni prehod v malih in srednje velikih podjetjih (MSP) skozi tri 
medsebojno povezane vidike: spodbude deležnikov, trajnostno poročanje in implikacije za uspešnost poslovanja. 
Na podlagi teorije deležnikov razvija integrativni okvir, ki prikazuje, kako pritiski kupcev, dobaviteljev, financerjev, 
zaposlenih, lokalnih skupnosti in regulatorjev oblikujejo uvajanje ter razkrivanje trajnostnih poslovnih praks.
Metode: Prispevek združuje konceptualno sintezo literature in strukturiran bibliometrični pregled. Dela, ki obravna-
vajo spodbude deležnikov in poročanje, temeljita na sintezi teoretične in regulativne literature, medtem ko se del 
o implikacijah za uspešnost opira na strukturiran pregled literature v bazi Scopus ter analizo sopojavljanja ključnih 
besed z uporabo programa VOSviewer.
Rezultati: Konceptualna sinteza kaže, da so pritiski deležnikov in zahteve po informacijah v vrednostni verigi ključni 
dejavniki trajnostnega prehoda MSP. Pregled okvirov poročanja kaže, da se je pri MSP regulativno težišče premak-
nilo v smer sorazmernih in pretežno prostovoljnih orodij poročanja, zlasti okvira VSME v Evropski uniji. Bibliometrič-
na analiza opredeli osem skupin, ki jih je mogoče sintetizirati v štiri širše logike: operativna in krožna preobrazba; 
inovacije in strateška konkurenčnost; infrastrukture, povezane z deležniki, financami, upravljanjem in poročanjem; 
ter socialno-organizacijska in normativna umeščenost. To nakazuje, da je trajnostni prehod MSP večdimenzionalen 
proces izgradnje zmogljivosti.
Sklep: Trajnostni prehod v MSP je treba razumeti ne le kot vprašanje skladnosti z zahtevami, temveč kot strateški 
proces, ki ga usmerjajo deležniki. Za MSP lahko pregledno in sorazmerno poročanje podpira dostop do financiranja 
in vključevanje v vrednostne verige, medtem ko lahko trajnostne prakse izboljšajo inovativnost, konkurenčnost in 
dolgoročno uspešnost poslovanja.

Ključne besede: Trajnostni prehod, Spodbude deležnikov, Teorija deležnikov, Trajnostno poročanje, Uspešnost po-
slovanja, Inovativnost, Konkurenčnost
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Appendix 1

c Keywords and frequencies Short description

Resource efficien-
cy and industrial 
decarbonization

environmental impact (152), energy efficiency 
(108), environmental protection (98), climate 
change (94), renewable energy (83), recycling 
(82), waste management (75), carbon emis-
sions (68), environmental technology (66)

This cluster captures the operational decarboniza-
tion dimension of the literature. It suggests that 
sustainability transition in SMEs is frequently linked 
to energy efficiency, waste reduction, emissions 
management, and cleaner production, especially in 
manufacturing and industrial contexts.

Innovation and 
capability-based 
competitive advan-
tage

small and medium-sized enterprises (3281), 
innovation (809), corporate social responsi-
bility (563), green innovation (256), digital 
transformation (213), supply chain manage-
ment (207), sustainable performance (164), 
competitive advantage (138), artificial intelli-
gence (137), dynamic capabilities (103)

This cluster reflects the core capability-building 
pathway of sustainability transition. It indicates that 
CSR, innovation, green innovation, digital transfor-
mation, and dynamic capabilities help SMEs translate 
sustainability efforts into competitive advantage and 
improved firm performance.

Stakeholder, 
finance, and gover-
nance pressures

sustainability (1549), business (219), competi-
tiveness (199), stakeholders (166), technology 
adoption (138), performance assessment 
(136), economic development (125), finance 
(89), policy making (77), ESG (67)

This cluster highlights the stakeholder- and in-
stitution-driven side of sustainability transition. 
It suggests that SME sustainability is shaped by 
external expectations, access to finance, governance 
pressures, and technology adoption, all of which in-
fluence competitiveness and performance outcomes.

Strategy, business 
models, and market 
implementation

sustainable development (1217), manufactur-
ing (387), entrepreneurship (195), compe-
tition (170), commerce (137), supply chains 
(113), marketing (104), knowledge manage-
ment (96), business models (87), strategy (59)

This cluster shows that sustainability becomes per-
formance-relevant when it is embedded in business 
models, entrepreneurship, marketing, and strategic 
market implementation. It captures the market-fac-
ing and organizational mechanisms through which 
SMEs operationalize sustainability.

Socio-organization-
al resilience and 
SME context

covid-19 (139), small business (131), econom-
ics (105), government (61), risk assessment 
(55), risk management (53), employment 
(49), productivity (48), stakeholder engage-
ment (32), training (32)

This cluster reflects the broader socio-organizational 
context of sustainability transition in SMEs. It empha-
sizes resilience, risk management, government sup-
port, and stakeholder engagement, suggesting that 
transition outcomes depend not only on strategy but 
also on organizational and contextual conditions.

Reporting, stan-
dards, and digital 
sustainability man-
agement

environmental management (236), deci-
sion-making (216), sustainable development 
goals (194), environmental sustainability 
(165), industry 4.0 (144), corporate sustain-
ability (64), supply chain (62), sustainability 
reporting (59), sustainable manufacturing 
(48), internet of things (40)

This cluster captures the formal management, 
reporting, and digital monitoring infrastructure of 
sustainability transition. It indicates that environ-
mental management systems, SDG-related framing, 
sustainability reporting, and Industry 4.0 technolo-
gies increasingly structure how SMEs manage and 
communicate sustainability.

Circular economy 
and policy-enabled 
transition

circular economy (371), barriers (81), eco-in-
novation (80), environmental policy (75), 
implementation process (40), market condi-
tions (37), drivers (34), economic activity (30), 
environmental issues (28), governance (27)

This cluster represents the circular-economy and 
policy-enabled pathway of transition. It suggests that 
eco-innovation, environmental policy, governance, 
and implementation drivers play a central role in 
enabling SMEs to adopt circular and sustainabili-
ty-oriented practices.

Environmental 
responsibility as a 
normative layer

environmental factors (30), environmental 
responsibility (14)

This small residual cluster reflects the normative 
foundation of the field. Rather than forming a large 
independent stream, environmental responsibility 
appears here as an overarching background principle 
that informs the broader strategic, operational, and 
reporting-related sustainability agenda.




