


Images: Getty Images

Contents

Foreword
Executive summary

Introduction

1 Boosting economic and environmental impact: Sustainability as a

business enabler

1.1 Reducing costs and emissions through operational efficiency
1.2 Strengthening talent attraction and retention
1.3 Unlocking new business models and revenue

2 Manufacturing SMEs and mid-sized companies’ perspectives on

environmental sustainability

3 An actionable sustainability roadmap for SMEs and mid-sized

manufacturers

4 Supporting SMEs and mid-sized manufacturers to advance their

environmental sustainability goals
Conclusion
Appendix
Contributors

Endnotes

Disclaimer

This document is published by the

World Economic Forum as a contribution
to a project, insight area or interaction.
The findings, interpretations and
conclusions expressed herein are a result
of a collaborative process facilitated and
endorsed by the World Economic Forum
but whose results do not necessarily
represent the views of the World Economic
Forum, nor the entirety of its Members,
Partners or other stakeholders.

© 2025 World Economic Forum. All rights
reserved. No part of this publication may
be reproduced or transmitted in any form
or by any means, including photocopying
and recording, or by any information
storage and retrieval system.

Sustainability Meets Growth: A Roadmap for SMEs and Mid-Sized Manufacturers

11

17

22
23
24
26

2



June 2025

Sustainability Meets Growth:
A Roadmap for SMEs and Mid-Sized Manufacturers

Foreword

Kiva Allgood
Managing Director,
World Economic Forum

Environmental sustainability has become a
cornerstone of the global agenda, and the need

for collective action has never been more urgent,

as the opportunity to cap global warming at 1.5°C
above pre-industrial levels is rapidly escaping.
Governments and industry both play a crucial role in
this transition, whether through policy or corporate
sustainability efforts aimed at reducing carbon
footprints. In parallel, rising geopolitical tensions and
growing supply chain complexity highlight the urgent
need to support and empower smaller businesses,
whose resilience and adaptability are essential to
economic growth and societal well-being.

Small and medium-sized enterprises (SMEs) and
mid-sized companies’ risk being left behind in this
critical transition, not because they lack potential to
benefit from it but because the current sustainability
agenda often overlooks their unique realities.

Unlike large corporations, SMEs and mid-sized
manufacturers face distinct challenges: tighter cash
flow that makes upfront investments daunting, less
bargaining power to influence green procurement
throughout supply chains and limited capacity

to navigate complex reporting frameworks. Yet
excluding these businesses from the sustainability
transformation is not only inequitable but also
economically and environmentally unsustainable
given that they represent 90% of all businesses and
account for nearly 70% of global jobs? and 40% of
industrial pollution across OECD countries.®

Esther Finidori
Chief Sustainability Officer,
Schneider Electric

This raises a critical question: what are the most
effective levers that SMEs and mid-sized companies
can adopt to accelerate change? As humanity
strives to address climate change, it is time to rethink
traditional approaches and explore innovative,
scalable solutions as well as collective actions in the
public and the private sectors and for companies of
all sizes to deliver a positive environmental impact
while promoting economic growth.

Although SMEs and mid-sized companies face
distinct challenges, they also possess the agility
and potential to drive meaningful change when
equipped with the right tools and support. By
aligning sustainability with business strategy — not
as a cost but as a competitive advantage — they
can contribute significantly to global climate goals
while securing long-term economic growth.

It is time to mobilize collective action in the public
and private sectors to equip companies of all
sizes in the manufacturing ecosystem with the
knowledge, resources and roadmaps needed to
thrive in a rapidly evolving world, ensuring that
no one is left behind in the transition to a more
sustainable future.
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Executive summary

Sustainability is more than just a
responsibility — this paper looks at how
SMEs and mid-sized manufacturers can
turn it into a strategic growth opportunity
with the right support and a clear roadmap.

Small and medium-sized enterprises (SMEs) and
mid-sized companies form the backbone of the
global economy, accounting for approximately 70%
of employment and 90% of businesses worldwide.*
However, despite their collective impact, they often
face unique challenges in adopting sustainability
practices, ranging from limited resources to a lack
of knowledge and expertise. This has resulted

in a slower integration of sustainability practices
among SMEs and mid-sized companies in the
manufacturing and supply chain ecosystem
compared to large multinational corporations
(MNCs), which have started to embrace the benefits
and potential of sustainability in areas such as
low-carbon product innovation, circular supply
chain models, green procurement and enhanced
sustainability reporting to meet investor and
regulatory expectations.

Sustainability Meets Growth: A Roadmap for
SMEs and Mid-Sized Manufacturers challenges
the mindset that sustainability is merely a cost by
reframing it as an inclusive opportunity, aligned
with the realities and needs of SMEs and mid-sized
companies. To drive an inclusive and scalable
sustainability transformation of industries, the World
Economic Forum, in collaboration with Schneider
Electric, has launched the SME Sustainability
Accelerator, building on the meaningful impact

of the Industry Net Zero Accelerator initiative and
shared expertise developed within its scope, and
the work of the Forum’s global Chief Operating
Supply Chain & Procurement Officers Community
on supporting the digitalization of SMEs for supply
chain resilience, sustainability and competitiveness.

The SME Sustainability Accelerator aims to
strengthen the business case for sustainability
among SMEs and mid-sized companies, equip them
with actionable roadmaps and mobilize targeted
support from both public and private sectors.

By mapping the current landscape, identifying
important barriers and enablers and articulating

the needs of this community, it enables smaller
manufacturers to embed sustainability as a core
driver of long-term growth and competitiveness.

Based on insights from a global survey of 60
manufacturing SMEs and mid-sized companies
from diverse geographical areas and sectors, along
with consultations with industry and policy experts,
this paper introduces a roadmap with five key
stages for incorporating environmental sustainability
into a company’s strategy and implementation,
tailored for the SME and mid-sized manufacturer
community. It also includes a summary of key
support mechanisms and existing resources

that can best enable them to be successful in

this transition.

Industries stand at a pivotal moment where
sustainability is not just a choice but rather a
strategic imperative for long-term competitiveness.
Manufacturing SMEs and mid-sized companies can
emerge as powerful drivers of a more sustainable
and resilient global economy. With tailored support
and applying an actionable roadmap, they have

the potential to lead the transformation towards a
sustainable future for manufacturing.
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Introduction

The important part SMEs and mid-sized
companies play in industrial supply

chains means their role is crucial in reducing
emissions and the environmental footprint.

Industrial operations are central to the climate
challenge, as direct and indirect emissions from
industries accounted for 34% of global emissions
in 2019.° Manufacturing SMEs and mid-sized
companies constitute a significant portion of these
emissions, as research estimates show that SMEs
alone represent roughly 40% of industrial pollution
in Organisation of Economic Co-operation and
Development (OECD) countries.® (Note that for
the purposes of this paper, SMEs are defined as
companies with approximately €10 million—-€50
million in annual turnover, and mid-sized companies
as approximately €50 million—€1.5 billion [up to
$1.75 billion] in annual turnover.)

To better understand how SMEs and mid-sized
companies fit into the overall industrial emissions
picture, a review of Scope 1, Scope 2 and Scope 3
emissions distribution across industries is helpful.

Figure 1 shows the estimated Scope 1, Scope 2
and Scope 3 emissions breakdown in a number

of industries based on CDP (formerly the Carbon
Disclosure Project) data.” With the exception of
the cement and concrete and transport services
industries, all of the listed sectors have the majority
of their emissions stemming from Scope 3.
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FIGURE 1

Scope 1, 2 and 3 emissions for selected industries
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Source: Extracted from CDP and Capgemini Invent. (2023, July). From stroll to sprint: A race against for corporate decarbonization; CDP. (2022).
CDP, CDP Technical Note: Relevance of scope 3 categories by sector.

An important takeaway is that to reduce industry
emissions effectively, companies must address their
Scope 3 emissions. For those with the majority of
emissions in the Scope 3 upstream category, this
will require active engagement with their suppliers.
SMEs and mid-sized companies play a significant
role in the supply chain of many large corporations,
making it essential for those aiming to reduce their
carbon footprint to integrate SMEs and mid-sized
suppliers into their decarbonization strategies.

In 2024, the World Economic Forum launched the
SME Sustainability Accelerator in collaboration

with Schneider Electric to support manufacturing
SMEs and mid-sized companies in accelerating the
sustainability transformation.

Drawing on insights from a global survey with 60
SMEs and mid-sized companies and interviews
with industry and policy experts, the following
sections outline an SME’s roadmap for integrating
sustainability into corporate strategies as well as
key support mechanisms and resources to help
SMEs and mid-sized manufacturers succeed in
this transition.
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1.1

1.2

Boosting economic
and environmental
impact: Sustainability
as a business enabler

Companies are using sustainability
initiatives to streamline operations, attract
talent and drive innovation and growth.

Manufacturers across sectors face a common
challenge of managing cost pressures while
continuing to drive business growth. This task

has become increasingly complex amid ongoing
supply chain disruptions, geopolitical and trade
uncertainties, and growing resource constraints.
For SMEs and mid-sized manufacturers, these
challenges are often amplified by their limited scale

and resources, which constrain their bargaining
power and operational flexibility throughout the
value chain. In the face of these challenges,
there is an opportunity for SMEs and mid-sized
manufacturers to use sustainability as a
strategic lever to unlock an array of benefits
that can help them drive growth and strengthen
long-term resilience.

Reducing costs and emissions through

operational efficiency

Viewing manufacturing operations from a
sustainability perspective can unlock substantial cost
savings, directly enhancing a company’s bottom line.
One example is the Jiangsu plant of the Yunzhibao
Foodstuff Company.? Yunzhibao Foodstuff is a
manufacturer and exporter of confectionery goods,
and its Jiangsu plant is one of the largest facilities
producing sweets and confectionaries in China.
When initially commissioning the plant to respond

to rapidly growing consumer demand, the company
knew it needed to build an operation that made

the most of innovative automation technologies to
maximize process efficiency. Working with factory

design experts and automation solution providers,
Yunzhibao incorporated sensors, power meters and
data analytics software into its production process
to ensure that its use of energy and raw materials
was as efficient as possible. These solutions enabled
the company to eliminate product deviations due

to operator error and gain process traceability from
raw materials to finished product. This enabled the
Jiangsu plant to realize a 10% increase in operational
efficiency and a 5% decrease in production costs
compared to other Yunzhibao Foodstuff facilities that
do not use digitalized automation.

Strengthening talent attraction and retention

Data from a 2021 IBM Institute for Business Value
study® shows that 69% of global respondents
would be more likely to accept a job with an
organization they consider to be environmentally
sustainable. Embedding sustainability can help
SMEs and mid-sized companies gain a competitive
advantage in the job market to attract and retain top
talent. One such example is Brewery Vivant, a craft

brewery in the United States that has incorporated
sustainability into its recruitment and employee
training strategies.'® Brewery Vivant encourages all
new employees to complete a sustainability class
and highlights its sustainability-related initiatives in
its recruitment and promotional materials, helping it
to stand out from its competitors in a crowded craft
beer market.
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Sustainability can also serve as a catalyst for
innovation, enabling SMEs and mid-sized
companies to unlock new business models and
revenue streams. For instance, some companies
are re-evaluating their production and operating
models to identify overlooked opportunities in
materials previously considered as waste. Ananas
Anam, a UK-based start-up that produces Pifhatex
— an alternative to leather used in the fashion and
apparel industry — has gone down this route.™
The company was inspired by traditional garments
made with plant-based fibres in the Philippines
and sought low-cost, natural materials to develop
a more sustainable substitute for leather. This

1.3 | Unlocking new business models and revenue

led to the creation of Pifatex,'? a textile made
from pineapple leaves — a waste by-product of
pineapple harvesting. Today, Pifatex is used by
major fashion brands such as Hugo Boss and
Paul Smith, transforming a waste stream into a
profitable product.

The above examples highlight how sustainability
can affect operational efficiency, attract talent and
create business models and revenue. While they
demonstrate the business case for sustainability, the
greater challenge lies in effectively integrating it into
a company’s operational and corporate strategy,
which is explored in the sections that follow.
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Manufacturing

SMEs and mid-sized
companies’ perspectives
on environmental
sustainability

To identify the roadmap and supporting
mechanisms most relevant to the context and
needs of manufacturing SMEs and mid-sized
companies, the SME Sustainability Accelerator
conducted a global survey from September 2024
to February 2025, which received valid responses
from 60 SMEs and mid-sized companies in diverse
sectors (including manufacturing, automotive,
chemicals, information technology, retail and
consumer goods and agriculture) and geographical
areas (Europe, the Middle East and North Africa,
East Asia, North America, South-East Asia,

Africa and South America) to understand their
perspectives, approaches taken, challenges faced
and key needs (see Appendix).

Some 68% of survey respondents indicated that
their organization has a positive perspective on

sustainability, with 38% of respondents viewing it as
a business opportunity. Only 17% of respondents
indicated that their company had minimal or no
sustainability strategies in place, highlighting that
the majority of SMEs and mid-sized firms are
exploring ways to integrate sustainability into core
business practices. Additionally, only 18% reported
that their companies are trending away from their
sustainability targets or had none in place. While it is
important to acknowledge the self-reported nature
of the survey, the findings nonetheless indicate that
SMEs are aware of the importance of sustainability
and of taking initial actions towards it.

When it comes to what drives such action, 60% of
respondents cited customers and market demand

as the primary driver for engaging in sustainability
initiatives, followed at 23% by regulatory requirements.
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FIGURE 2
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Source: Survey conducted by the SME Sustainability Accelerator of the World Economic Forum

Figure 2 highlights the main challenges faced by
SMEs and mid-sized companies in setting and/

or advancing their sustainability goals. Competing
priorities — such as cost-cutting or business
expansion — were cited by 53% of respondents as the
most significant obstacles, keeping in mind that the
current geopolitical tensions might further increase
the complexity of decision-making processes and
shift business priorities. The result suggests that
sustainability is often seen as a task to be traded
off against other priorities. However, it is important
to stress that sustainability enables key business
objectives rather than competes with them. A

well-integrated sustainability approach can reduce
operational costs and generate revenue, which can
be reinvested to support other business goals.

Additional challenges include policy uncertainty (47 %)
and financial constraints (42%). It is noteworthy that
financial constraints did not emerge as the only barrier
when it comes to hurdles to advancing sustainability
goals. Education and awareness about how
sustainability can drive core business value — along
with consistent and transparent policy and regulatory
frameworks — are also critical pillars for accelerating
sustainability progress.



An actionable
sustainability roadmap
for SMEs and mid-
sized manufacturers

Drawing on insights from the survey and stage roadmap to guide SMEs and mid-sized
consultations with stakeholders in the SME and manufacturers in effectively integrating sustainability
mid-sized manufacturing ecosystem, the SME into their operational practices and corporate
Sustainability Accelerator has developed a five- strategy (Figure 3).
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FIGURE 3

Building the
foundations

Sustainability meets growth: A roadmap tailored to SMEs and mid-sized manufacturers
to embed sustainability into their operations and strategy
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Establishing procedures
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and long-term planning
to mitigate risk, improving
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a competitive advantage
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and strategies expenditure benefits strategies efficiency and aligning with and investors
sustainability and
profitability goals
Key actions

— Participate in
training programme
and conduct self-
assessment to identify
key areas of
improvement opportunity
(e.g. energy use, water
consumption)

— Set sustainability goals
and strategies (e.g.
improve energy efficiency
by 10% by 2030)

— Engage internal
stakeholders (e.g.
operations lead, senior
leadership)

— l|dentify the most
resource-intensive
process steps with
higher impact on
operational costs

— Evaluate project
attractiveness in terms of
the return on investment
and complexity to
address metrics

— Prioritize the projects
with high return and low
complexity to start as a
pilot project

— Set up dashboards for
monitoring important
metrics such as energy
use, waste reduction and
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— Regularly review and
update sustainability
goals according to
progress

— Publish sustainability
reports for key
stakeholders (e.g.
employees, customers,
senior leaders)

Source: SME Sustainability Accelerator, the World Economic Forum

— Incorporate efficient
design (eco-design) into
product and process
development to reduce
waste

— Redefine procurement
criteria and leverage local
suppliers to reduce
transportation emissions
and build resilient supply
chains

— Drive ecosystem
collaboration throughout
the value chain

— Foster a growth mindset,
promoting learning,
creativity and agility at all
levels

— Engage external
stakeholders by
highlighting sustainability
efforts and success
stories on corporate
websites and social
media

— Use sustainability wins
in recruiting strategy
to attract top talent
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BOX 1

Building the foundations

To establish an environmental sustainability
programme effectively, manufacturers need to assess
their starting point and build an understanding of
sustainability principles and methodologies.

In an ideal scenario, companies would train
dedicated staff in the Greenhouse Gas (GHG)
Protocol, the leading framework for corporate

carbon accounting. In reality, limited time and
resources often prevent smaller firms from forming
full sustainability teams. Despite these challenges,
such companies can designate a “sustainability
lead” within their operations teams to receive
targeted training on key environmental metrics and
the basics of Scope 1, 2 and 3 emissions.

Examples of tailored training platforms for SMEs and mid-sized companies

Several initiatives have emerged to support
smaller businesses in building foundational
knowledge and an understanding of environmental
performance metrics. Here are some examples:

— The Green Industry Platform’s SME Support
Centre'® provides smaller firms and supporting
organizations with easy access to knowledge to
enhance material efficiency, energy and waste
management and water saving and implement
targeted measures towards achieving a
sustainable and resource-efficient business.

Once a baseline understanding is established,
sustainability leads can assess the company’s value
chain to identify the most important opportunities
for improving eco-efficiency. Are operations
energy-intensive, and if so, have potential efficiency
improvements been fully explored? Do the materials
used in products constitute a significant proportion
of operating expenses? When was the last time
product-design teams were tasked with optimizing
the use of costly materials in the end product? Such
questions help prioritize areas for deeper analysis.

— The SME Climate Hub'“ offers free,
accessible training modules on measuring
and reducing emissions, including practical
guidance on Scope 1, 2 and 3 emissions.

— The United Nations Global Compact SPARK

Programme'® empowers smaller businesses
through practical sustainability training

and peer learning, helping them integrate
responsible business practices into operations
and scale their impact in environmental, social
and governance areas.

In addition, internal sustainability goals and
strategies should be set at the corporate level. For
example, if a value chain review reveals fresh-water
usage as a vital area for improvement, a bold yet
achievable goal might be to improve water efficiency
per unit produced by 15% by 2030. This would
reduce the environmental footprint while increasing
profit margins. Companies should not spend an
inordinate amount of time to determine the “perfect”
target, as goals may evolve with deeper insights
and evolving processes. Targets should be made
based on logic and experience: setting targets is a
flexible process, instead of a fixed milestone.



Identifying and implementing quick wins

Once companies have completed a high-level
review of the business areas that present the
greatest opportunities for efficiency gains, specific
initiatives and projects need to be prioritized.

One method of prioritization, identified through
consultations and review of implementation
frameworks, is to evaluate potential projects in
terms of two primary metrics: return on investment
(ROI) and complexity to address.

While the ROI aims to accurately assess the
economic value a project can bring through
channels such as cost savings or additional
revenue realized, the complexity to address metric
requires assessing the difficulty in planning and
implementing the project. To ensure consistency

and credibility in the assessment, organizations
should engage process experts — both internal
stakeholders with operational knowledge and
external specialists where required. Adopting

a clearly defined evaluation framework at the
outset, including standardized scoring criteria and
complexity indicators, is essential.

When all identified projects have been evaluated
using these two metrics, those with high ROl and
low complexity can be prioritized to start with

as they can help to establish early wins and the
principal learnings in a sustainability programme,
which can also serve as pilots to be scaled in
multiple facilities or process stages.

Measurement, reporting and improvement

Once the project(s) to start with has/have been
identified, the next stage involves execution,
management and reporting. At this stage, standard
project management best practices apply, including
but not limited to alignment and communication
with senior leadership, measurement of progress
against predefined project milestones and
documentation of the main successes and
challenges encountered for future reference.

Before execution, a post-implementation
measurement process with clear key performance
indicators (KPIs) should be planned to align with
sustainability goals. For example, if the project
involves installing variable speed drives (VSDs) on
pumping motors to save energy, energy savings
from VSDs can be tracked and translated into cost

savings and Scope 2 emissions avoided. Results
can be recorded digitally and visualized using a
dashboard for regular updates.

As part of the measurement process, improving
access to accurate, real-time sustainability data is
critical for businesses to set meaningful targets,
track progress and respond to growing regulatory
and customer expectations. However, many SMEs
and mid-sized manufacturers still face challenges
in systematically gathering and using data related
to their environmental impact. While some of them
have begun monitoring key areas such as energy
consumption, water use and raw material inputs at
the process or site level (Figure 4), comprehensive
data collection — especially regarding carbon footprint
throughout the supply chain — remains limited.
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FIGURE 4 | A detailed look at sustainability data collection with respondents, exploring the extent

to which the surveyed companies have used data and digitalization
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Source: Survey conducted by the SME Sustainability Accelerator of the World Economic Forum

Building the capability for automated data collection

is an important enabler, as the principle that “you
cannot improve what you do not measure” remains
particularly true in manufacturing. Connecting power
meters to data aggregation software is one illustration
of how digitalization enables more efficient and
accurate data capture. By integrating sensors, edge-
layer controls and manufacturing software, businesses
can automate data collection across amost any
process, leading to improved production oversight and
operational performance when deployed effectively.

Solution providers often offer free learning resources
to guide the modernization of systems through
digitalization.'® Once a digitalization strategy is in
place, SMEs can work with distributors and system
integrators to select and implement solutions,

using preferred partner lists or peer networks

for recommendations. In Section 4, examples of
network resources are highlighted for reference.

Following post-implementation monitoring and
incorporating lessons learned, companies can scale
successful projects across additional operations to
The path to digitalizing operations varies by process, | drive further process improvements.

with different variables and data collection methods.

BOX 2 | Carbon calculators and the reporting tool designed for SMEs and mid-sized companies

The SME Climate Hub offers smaller firms a suite -

of free, user-friendly tools to help SMEs begin
measuring their carbon emissions across Scopes

1, 2 and 3 in various scenarios and create annual
GHG emissions reports with the tailored template
originated from CDP’s framework. The tools include:

— A Small Business Carbon Calculator for
businesses with 1-50 employees at a single
site, enabling emissions estimation with basic
operational data

— An Advanced Business Carbon Calculator
for companies with multiple sites, providing
a detailed and auditable emissions
measurement tool

A Scope 3 Specific Calculator converting
procurement data into accurate Scope 3
emissions information, helping businesses
address supply chain emissions

The SME Reporting Tool as a free online
platform to enable smaller businesses to
create annual climate reports, with a template
tailored for them and originated from CDP’s
Climate Disclosure Framework for Small and
Medium-Sized Enterprises

Source: Consultation with SME Climate Hub; SME Climate
Hub. Calculate your business emissions. https://smeclimatehub.
org/start-measuring/; SME Climate Hub. Report your progress.
https://smeclimatehub.org/report-your-progress/
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Embedding sustainability into long-term planning

Building on the impact achieved and derived
learnings from initial quick-win sustainability
projects, organizations can shift to embedding
sustainability in their overarching operational

and corporate strategy. SMEs and mid-sized
manufacturers can consider tackling longer-term
high ROl initiatives that were previously set aside
due to moderate-to-high complexity to address.

Examples could include incorporating efficient
design or “eco-design” principles into product

development, or redefining procurement strategy
and working with supply chain leads to identify
additional suppliers that may be closer to the
company facilities and could be integrated into
the existing supply chain to increase operational
resiliency and reduce emissions. These types of
projects may take longer to execute and require
the establishment of new processes or standard
operating procedures, but they can lead to
long-term value while also reducing a company’s
carbon footprint.

Driving a cultural shift and communicating

achievements

The transition to environmental sustainability is not
merely a technical challenge; it requires a cultural and
organizational transformation. This transformation
should involve everyone in the business, from
leadership to front-line teams and extend across
supply chains and customer relationships.

Common cultural barriers include a lack of shared
vision, limited incentives and sustainability not
being deeply embedded into the company’s DNA.
Overcoming these challenges starts with creating
a compelling and inclusive vision for sustainability.
This vision should be integrated into day-to-day
operations, performance metrics and reward
systems so that sustainability becomes integral to
how people work. At the same time, investing in

green skKills is essential, especially through upskilling
current teams and attracting new talent equipped to
lead the transition.

Finally, to maintain momentum, the journey should
be kept exciting and purposeful by developing

a culture of continuous learning and celebrating
milestones. Recognizing both big and small wins
— whether it is reducing emissions, completing a
training programme or adopting new practices

— helps maintain engagement and reinforce a
sense of progress. When sustainability becomes
embedded in a company’s culture and daily actions,
it evolves from a distant objective into a driver of
innovation and long-term growth.



Supporting SMEs and
mid-sized manufacturers
to advance their
environmental
sustainability goals

To inform private- and public-sector actions on the survey results on the needs expressed by
in supporting the sustainability transition, this smaller businesses as well as consultations with
paper has identified the most effective support operations and sustainability executives on best-
mechanisms that can be deployed to help SMEs practice mechanisms that have demonstrated
and mid-sized manufacturers establish and positive impact.

advance sustainability (Figure 5). These are based
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FIGURE 5 | Key support mechanisms from the public and private sectors to help SMEs and mid-sized
manufacturers advance environmental sustainability goals
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Examples — Harmonization of reporting standards Examples
for across countries and regions _ - _
— Energy Trust of Oregon — energy efficiency — Regional distributor and integrator
programmes for matching funding sources Examples associations for knowledge and
o implementation support
— Green Industry Platform — providing Kenyan — China’s 14th Five-Year Plan for Promoting
tea co-op with finance expert support for SME Development — Energy efficiency consultants with models
loan application . . . tied to validated savings
— The United States’ Inflation Reduction for knowledge and implementation support

Act alternative energy subsidies

KNOWLEDGE

Key support mechanisms needed

NETWORK

Key support mechanisms needed

— Training to enable SMEs to identify high ROI - — Engagement with larger corporate
efficiency projects customers to align strategies and access
resources

— Sharing industry expertise to highlight high-
impact, commonly replicable projects — Peer-to-peer knowledge-sharing forums

and platforms
— Training to enhance monitoring and P

measurement capability Examples
Examples — Green Industry Platform — Circular Economy
— Energy Kaizen — energy savings insight Leaders’ Community

report for priority project identification — SME Climate Hub — regional hubs networks
— EvanAll webinars for efficiency training

— Green Industry Platform — I-GO tool
for goal-setting and priority project
identification

— SME Climate Hub — free carbon calculation
tools and reporting template

Source: SME Sustainability Accelerator, the World Economic Forum
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Finance

While funding is not the sole support mechanism
needed, it is emerging as a key priority to
overcome the capital expenditure (capex) barrier
that challenges many SMEs and mid-sized
players from the outset. Grants and tax breaks
are traditional examples of funding initiatives but
are not the only types of financial support that can
have an impact.

Governments can offer “matching” grants, where
the funding amount corresponds to the cost
savings identified through efficiency projects
undertaken by SMEs and mid-sized companies.
This approach encourages accountability and
amplifies impact. The Energy Trust of Oregon'”
exemplifies such an approach in its commercial
incentives programme.

Another area of support needed is in applications
for funding. Of the companies surveyed for this
paper, 69% have not obtained external funding,
primarily due to unsuccessful efforts in searching
for and applying for it. Governments can also
provide financial assistance in the form of loan
application support specialists. Loan application
specialists with sustainability expertise can help
translate efficiency project data into formats that
align with banking requirements, thereby increasing
the likelihood of loan approval. The Green Industry
Platform demonstrated the effectiveness of such
support with a Kenyan tea leaf co-operative.
Without loan application support, the co-op had
only a development bank willing to fund a part of
the project. With the application support, the co-op
received approval from three traditional banks.'®
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BOX 3

Knowledge

Identifying high-impact and scalable projects

to prioritize can be a challenging task even for
experienced operations leaders, especially if they
lack a background in managing eco-efficiency or
sustainability-focused initiatives. This challenge is
even more pronounced for SMEs and mid-sized
companies, which often operate with limited

resources and internal expertise. To bridge this
gap, support from both the public and private
sectors is essential. Governments, industry
associations and larger corporations can play a
critical role by providing access to knowledge, tools
and best practices.

Examples of tailored tools for SMEs and mid-sized companies

There are several practical tools that can help
SMEs and mid-sized companies understand how
to approach the sustainability endeavour.

— Energy Kaizen' is a platform offering a
free Energy Savings Insight Report tool that
recommends energy-saving projects for SMEs,
tailored by industry sector, with average energy
savings data.

— EvanAll*° provides videos, webinars and a Brains
Not Wallets Accelerator that offers workshops
and peer-to-peer learning on integrating
sustainability into operations to unlock savings.

Many large corporations are training smaller
manufacturers in their supply chains on sustainable
practices, focusing on energy efficiency, waste
reduction and green technologies. Through
collaboration, they help smaller manufacturers
adopt eco-friendly operations, enhance cost
savings and strengthen supply chains for a greener
future. Schneider Electric launched the Zero
Carbon Project?® in 2021 to help its top suppliers
reduce operational emissions (Scope 1 and Scope

Network

Networks — including those formed among SMEs
and mid-sized companies as well as broader
ecosystems of public institutions, corporates,
financial institutions and solution providers — play a

critical role in advancing environmental sustainability.

By connecting with peers, SMEs and mid-sized
companies can learn from real-world case studies,
exchange methodologies and collaborate on shared
challenges. At the same time, being part of a wider
ecosystem enables SMEs to tap into support from
government programmes, sustainability experts,
investors and technology partners. Together, these
networks create an enabling environment in which
SMEs are empowered to take meaningful action
and scale their impact.

— The I-GO Tool provided by the Green
Industry Platform?' suggests key focus areas
for companies to set or advance sustainability
goals by completing a quick evaluation form,
with recommendations based on industry
sector knowledge.

— The World Economic Forum’s Alliance
of CEO Climate Leaders? developed a
guided net-zero journey for SMEs, covering
internal alignment, climate targets, systemic
mitigation actions and engaging suppliers
and stakeholders.

2) intensity by 50% by 2025 — a critical step
towards its broader goal of net-zero emissions by
2050. Through training, digital tools and tailored
support, the initiative helps suppliers measure
emissions, set targets and implement reduction
strategies. More than 1,000 suppliers have joined,
achieving a 42% operational emissions intensity
reduction by Q1 of 2025, with 70% assessing their
carbon footprint for the first time.

The SME Climate Hub?* has a regional hub network
through which SMEs can connect with peers

who are working on sustainability in their region.
The Circular Economy Leaders’ Community,2®
established by the Green Industry Platform, enables
businesses to connect with others that are either
launching circular business models or offering
circularity-related services. Vital activities include
mapping and connecting circular initiatives to

clarify who is doing what and how, co-developing

a shared circular economy language through a
common knowledge taxonomy and building a
digital system to integrate and streamline circular
economy knowledge platforms and hubs.
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Policy

Similar to large corporations, SMEs and mid-sized
companies are looking for clearer guidance from
governments regarding environmental and climate
policies and how best to align with evolving policy
expectations. In many cases, existing policies

and regulations may not fully reflect the practical
realities faced by smaller businesses and often lack
the consistency and stability needed for long-term
planning. There is an opportunity for governments
to further outline their climate ambition and policy
trajectories in the short, medium and long terms,
while also considering how to design policies

that are both effective and proportionate to the
capacities of businesses of varying sizes.

Harmonizing sustainability standards requires strong
policy support to align national regulations with
international frameworks, ensuring consistency
across markets. Governments can play a key

role by facilitating cross-border collaboration,
incentivizing adoption and embedding SME-friendly

Implementation

Public- and private-sector support is essential for
the successful implementation of sustainability
initiatives among SMEs and mid-sized companies.
As illustrated in the previous sections, governments
can provide tailored financing, technical and policy
guidance, while large corporations and industry
associations can support SMEs by integrating them
into sustainability efforts and sharing tools, data
and expertise.

Successful implementation also depends on
collaboration with local partners who possess
strong manufacturing process proficiency, ensuring

pathways into sustainability policies. This enables
smaller firms to comply more easily, participate in
global value chains and contribute meaningfully to
sustainability goals.

Furthermore, governments should use incentive-
based approaches rather than relying primarily

on penalties. Positive policy incentives can
encourage smaller businesses to invest proactively
in sustainable technologies, improve energy and
resource efficiency and adopt cleaner production
practices. China has introduced policy measures?®
to support SMEs in transitioning to greener
operations, including financial incentives such as
green loans, tax breaks for energy-saving and
environmental protection projects and subsidies for
adopting green technologies and digital solutions.
The policy also promotes market-based incentives
such as preferential government procurement for
eco-friendly SMEs and facilitates their participation
in carbon markets.

that sustainability solutions are grounded in
practical, operational realities within that region.
Connecting with local manufacturers through the
aforementioned networking resources (such as
the SME Climate Hub’s regional hub network) is a
great way to learn of well-regarded local system
integrators and process experts who can assist in
an SME’s specific region. These forms of support
help SMEs move from commitment to execution —
bridging capability gaps, reducing risk and ensuring
that sustainability becomes embedded in everyday
business operations.
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Conclusion

The transition to environmental sustainability
represents both a profound responsibility
and a strategic opportunity for SMEs and
mid-sized manufacturers. Collaboration

IS key to empowering them to lead the
sustainabillity transformation.

As the backbone of global manufacturing
ecosystems, SMEs and mid-sized manufacturers
possess untapped potential to drive meaningful
climate action while securing long-term

growth. Their integration into the sustainability
transformation is not merely advantageous, it is
essential for achieving shared climate ambitions
and prosperity.

The business case for sustainability is growing
stronger. At a time when sustainability increasingly
defines market leadership, early adopters stand

to gain rewards. Forward-thinking companies

are discovering that environmental stewardship
creates value across their operations and

growth opportunities — unlocking operational
efficiencies and cost savings, creating new market
opportunities and revenue streams, making it
easier to attract and retain staff and future-proofing
against climate and regulatory risks.

Yet significant barriers remain. Competing priorities,
knowledge gaps and resource constraints continue
to hinder progress. By adopting the five-stage
roadmap outlined in this paper — building the
foundations; identifying and implementing quick
wins; measuring, reporting and improvement;
embedding sustainability into long-term planning;
and driving a cultural shift and communicating
achievements — SMEs can transform sustainability
from a perceived cost burden into a catalyst for
efficiency, resilience and competitive advantage.

Critical to this transition is the collaborative effort
of all stakeholders. Large corporations can
engage their SME and mid-sized suppliers through
training, knowledge transfer and shared goals for
environmental sustainability. Governments can
play a key role in providing clear policy guidance,
financial incentives and streamlined regulations
that lower barriers to green adoption. Meanwhile,
industry networks, associations and regional
platforms offer actionable tools, stakeholder
communities, peer learning and technical support to
bridge knowledge gaps.

The World Economic Forum’s SME Sustainability
Accelerator, a multistakeholder platform, is
committed to supporting SMEs and mid-sized
manufacturers in accelerating the environmental
sustainability transformation while remaining
competitive by providing implementable guidance
to address their specific needs and challenges.
Moving forward, the initiative will continue to drive
collaborations with stakeholders across industrial
sectors, governments, academia and civil society
to ensure that no one is left behind in this transition
by closing awareness and knowledge gaps,
highlighting change stories, piloting and scaling best
practices and celebrating achievements.

Through collective action and shared commitment,
SMEs and mid-sized businesses can be empowered
to become the architects of a sustainable industrial
future — one that combines environmental
sustainability with economic prosperity.
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Appendix

Conducted by the SME Sustainability Accelerator
initiative team from September 2024 to February
2025, the global survey of SMEs and mid-sized

responses, which form the foundation of the
analysis. The respondents represent a diverse range
of sectors and geographies, with the distribution

FIGURE 6

Europe .MENA .East Asia

. South-East Asia

manufacturers received 60 complete and valid

illustrated in Figure 6.

Breakdown of survey respondents by geographical location and industrial sector

Geographical location Sector
2%
2%
3% 17%
25%
1%
5%
8%
(o)
40% 22% 20%

. North America

Africa South America

. Retail, consumer and lifestyle

Source: World Economic Forum
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Advanced manufacturing ‘ Automotive and new mobility
. Chemicals and advanced materials
. Information and communications technology
Agriculture, food and beverage

Other sectors
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