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The produce of the earth is a gift from our gracious creator to the inhabitants, and to
impoverish the earth now to support outward greatness appears to be an injury to
the succeeding age.

John Woolman, 1772
Quaker Faith and Practice, 25.01

Chapter One

Introduction

Why is it that some small companies have profitably embraced an idea of sustainable
business, while many others do not give it a passing thought? What are the features
that make some businesses open to more sustainable opportunities, but leave others
closed to the 1dea? This work identifies a range of important influences on business
responsiveness to sustainability and presents a theoretical framework, referred to as
business epistemology, to describe their interaction. By analysing the business
epistemology, it is possible to identify the barriers to sustainable business within
individual companies. The framework also highlights the wide range of supportive
influences necessary to enable the development of sustainable business practice. The
companies who have embraced sustainable business have benefited from a

supportive combination of internal and external influences. Few companies currently

enjoy such wide-ranging support for sustainable business.

There 1s literary evidence that a large number of small and medium sized enterprises
(SMEs) have engaged in improving environmental performance and, to a lesser
extent, some have also considered the social implications of business activities. Early
work by Welford (1994) and by Johnston and Stokes (1995) identified a range of
business benefits gained by those firms with a proactive approach to environmental
performance. More recently, Andrews and Barakat (2004) described the experience
of small business ventures which addressed some of the social justice elements of

sustainable business. The benefits of such engagement include reductions in cost



base, increased access to markets, and new strategic opportunities. However, in spite
of these attractions, very many SMEs have done little to address the environmental or
social effects of their business activities. Holt et al (2000) and Tilley (1999) suggest
that most SMEs remain largely uncommitted to any consideration of sustainability,
and preliminary research for this study supports that perception. The problem is

therefore to explain this gap between the lauded benefits of engagement in

sustainable business and the practice of most small businesses.

Welford (1994) identified lack of information and support as a significant barrier to

SMESs engaging in environmental management and, since that time, government
funding has provided support for a range of small business environmental networks.
Envirowise provides a wealth of inspiring case studies to demonstrate the business
benefits of environmental management. By 2000, some time after the commencement
of this study, evaluative work was published which identified a number of limitations
of this approach. Shearlock et al (2000) note poor co-ordination of support services
available to businesses. Holt et al (2000) noted that despite success among companies
who were recruited to such schemes, there was little effect on the majority of small
businesses. Although the support services appeared to be successful for businesses
they reached, there remained many firms untouched by this support. The original

question remains — why does greening work for some, but leave many unaffected?

A number of potentially useful theoretical perspectives came to mind, based on the
researchers previous experience. One of these was the use of educational theory to
examine the process of learning, based on the interplay of practical and conceptual
knowledge, highlighted by David Kolb (1984). Another, related approach drew on
the developing discipline of knowledge management to consider organisational
features that can encourage learning within business organisations (Nonaka and
Takeuchi, 1995). However each of these approaches were based on work conducted
in very different practical contexts from the subject of this study. It was unclear at the
outset how useful these approaches might be in developing a theoretical
understanding of small business behaviour. Foucault's analysis of divergent
epistemologies, The Archaeology of Knowledge (1969) highlighted how the

development of theoretical structures was influenced by the social and institutional
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features guiding the emergence of certain 'discursive formations'. It was important
for this research to be guided more by the practical experience of small businesses
than by preselected theoretical concepts. The research approach therefore sought to
build up a theoretical framework by an iterative process of empirical investigation
and conceptual development, following the example of Weick (1995) and Orton
(1997). The emerging theory was then used to analyse the experience of case study

companies to assess how well it could account for their relative environmental

performance over a period of two years.

In practice this called for a general investigation of environmental improvement

among SMEs and detailed investigation of the experience of a small number of
actively engaged businesses. It began with a preliminary investigation of existing
literature and a series of interviews with individuals providing environmental support
services for businesses. These provided some initial ideas for further investigation,
such as the influence of regulators, efficiency motives and general business
awareness. A telephone survey was conducted to assess the levels of engagement and
awareness among manufacturing SMEs in one area of Scotland which had been
relatively well supported through an environmental business club. This was followed
by detailed examination of a number of case study companies, using a method for the
development of grounded theory, similar to that advocated by Glaser and Strauss

(1967). The emergent theoretical framework was used firstly to describe the original

case study experience, and then to evaluate the changes in practice among those

businesses after two years.

The study identified a rich variety of influences on business behaviour, some of
which were related to the external business environment and some of which were
internal characteristics. It also became clear that there was significant interaction
among the influences, such that they could not be evaluated in isolation from one
another. Any theoretical framework would require come conceptual coherence to
bind together these disparate influences. That binding concept was knowledge, not
only in the sense of information, but in terms of the evaluation and validation of
certain forms of knowledge. The term 'business epistemology' is used to describe this

internal system of knowledge development. The framework of business epistemology
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was developed, using the analogy of baking sourdough bread, highlighting the nature

of a continuing enrichment of knowledge resources within an organisation.

This framework allows us to identify features of a business that can support or
undermine the development of sustainable business knowledge. The case studies
demonstrated that the more sustainable businesses benefited from many different,

mutually reinforcing supportive influences. They also showed how the absence of a

few key influences could prevent the continuing development of sustainable business

knowledge.

This introductory chapter begins by presenting the research question within the wider
contexts of sustainability, sustainable business and environmental practice in small
businesses. It also highlights the scope for alternative theoretical perspectives on the
question. This leads, in section 1.2, to the presentation of the specific aims and
objectives of the research. Section 1.3 explains the philosophical approach to the
research and describes the broad research strategy. This is followed by a summary of

the key findings of the research and an outline of the structure of the dissertation as a

whole.

1.1 Research Context

Concern for the well-being of our children and of future generations 1s a human

instinct and a driving force for much social activity. This research was conducted
during my early years of motherhood when that instinct was particularly strong. In
the closing years of the 20™ century threats to the well-being of future generations
were becoming increasingly apparent and much public discourse engaged with the
challenges of climate change, habitat loss and resource scarcity.(eg. Meadows et al,
1972, IPCC, 1990) The capacity of the earth to sustain life for future generations was
called into question. However, for most people in the world, who live in developing
countries, the concern was not for future generations, but for the survival of current
generations, in particular the need for economic growth and better standards of living

for those in poverty. Improved global communications ensured that policy makers 1n

4



the wealthy countries could no longer ignore the needs of the majority of the

population of the planet. The events of September 2001 were a brutal reminder that

political dissatisfaction and social unrest on one part of the planet could cause
profound social harm to a very distant part. The concept of sustainable development

articulated in the Brundtland report (WCED, 1987) attempted to bring together those

twin concerns for people and planet, the needs of current and future generations.

Sustainability therefore came to embrace the concepts of economic, environmental

and social well-being .

The business world is not immune to the concerns of society for sustainable

development, although it uses the term with a much narrower meaning. When the

International Chamber of Commerce launched its Business Charter for Sustainable
Development in 1991, its objectives were predominantly environmental (Brophy
1996). In the late 1990s much of the sustainable business discourse concentrated on
the promotion of Environmental Management Systems (EMS) to meet the
international standard, ISO 14001, which was published in 1996. The more recent
growth in Corporate Social Responsibility (CSR) reporting has encouraged large
companies to consider some of the social impacts of their activities, inspired by
Elkington's concept of the 'Triple Bottom Line'. (Elkington 1997). The mechanisms
for turning this concept into a coherent evaluative framework are as yet

underdeveloped. CSR activities are firmly fixed within the context of corporate

investment and cannot therefore begin to evaluate the wider social impacts of that

institutional setting.

However, business is not only conducted by large corporations. Small and medium

sizes enterprises are a significant part of the economy -in Scotland they represent

99% of private enterprises and provide 53% of employment (Scottish Corporate
Statistics, 2003). Many small businesses are active in the local economy, providing
employment, social contact, opportunities and support for local organisations. It has
been estimated (SME-nvironment 2003) that SMEs generate 60% of commercial
waste and account for between 50% and 80% of pollution incidents in England and
Wales. There is evidence that there are very many SMEs which are highly attuned to

the business advantages of systematic resource efficiency - the large number of case
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studies produced by Envirowise, a government sponsored programme of business
support, testifies to this. Survey evidence (Welford (1994), SME-nvironment 2003)
does suggest that environmental awareness within SMEs is growing, although it still
lags far behind the investments made in larger companies. It seems that there are

highly successful SMEs who have fully engaged with the challenges of sustainability

to their economic advantage, but the majority of small businesses remain unaware
and uninterested in those challenges. Many writers, including, Welford(1994),
Hillary(2000a) and Johnston and Stokes(1995) have identified a range of features of
SMEs which can discourage them from improving environmental performance, but
none of these features alone can explain why such barriers were overcome by the

successful firms. This contrast was the initial inspiration for the research presented

here.

Although the research is set within the wideq context of sustainability, the literature
on SMEs has focussed mainly on the environmental aspect, and sometimes on the
narrower field of waste minimisation. It should be clear that waste minimisationis a
very small part of the wider concept of sustainable business. While the researcher
was interested in wider thinking on sustainability, the evidence from support services
and from business only addressed some environmental aspects of sustainability. The
term 'sustainability’ or 'sustainable business' was not volunteered by the research
subjects and, with a few notable exceptions, the social aspects of sustainability were

not considered by the businesses interviewed. The emergent theoretical framework

helps to identify how the wider concept of sustainable business may develop, given

the full range of supportive influences.

As David Kolb (1984) commented, one of the features that distinguishes humanity is
the capacity to adapt to changed circumstances within a generation by the process of
learning. We do not depend on genetic evolution to develop new capacities and
skills, but through communication and innovation we can adapt rapidly to a highly
diverse range of habitats. Sustainability depends crucially on our ability to learn, and
this study concentrates on the experience of learning in small businesses, as an
important part of that wider challenge. The literature on knowledge management

suggests that organisational features can encourage or inhibit that learning process,
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but most of this research has, so far, been based on the experience of large

corporations. It was unclear at the outset to what extent it might be possible to adapt
some of the concepts of knowledge management to a small business context. This

research sought to explore the potential application of knowledge management to the

development of sustainable business thinking among SMEs.

Foucault (1969) argued that institutional arrangements could influence the selection
of concepts applied to the analysis of experience, and indeed they could influence the
selection of experience for analysis. Much of the literature on SME engagement in
sustainable business has been conducted within the context of evaluating government

action in support of such engagement. It has therefore tended to concentrate on the

roles played by support agencies. However, this research was intended to draw on the

experience of a general business population, rather than those engaged via

government support. It suggests that the role played by government bodies, either as

support agencies or regulators, is less significant than many of the other elements of

the business epistemology.

1. 2 Aims of the research.

The principle aim of the research was to develop a theoretical basis for understanding
the wide variation in responsiveness to the challenges of sustainability among SMEs.
This framework was intended to draw on existing theories of education and

organisations, but also to be firmly based on the practical experience of SMEs. It was

neither purely inductive nor purely deductive, but sought a middle path, utilising the

approach of iterative grounded theory to integrate theoretical and empirical

perspectives on the problem.

It was clear that the behaviour of SMEs was influenced by very many external
features, including government policy and wider business standards, as well as
internal organisational features. A framework for understanding this behaviour
should therefore give due attention to the full range of internal and external

influences at work. The theoretical framework should allow businesses and external
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observers to analyse the effect of the range of influences affecting the behaviour ot a

particular business. It may also allow for a clearer understanding of the effect of

alternative policy approaches.

When this research commenced, the understanding of sustainable business was not
well advanced, at least in terms of government policy. However, there was some

experience of promoting environmental good practice among SMEs, through a range
of support measures. When the research began, there had been very little evaluation

made of support services for SMEs, although this lacuna has now been filled to some

extent. A preliminary objective of the research was to identify and evaluate the effect
of support services for SMEs with respect to environmental improvement within a

limited geographical area. This could serve to highlight the strengths and limitations

of government action in support of sustainable business. In order to develop this
understanding the research drew on the experience of support providers as well as the

general population of businesses they were intended to support.

To the extent that sustainable business is different from traditional business practice,
it is necessary to understand how firms have changed from one way of thinking to
another. Has the change been a gradual learning process or has it been the result of a
radical altering of perceptions, in Khun's terms a 'paradigm shift', an 'epistemological
break'. The research aims to draw on the disciplines of philosophy, educational
theory and organisational theory to assess the process of altering attitudes to business

and sustainability. It draws together a theoretical understanding of behaviour change

with direct observations of business practice in order to characterise the shift

towards sustainable business.

The specific objectives of the research were therefore:

» To identify what support was available for SMEs in central Scotland seeking to

improve their environmental performance.

To gain an indication of the level of environmental awareness and engagement

among SMEs 1n North Lanarkshire, where support was relatively high.

8



» To test the influence of a range of potential 'drivers' for improved environmental

performance among these SMEs.

+ To identify a small number of companies which were relatively advanced in their

thinking on sustainable business.

+ To gather evidence of good practice from these companies to evaluate the extent

of sustainable business thinking.

+ To examine the learning processes involved in the development of sustainable

business practices, at individual and organisational levels.

» To develop a theoretical framework to analyse the range of interacting influences

on business behaviour

» To test how effectively this framework could usefully explain the progress of

sustainable business thinking within SMEs.

The research aims therefore involved two levels of investigation. At one level, the
intention was to provide some evidence for the effect of government support for

sustainable business. At another level, the work was intended to develop conceptual

understanding through the development of a theoretical framework to explain

business behaviour.

1.3 Research Approach

The primary research aim was to provide a theoretical framework for understanding
why some firms are so much more responsive to sustainability than others. The
review of the limited literature concerned with SME environmental engagement
suggested a number of practical explanations, but there was very little pre-existing

theory to work with. The theoretical literature included educational and

organisational perspectives, derived from very different practical contexts. The work
of Michel Foucault (1969) highlighted how the formation of theory was influenced
by the social and institutional structures allowing voice to certain forms of
experience. It therefore seemed appropriate to develop a theory based predominantly
on practical business experience in order that it should accurately reflect

contemporary reality, while drawing on a number of potential theoretical
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perspectives. This approach, referred to as 'iterative grounded theory' has been used

to analyse dynamic organisational processes. (Meyer 1982, Porac et al 1989,
Tushman et al 1986)

The research aims were both practical and conceptual, but the underlying principle
was that theoretical development should be based firmly on evidence of practical

experience. The following section therefore describes how the practical evidence was

selected in order to inform the theoretical development.

The research was based on broadly two fields of experience — that of government
supported business support services and that of their intended beneficiaries, small
and medium sized businesses. Preliminary investigations identified the range of
services available to SMEs within central Scotland, which highlighted the role played
by environmental business clubs. These were generally not concerned with the broad
theme of sustainable business, but with the narrower field of environmental
performance, and often focused on the even more specific concern of waste
minimisation. These investigations identified North Lanarkshire as one area where

there was significant support from local, national and European government for

environmental improvement, suggesting that it would be a good area in which to

evaluate the effectiveness of such support.

Other research has provided evidence for the business benefits of support services,

mainly based on the experience of participating businesses. However, this research
was intended to evaluate the wider effect of the availability of the support services. In
the investigation of business experience, the decision was made to evaluate the eftect
on the wider business population, not simply those who had participated in an

environmental business club. A telephone survey of small manufacturing businesses

in North Lanarkshire was conducted to test the level of awareness of, and
engagement in the improvement of environmental performance. Manufacturing
businesses were selected on the basis that these were the principle target for the
environmental business club support. This survey confirmed the initial premise that

engagement among SMEs was highly variable and it suggested a very low level of

awareness of the business support services.
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These investigation of support services and general business awareness provided
some evidence for the third research aim of assessing the effect of support services.
However, in order to meet the other aims, more detailed research was required. The

meaning of sustainable business for SMEs , nature of the distinction from traditional

business practice and the theory to explain their behaviour — these aims could only
come from more detailed engagement with small business experience. Case studies
were selected as the most appropriate method for engaging with that experience, and

eight companies were chosen to participate in the study. These companies were

selected from among the phone survey respondents and they all demonstrated higher
levels of engagement in environmental improvement. The decision was made to

choose firms that were relatively advanced in their thinking in order to understand

what features contributed to that state.

In order to understand the meaning of sustainable business in practice, the research
examined the experience of eight case study companies, evaluating the extent of their
activities which could be identified with sustainability. Interviews and site visits were
conducted to assess the range of business practices of relevance to sustainable
business and to investigate the historical development of their thinking on
sustainability and the processes by which their practices had changed. This
highlighted the process of knowledge development and indicated a number of
features which influenced that process. Literature research and reflection allowed for

the creation of a theoretical structure to explain the change process, how, in a limited

sense, these small businesses had become more sustainable.

This research has been strongly influenced by the work of Michel Foucault,
particularly the methods described in The Archaeology of Knowledge, Foucault
(1969). In this he identifies the range of social and institutional structures that allow
for the emergence of a 'discursive formation'. This research compares the wider
discursive formation of sustainability with the non-discursive practice of small
business, identifying areas of overlap and of absence. It is by examining the gap
between business reality and the ideal that we can explore the scope and limitations

of the concept. In order to understand the practical meaning of sustainable business,

11



1t was necessary to gain detailed insights into small businesses which were
progressing in that direction. This would provide some evidence of the extent of
sustainable business thinking in those organisations and a richer understanding of the

meaning of the term in practice. A multiple case study approach was used to allow

sufficiently detailed investigation of the study area. This method provided far more

specific evidence than could be obtained from a more generalised study.

One of the most challenging aims of the research was to develop a theoretical

framework to understand why some firms are more responsive to sustainable
business than others. The development of theory is a creative process of
Investigation, theorising, evaluation, refinement and adaptation. It does not derive
from a linear procedure leading simply from one stage to the next, but rather, it
demands a cyclical or iterative learning process in which earlier stages are re-
examined in the light of later findings. The approach used was derived from the
methods of Glaser and Strauss to discover 'grounded theory', based firmly on
empirical evidence. However, this approach was adapted to include some influence
of pre-existing theories, such as organisational and educational theory. Orton (1997)
describes an iterative process of theoretical development using this approach. This
approach allows the development of a theory that fits within a specific context,
drawing on selected theoretical perspectives, but modified in the light of the
evidence. As well as allowing for the refinement of theory, it also allows for an
integration of alternative approaches to understanding a particular context. This
approach was particularly appropriate to this study, given the lack of existing
theoretical understanding and the wide range of potential explanatory theories to be
drawn from other disciplines. In practice, this approach demanded the examination
and analysis of the case study evidence in the light of a range of theoretical and
practical perspectives in order to derive a structure that could convey the complexity

of the knowledge development process. The resulting model was then used to

compare the behaviour of the study companies.

The prime concem of the research was the development, rather than the testing of the
theoretical framework. However, in order to make some preliminary evaluation of its

usefulness, a follow-up study was conducted after two years, to test how well the
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model could explain the changes over that period.

1.4 Key findings

The primary aim of the research was met in so far as it generated a model, or
theoretical framework for understanding the behaviour of SMEs with respect to
sustainability. This framework is referred to hereafier as the sourdough model, based
on the analogy of baking sourdough bread. This demonstrates the significance of the
process of knowledge development within SMEs, the influence of external

knowledge sources or influences and the role of key individuals or, to use the

analogy, the method, the ingredients and the baker. The model identifies a range of

process elements that influence behaviour, including management systems, internal
organisation, both formal and informal, systems of selecting knowledge resources for
development and the objectives of the owner/manager, the authority of limitation.
These internal features interact with a range of possible knowledge sources, such as

customers, suppliers, extended business networks, regulators, support agencies as

well as existing internal knowledge resources.

The case studies demonstrated that environmental knowledge developed most
successfully in those cases where most of the model elements favoured improved
environmental performance. The absence of a few of these elements could effectively

undermine the process, allowing early initiatives to lapse. The baking analogy

clearly illustrates the problem, if a few ingredients are missing the cake may fail to

live up to expectation.

Within this framework, environmental management systems did not play a

significant role for many firms, although the 'best" performers did have such systems

in place and used them to stimulate their learning processes. Features of internal
organisation were very important in maintaining momentum for improvement. While

all of the companies had some form of 'environmental champion', many of them were

1 The environmental performance of the case study companies was heuristically ranked according to
a procedure described in Chapter 3.7.1.
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isolated within the organisation and had difficulty in keeping up the general interest
in improvement. In contrast, those firms where environmental responsibility was
more widely shared demonstrated a far stronger and sustained learning process. This
sharing of responsibility itself influenced the 'rules of formation', the selection of
information worth discussing. Effectively these rules tuned people in to thinking
about and learning about environmental good practice. The role of the

owner/manager was also critical, whether or not this person was the environmental

champion. Their objectives and attitudes had a profound influence on the success of

environmental initiatives.

With regard to the external influences, customers and suppliers had an important role

to play in supporting or undermining the significance of environmental performance

for commercial success. Suppliers were also important sources of information on
current standards of good practice within their specialist areas. Wider business
networks such as trade associations, were a trusted source of practical knowledge and
information, based on existing shared experience. For most companies, these played
a more significant role than environmental business networks. The research indicated
that the role of support agencies is severely limited by internal characteristics of

SMEs. Although their effect was positive among companies that they interacted with,

most firms were unaware of or uninterested in the support that was available.
Similarly, regulators appeared to have a positive influence only on the middling’
range of businesses. At one end of the spectrum were those who were unaware of
regulations affecting their business and at the other end were those firms whose

performance was better than that required to meet the regulatory standards.

In respect of the specified objectives, the research was successful, in the following

terms.

» The preliminary research identified a broad range of support services available
within central Scotland, and revealed a number of issues faced by the providers of

such support. This suggested a number of potential drivers for improving

2 See section 3.7.1 for a fuller definition of this term.
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environmental performance among SMEs, such as regulations and efficiency

motivations.

The phone survey revealed a low level of engagement with the support services,

and widespread disinterest in environmental issues among the sample surveyed.
However, it also revealed that there were many companies which had engaged
actively in improving environmental performance, supporting the initial
presumption of a wide variation in responsiveness.

The survey results clearly demonstrated that the influences on responsiveness

were highly varied among different companies and no single driver could account

for behaviour.

Case study companies were identified from the phone survey and their practices

were examined through site visits.

This demonstrated that the social perspective of sustainable business is far less
well developed than the environmental, with the studies showing very little
consideration for the social impacts of their operations.

These studies also showed that companies which made conscious efforts to
develop their knowledge of environmental impacts demonstrated better
environmental performance than those with a more ad hoc approach. Learning

processes were clearly associated with improved performance.

These processes formed the basis of the theoretical framework for understanding
business behaviour.

The framework was used to analyse the case study experience and seemed to
reflect the full range of influences on their response to environmental

considerations. When it was used to analyse their progress after two years, it

helped to explain the changes in practice over that period.

1.5 Structure of thesis

There are inherent difficulties in presenting any research based on iterative grounded

theory methodology due to the complexity of the research process. Orton (1997)
suggests that the researcher must manage four interwoven storylines, namely the

story of the data, the story of the theory, the story of the process knowledge or the
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resulting model, and finally the story of the research process itself. An attempt has
been made to present this thesis in conventional order of literature review,
methodology, results and conclusions (there is no distinct analysis chapter, because
the analytical process runs throughout the work). Nonetheless, the reader must bear
in mind that this ordering does not represent the sequence of the research. The
literature research and the empirical research were interwoven, such that relevant
literature was selected on the basis of empirical findings and subsequent empirical
research was guided by theories suggested by the literature search. Some readers may
feel uncomfortable with this approach, which might appear messy and disorganised,

but it is a feature of this method of integrating theory with data to produce new,

empirically based, but theoretically informed models.

Chapter 2, the literature review, begins by placing the research within the context of

sustainability and the developing concept of sustainable business. While there has
been much interest in the application of the principles of sustainability to the
corporate sector, the relevance to SMEs is still poorly understood. The review
therefore continues with a discussion of the published literature on SMEs and
environmental improvement, since it is that facet of sustainability which has attracted

research interest to date. Again, it should be borne in mind that much of this literature

was published some time after the research commenced, and is used to demonstrate
how the discourse developed during the research period. The review then changes
direction, to introduce a range of theoretical perspectives that were tested against the
evidence. It begins with a discussion of learning and innovation, followed by a more
detailed consideration of the work of Michel Foucault (1969), leading to an

exploration of organisational theory. These perspectives were used to influence the

theoretical framework which is the major result of this research.

The methodology chapter, Chapter 3, begins by presenting the philosophical basis of
the research, leading to a fuller explanation of the approach used to generate iterative
grounded theory, justifying the continual interplay between theory and evidence in
the formation of a theoretical framework. This chapter also describes the thinking

behind each of the stages of empirical investigation and the methods of data

collection.
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Chapter 4 outlines the theoretical framework that resulted from the research, the
sourdough model, drawing in both the theoretical and empirical perspectives. It was
difficult to identify the appropriate place to introduce this model, since it relies on
both theoretical and practical storylines. The model emerged from the analysis of the

case studies, and provides a structure within which to present the evidence of these

studies. Therefore the model itself must be presented before the case studies.
However, it also relies on a reasonable understanding of a variety of theoretical
contexts, so must come after the theoretical discussion. This is one of the difficulties

of presenting the results of iterative grounded research mentioned earlier and the

reader 1s trusted to forgive this structural anomaly.

The findings of the exploratory research are presented in Chapter 5, demonstrating
the institutional motives for environmental business clubs as a means of supporting
environmental improvement in SMEs. A key finding of this stage of the research was
the perception among support providers that most SMEs were not interested 1n

environmental improvement at all, and that efficiency or regulatory pressures were

the main motivations for engagement.

Chapter 6 presents the results of the phone survey, demonstrating a wide variation in
responsiveness to environmental concerns. These results suggested a more complex
interplay of influences on behaviour than came from the preliminary investigations.
Responsiveness appeared to be heavily influenced by internal features of the
businesses, as well as the interests of customers and suppliers. The phone survey

helped to identify potential case studies which might provide evidence to explain the

way in which these various influences interacted.

The case study companies are introduced in Chapter 7, including an analysis of their
relative environmental performance. This effectively identified the good, middling
and poor performers within the study group. The detailed analysis of case study
evidence, based on the structure of the sourdough model, is presented in Chapter 8,

highlighting how elements of the model interacted to influence the companies’
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responsiveness to environmental or social impacts. Chapter 9 presents the results of

the follow-up study conducted after a gap of two years, and the final summary and

conclusions are presented in Chapter 10.
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When words are strange or disturbing to you, try to sense where they come from and
what has nourished the lives of others. Listen patiently and seek the truth which
other people's opinions may contain for you.

Advices and Queries
Quaker Faith and Practice 1.02.17

Chapter Two
Literature Review

The purpose of this chapter is to set the research within a wider context of sustainable

development and sustainable business literature and to introduce some possible
theoretical perspectives on the research question. The theme of sustainability is
examined as a discursive formation in 2.1, demonstrating how it has become ever
more encompassing of the diversity of human knowledge systems. In section 2.2, the
literature on business sustainability is examined, highlighting the means by which the
business discourse selects certain aspects of the wider sustainability discourse, while
overlooking other features. Following on from that, we examine the developing
knowledge of small business behaviour with respect to sustainability in section 2.3.
In section 2.4 the reader is introduced to a selection of theoretical contributions that
influenced the development of the theoretical model, beginning with theories on

education and learning, followed by an exploration of the work of Michel Foucault

and finishing with organisational theory.

2.1 Sustainability

Foucault (1969) presents the idea of a 'discursive formation', a grouping together of
statements that are acknowledged as having relevance each to the other, although

potentially originating from very different disciplines. It is helpful to think of
sustainability as a discursive formation, for it is not a single distinct concept, but a
grouping of ideas from many different areas of experience. Within a discursive

formation may be found common themes, though differently perceived. Time is such
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a theme within the discourse on sustainability and this review begins by examining
that theme. Foucault (1969) also describes the actions of authorities of limitation in
allowing certain statements, or contributions from a range of possible 'surfaces of
emergence' to be considered within a discursive formation. The discursive formation
of sustainability integrates a broad range of contributions from many disparate
disciplines, and the review introduces a selection of these to indicate the scope of the

discursive formation. It concludes by noting the challenges to such authorities of

limitation brought on by the problems of sustainability.

According to the Oxford English Dictionary, sustainability is the capacity to sustain,

which in turn means to support, to continue to bear weight, to nourish, to endure, to

keep sound. Many of the problems which exercise those who talk of global
sustainability relate to the difficulties of nourishing, keeping sound, supporting and
enduring into some distant future. A binding theme is a concern for human life in the

future, clearly demonstrated in the definition provided by the World Commission on

Environment and Development (1987):

'Sustainable development seeks to meet the needs and aspirations of the present

without compromising the ability to meet those of the future' p. 40

The time dimension of the concept is central, although often overlooked. The Earth’s
planetary systems, (bio-chemical, geological, etc.) are in relative equilibrium, so long
as the solar system remains stable. Clearly, when the sun starts to grow into a red

giant, Earth’s systems will go into catastrophic collapse or they may collapse as a

result of unchecked disturbances in the sub-systems, such as the climatic collapse
Into permanent winter postulated by climatologists. The climate system in turn is
influenced by many sub-systems including geological, ecological and industrial.
Sustainability means different things to different people, depending on what level of
system they are discussing. For some science fiction writers, from Asimov (1985) to
Macleod (1998), human sustainability depends on developing technologies which
will allow us to leave this planet before it is destroyed. For policy advisers, it means
developing appropriate mechanisms to prevent catastrophic climate collapse (Grassl

et al 2003). For others, it means making sufficient adjustments to maintain the
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economic or political stability of industrial countries within the current generation
(Schwartz & Randall 2003). Since stability is inevitably a temporary state, the idea
of what is sustainable depends on the time-frame selected. The WCED (1987) report
speaks of the needs and aspirations of future generations, while the business manager
thinks of potential markets in future months. A theme of the sustainability discourse

is the concern to lengthen time horizons for decision making, taking more account of

decision effects further into the future.

However, the sustainability discourse is also marked by an urgency for better

understanding of the effects of human activity on planetary systems. The reports of

the Intergovernmental Panel on Climate Change (2001) suggest that environmental

change will carry very significant consequences within the lifetime of this generation.

It demands the inclusion of new sources of information and knowledge to evaluate

the future effects of current decisions.

Sustainability therefore incorporates two contrasting themes of lengthening time
horizons and acting with greater urgency to address long-term change. As David
Kolb (1984) commented, one of the features that distinguishes humanity is the
capacity to adapt to changed circumstances within a generation by the process of
learning. We do not depend on genetic evolution to develop new capacities and
skills, but through communication and innovation we can adapt rapidly to a highly
diverse range of habitats. Hence, it is critical to gain a rich understanding of how

learning and innovation takes place across the spectrum of human experience.

Another theme of the sustainability discourse concerns the growing awareness of

diverse threats to future populations resulting from past and current human activity.

The discourse there include contributions from many scientific and sociological
disciplines. Within the discourse on sustainability, some key contributions are noted

as critical (See Elkington 1997, Common 1995 and Hawken et al 1999). Elkington
(1997) claims that Rachel Carson's 'Silent Spring', published in 1962, was

responsible for altering perceptions of the chemicals industry and opening up to
scrutiny the ecological and human health effects of chemical pollution. Similarly, the

publication in 1972 of the report of the Club of Rome, 'Limits to Growth' (Meadows
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et al 1972) alerted the world to the depletion rates of finite natural resources. The
discovery in 1985 of the Antarctic ozone hole (Farman et al 1985) highlighted more
clearly the potentially severe global effects of chemical pollution and the publication
in 1990 of the first report of the Intergovernmental Panel on Climate Change (IPCC
1990) drew world attention to the impact of increasing atmospheric concentrations of
greenhouse gases. There is also growing awareness of extreme poverty and social

disintegration in developing countries and social exclusion in industrialised

countries, which threatens political and economic stability.

Hajer (1995) describes such issues as emblems of environmental discourse. These

statements gained critical authority because of when and where they were published,
setting the knowledge of a particular specialism within a wider global context. The
linking of the knowledge of analytical chemists and ecologists, demographers and

economists formed a new discursive formation in which the boundaries of political

discourse were extended and redrawn.

The epistemology of sustainability gives authority to certain 'surfaces of emergence’,
certain social and institutional contexts to make valid contributions to the discourse.
Clearly some areas of scientific inquiry have gained elevated status within the

discourse on sustainability. Ecologists have played a significant role in drawing to

public attention the unintended effects of industrial pollution and climate change on
biospheric systems. Dovers et al (1996) claim that ‘without ecology, there would
hardly be a sustainability debate.'p.1151. They go on to examine the reasons why

ecologists have had less influence in policy debate than they believe to be warranted.
Similarly, the findings of climatologists have dominated the sustainability discourse,

particularly since the establishment of the Intergovernmental Panel on Climate
Change in 1988. However, there remain areas of scientific discourse that remain
largely ignored within the discussion of sustainability. In the 1970s concern for the
growth in human population attracted funding for programmes promoting birth
control, but by the 1990 it was recognised that the success of such programmes was,
at best, mixed. (Allen & Thomas, 1992). Population growth was increasingly
recognised as a facet of gender inequality (UNFPA 1990) , but for wider political and

cultural reasons, the sustainability policy debate did not engage with these problems.
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The conventional discussion of sustainability does not normally place much attention
on the effects of war, but merely acknowledges that violent disruption can both
exacerbate and result from the hardships of resource scarcity. Since 2002, media
attention has shifted away from the questions of environmental security to a more
simplistic argument over international security. However, I believe that it 1s
impossible to think sensibly about future resource use without accounting for the
massive appropriation of natural and human resources for nationalistic and political
objectives. For many people in the world, the effects of war-making reduce
standards of living either by immediate destruction of productive resources or by
their diversion into war-making efforts. The interdependence of industrial production
and military force cannot be ignored. The publicity accorded to new wars should not

detract from the debate on sustainability, but should enrich it with greater immediacy.

Hajer (1995) provides a detailed analysis of the development of environmental
discourse, highlighting how the problematisation of the environmental crisis was
shaped by institutional and political influences. In particular, he examines the
development of ecological modemisation, noting that its concentration on

technology and efficiency serves effectively to silence discussion of the social aspects
of sustainability. Although the concept of sustainability concerns the sustenance of
future human populations, the political discourse selects certain key threats to future
security as worthy of action. As Hajer (1995) makes clear, the formulation of
environmental problems depends on the institutional structures that can protter

specific solutions.

'Policies are not only devised to solve problems, problems also have to be devised to

be able to create policies.' pl5.

From this selection of contributions it is clear that the sustainability discourse
incorporates a rich diversity of epistemologies which are perceived to interact in
complex ways. Climate systems are affected by industrial activity which 1s
influenced by economic systems which are in turn affected by ecological and social
systems. As knowledge in one area develops and spreads, it affects practice in other

areas which feed back into yet more related systems. This research is concerned with
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the problem of understanding how far the broad discursive formation of sustainability

can be integrated into the knowledge systems of business practices.

The concept of sustainability therefore challenges current practice in terms of

immediacy and complexity. What emerges is a sense that current activities have
impacts further into the future and over a wider spatial area than could previously
have been imagined. The evidence of global environmental change makes clear the
deeply interconnected and complex nature of human activity. A third dimension to
the problem of sustainability is the challenge to political structures. Since global
environmental change results from the decisions and activities of people and
organisations on all parts of the planet, actions to constrain those changes will require
an unprecedented degree of international cooperation. There is no political authority
to protect the interests of the entire planet and of future generations, and even for the
existing international authorities, there are highly challenging political obstacles.
Although there can be some consensus on the idea that current patterns of
consumption may be unsustainable, the means to identify more sustainable options
remains a political battle-ground. However, the 'fear for the future' which underpins
sustainability serves to redistribute responsibility in many directions. As well as
demanding greater cooperation at intergovernmental level, it is also presented as a
demand for greater civil responsibility from individuals and corporations. The
Scottish Executive has promoted a public education campaign with the slogan 'do a
little, change a lot', placing responsibility for energy consumption at the feet of
private individuals. Sustainability challenges traditional political structures by

stretching the boundaries of civil responsibility and demanding a wider conception of
the locus of influence.

The sustainability discourse could be characterised as an expansion of perception
over a broader range of knowledge, over longer time horizons and over a wider locus
of responsibility. However, for practical purposes, decision makers remain

constrained within existing social, economic and technical contexts. The following

section on business sustainability therefore examines the extent to which it is
reasonable to talk of business and sustainability in the same breath and how far it

may be possible for sustainable livelihoods to grow from existing business practices.
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2.2 Sustainable Business

This section explores the extent to which the epistemology of business can be
expanded to incorporate the epistemologies of sustainability. A theme of the

previous section was that concern for future generations demands an expansion of

knowledge systems into previously overlooked areas. It is not new for businesses to
acknowledge concern and responsibility for the social and economic effects of the
business beyond simple profitability. The tradition of corporate responsibility has a
long and illustrious heritage, including many Quaker founded firms such as
Cadburys, Lloyds Bank and Rowntrees (See Windsor 1980). However, as our
understanding of human induced environmental impacts grows, it is clear that the

challenge of conducting truly sustainable business is significant. This review charts

some of the developments in the understanding of the idea of sustainable business

In Cannibals with Forks, Elkington (1997) presents a vision of business that is
highly responsive to the interests of a diversity of stakeholders, providing evidence of
soctal, economic and environmental success. His catch-phrase, the Triple Bottom
Line, has been widely adopted to provide a framework for corporate reporting on
sustainability (Henriques & Richardson 2004). It is his contention that the successful
businesses of the future will be built on epistemological frameworks which place
equal significance on economic, ecological and social performance. He stresses the
importance of consumer and investor pressure on corporations to demonstrate equal
concern for economic, social and natural capital, but also highlights the influence of
governments through systems of regulation and taxation. Similarly, Hawken et al.
(1999) demonstrate how existing business epistemology excludes knowledge of

natural resource efficiency as a result of organisational, institutional and regulatory

failures. One area of sustainable business discourse concems the role for
governments in supporting the development of sustainable business among SMEs.
(See Welford (1994), Holt et al (2000)). This discourse also emphasises the
resource efficiency aspects of sustainability to the virtual exclusion of concerns for
social and wider natural capital. There is growing evidence of businesses which
adopt a more holistic approach to sustainability, going beyond simple resource

efficiency to address some of the wider social and ecological impacts of business
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activity. The current study enriches this literature by presenting a model to

demonstrate how the epistemology of such firms differs from the more common

forms of business knowledge systems.

Hawken’s Ecology of Commerce, published in 1993 presents an early image of a
restorative economy in which business serves to rebuild and recreate natural
resources destroyed by recent generations. While forcefully narrating the ecological
damage caused by industrial activities, he also proposes that businesses have the
technical and creative capacity to reverse the process of degradation. His later work
with Amory and Hunter Lovins, Natural Capital, published in 1999, provides a
multitude of examples of resource efficiencies achieved by creative businesses.
There is significant emphasis on the ways in which government actions and perverse
incentives serve to undermine efficiency and the authors advocate the use of
ecological tax reform to encourage greater resource productivity. Many of their
examples demonstrate how existing structures of decision making exclude or
undervalue experience necessary for more sustainable business practices. In
Foucault's terms, the accepted grids of specification and authorities of limitation

systematically silence knowledge of resource efficiency and equity'. Hawken at al

(1999). are also very clear that existing practices of free trade can provide perverse
incentives which favour inefficiency, although they do not suggest any specific
mechanisms to counteract such forces. They appear to argue that a general awareness
and valuation of resource efficiency, encouraged by ecological tax reforms, should
provide the necessary incentives to stimulate the supply of sustainable technologies.
They argue that epistemologies that systematically value knowledge of social and
environmental effects should automatically produce more sustainable practices.

Although Hawken’s ideas are widely quoted among champions of sustainable

business, such as Welford (1994), he has perhaps had less direct influence on
business behaviour than Elkington (1997). Hawken (1993) provides inspiring visions
of a restorative economy, and some very general principles of how that might be
achieved. In contrast, Elkington (1997) speaks more directly to the business

community in familiar terms of corporate accountability and ‘the bottom line’.

1 See section 2.4.2 for fuller explanation of these terms.
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Elkington's concept of the triple bottom line (TBL) has become extremely popular as

a theme for corporate social responsibility reporting. Norman & MacDonald (2004)
note that the internet search engine, Google lists over 1,000,000 hits for the phrase

and corporate giants such as Dow Chemical, BT and Shell use the term in many of
their corporate reports. The TBL argument claims that long term corporate success

depends on equal consideration of economic, social and environmental performance.

The work has achieved a high degree of influence because it is firmly based within

the existing corporate epistemology. The language is that of business reporting —

shareholder value, return on investment, 'bottom line’. The surfaces of emergence are

the experiences of global corporations, which have an authority based on longevity

and profitability. However, Elkington also brings to the subject a degree of credibility

from the non-corporate sector through his experience with NGOs. He takes a broad
selection of issues of sustainability related to the experience of individual companies
to demonstrate that failure to incorporate knowledge of social and environmental
effects can ultimately damage a business. The tone of the work speaks clearly to
corporate investors and directors, which may partly explain its pervasive influence.
As powerful authorities of delimitation, corporate investors have significant control
over corporate epistemology and by acknowledging the validity of the experience

represented in Elkington's work, they can accommodate it within existing corporate

structures.

The development of ‘corporate social responsibility’ reporting may not seem to be
significant for the practice of smaller owner managed businesses, but it is worth a
brief discussion for two reasons. Firstly, one might expect a 'trickle down' effect
similar to the adoption of the EMS standard 1ISO14001, such that smaller companies
serving corporate clients can expect in future to be required to provide evidence of
their social and environmental impacts. A second, and perhaps more interesting
reason 1s that CSR reporting demonstrates one approach to altering business

epistemological frameworks to incorporate sustainability concerns.

The phrase, 'corporate social responsibility’ has become highly fashionable in recent

years, as businesses have begun to consider how the needs of investors can be
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reconciled with concerns for the ecosystem, for social justice and for future

generations. To a degree, this is helped by the growth in ethical investment, as some
people require pension funds to provide some assurance that their savings are not
supporting unethical activities (Paul Monaghan in Henriques & Richardson , 2004).
Fund managers are increasingly expecting companies to provide information about
their environmental, human rights and social effects, and indices such as FTSE4Good
provide further incentives for CSR reporting. Many European governments are

encouraging voluntary or mandatory disclosure of environmental reports and expect

more extensive and intensive reporting in coming years. (EC 2001)

One argument in favour of CSR reporting is that it effectively expands the grid of
specification for business information systems. By demanding the collection and

dissemination of information relating to environmental and social impacts, the CSR
report alerts decision makers to features of the business activity that might otherwise
be overlooked. Norman and MacDonald (2004) have made the point that companies
which have traditionally been concerned with those aspects of the business would
already have such information systems in place and that the availability of
information does not necessarily imply their consideration in decision making. While
it 1s often argued that 'you can't manage what you don't measure' it may also be the
case that measurement does not ensure management. The collation of information

does not necessarily validate the data as a critical element of business knowledge.

Elkington's message appears to translate a range of sustainability concerns into
economic terms via the market mechanism of ethical investment. If companies fail to
address issues of equality, human rights or natural resource conservation, it could
ultimately harm their share price by undermining investor confidence in their good
reputation. However, the range of issues for inclusion into corporate reports on
sustainability is potentially extensive, and the process by which a selection is made 1s
itself an act of political authority. The CSR process maintains within the corporate
control which elements of 'social responsibility' are worthy of discussion. One of the
major criticisms of CSR reports produced so far has been the poor quality of such

reports and the dearth of measurement of environmental and social performance

(Norman and MacDonald 2004). A glossy report full of feel-good anecdotes does not
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drive investment in sustainable technologies.

Partly in order to improve the quality of such reports and also to develop a common
understanding of what is required, there have been a range of efforts made to develop
standards, such as the Global Reporting Initiative, SA 8000 and AA1000%. As
Oakley and Buckland point out in Henriques & Richardson (2004), there remains a

concern that such standards may simply promote the lowest common denominator

and discourage innovation among companies seeking to raise standards. However,

they argue that standards of environmental and social reporting are necessary to

provide some credibility and that such standards should be improved as

understanding develops in their practical application.

It seems that the debate surrounding CSR demonstrates some of the challenges of

incorporating sustainability within existing business epistemologies. Elkington has
gained significant influence because his message retains the primacy of shareholders
as the ultimate authorities of limitation. While noting the value of other stakeholder
interests, these are placed within the context of long term business profitability.
Another approach, pioneered by Traidcraft(2005) and the Co-operative Bank (2005)
has investigated the practical application of stakeholder audits, allowing a voice to a
wide spectrum of groups and individuals associated with the organisation. These

audits help to define the types of information that the companies report to interested

parties and, by implication, what aspects of the company’s performance are recorded

and evaluated. However it is worth recalling that neither of these organisations
operates within a standard corporate ownership structure. It is debatable to what

extent these models can be applied in the context of private or public limited

companies.

2The Global Reporting Initiative (GRI) is an independent institution and an official collaborating

centre of the United Nations Environment Programme (UNEP), whose mission is to develop and
disseminate globally applicable Sustainability Reporting Guidelines.

SA8000 is promoted by Social Accountability International as a voluntary, universal standard for

companies interested in auditing and certifying labour practices in their facilities and those of their
suppliers and vendors. It is designed for independent third party certification

AA1000 Series, are principles based standards intended to provide the basis for improving the
sustainability performance of organisations promoted by AccountAbility.
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CSR has encouraged corporations to make statements of their commitment to
principles that go beyond profit maximisation. It has encouraged the collation of
information regarding environmental and social impacts. To some degree it could be
said to extend business epistemology, if only a little. Whether or not it does anything
to encourage more sustainable business practices depends on many other factors —
What use is made of the information? Does it influence policy beyond the need for
better figures? How fundamentally is the business affected by issues of energy use,
climate change, population growth, ecological destruction? These questions are

critical for the development of truly sustainable business within the corporate sector,

but they are not the subject of this research.

While much of the discourse on sustainable business has concerned the information
demands on corporations, there remains a quite different discussion of the
implications of the sustainability challenges for SMEs. Since the early 1990's the
emphasis has been predominantly on environmental management among SMEs,
concentrating particularly on the barriers preventing better uptake of savings

opportunities through improved environmental management. The following section

reviews the common themes of this literature.
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2.3 SME studies

When this research began, in 1996, the published literature on environmental
behaviour of SMEs was extremely limited. This review begins by introducing the
pre-existing literature, in order to explain the aims and objectives of the research, to
develop a theoretical framework for understanding the responsiveness of SMEs to
sustainability. The research approach was based on methods for deriving iterative
grounded theory, discussed more fully in Chapter Three. A key element of this
approach is the integration of a variety of theoretical perspectives with empirical
research. As new research in this area was published, it was used to influence the

process of theoretical development, both directly and in terms of guiding further
empirical research. The SME literature review therefore covers two interwoven

'stories', that of the developing theory and that of the research method.

The theory was first influenced by Welford (1994) and Johnston and Stokes (1995)

views on the role of environmental business support services, leading to empirical

research in this area. Johnston and Stokes (1995) work also drew attention to the

nature of the role played by business consultants, which was considered during the

process of analysing the case study evidence. Jacobs (1998), Ammenberg et al

(2001), Hoevenagel and Wolters (2000) and De Bruijn and Hofman (2001) all
pointed to the role played by existing business networks, formal and informal, so the

case study analysis examined the influence of such networks among the study

companies.

Some research indicated promising avenues of inquiry which were explored by
investigation of theoretical literature and comparison with case study evidence. For
example, Petts et al's (1998) work indicated a potential role for organisational
features and environmental champions, which lead to an investigation of the
literature on learning organisations. Jacobs (1998) concept of 'technology scanning,
by which businesses selectively adopt new technology for development, suggested
another possible avenue of investigation. This lead to an investigation of literature on
innovation. Tilley (1999) highlights the potential conflict between sustainability and

the contemporary business paradigm, encouraging a further investigation of the
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nature of learning versus ‘epistemological breaks'.

The early SME literature, such as Welford (1994) focussed research attention on
support services, and so the preliminary investigations concentrated on the

experience of the providers of this business support. Similarly, the phone survey
attempted to evaluate the influence of business support networks and consultancy
services on SME behaviour. The choice of location for the empirical study was
influenced by McKinney's (1998) findings of raised levels of awareness of waste
minimisation in Lanarkshire. Petts et al's (1998) work stressed the significance of
internal qualities within a business which made some responsive to environmental
pressures. Qualitative research would be necessary to explore the significance of such

influences, and this approach was supported by Johnston and Stokes (1995), Jacobs
(1998) and Ammenberg et al (2001).

An early study of the extent to which SME:s are engaged with questions of

environmental performance is provided by Richard Welford (1994). His survey of
102 SMEs in West Yorkshire was carried out in 1992 and 1993 and provides an
interesting comparison with the phone survey conducted for this study. At that time,
the largest proportion of companies (40%) were not giving any consideration to
environmental performance, and only two had any intention of developing an EMS.
Nonetheless, 40% believed that the environment would become increasingly
important for customers in the future. The survey conducted within this research
suggests that these predictions were accurate and practice among the engaged
companies has improved significantly. However, the proportion of disengaged
compantes remains largely the same, even afier almost a decade of awareness-raising.
Welford (1994) classified companies as ostriches, laggards, thinkers and doers,
indicating the degree to which they were actively engaged in improving
environmental performance. There is a clear implication here that changes in practice
follow from altered perceptions of environmental management, in its wider sense.
Improved performance results from the application of new ways of thinking about the
environment and business performance. In this work he also notes the constraints on

knowledge development within SMEs, including the lack of management resources
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and skills and the weak incentives for change. However, the work does not provide
any explanation for the variation in responsiveness. Welford argued that

improvements in environmental management would best be supported by the

facilitation of environmental business networks and information services. This work

guided the preliminary empirical study of business support services.

A number of such initiatives were developed during the 1990s, including the Aire
and Calder Waste Minimisation Project and Project Catalyst, which were intended to
demonstrate the potential savings from systematic waste minimisation. Neil Johnston
and Anthony Stokes carried out an assessment of the motivations of the participants
in these projects for the Centre for the Exploitation of Science and Technology in
1995 (Johnston and Stokes, 1995). They interviewed participants in three
demonstration projects which operated from 1992 to 1994, including a number of
SMEs. These projects made use of external consultants to help participants identify
potential resource savings and sponsored club meetings to allow a sharing of 1deas
and practical difficulties. The intention of the projects was to alter business
perceptions of environmental responsibility as a cost to that of a benefit, or saving
opportunity, but the evaluation suggested that the environmental element was lost in
the practical application. Waste minimisation was seen as a cost saving technique,
but the connection with environmental responsibility was missed. The study
identifies some features contributing to this failing. One was the common experience
that environmental responsibility fell within the remit of production or engineering
and tended to lack strategic influence. Another factor concerns the use of consultants

to promote and stimulate participation. Many participants had existing connections
with the consultants and benefited from a reduced fee for their time under the project.
However, 1t must also be recognised that consultants commonly justify their fees
with reference to the financial benefits they can bring to clients. However, the study
does reveal some significant points about the process of knowledge development.
Although consultants played an important part in the projects, the comments from the
participants suggests that their role was not as external experts, as might be assumed.

The purpose served by the consultants was to drive momentum for those changes

which staff at participating companies wished to pursue.
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'The consultants were excellent: they didn't know anything, so they had very naive

ideas, 80% of which could be discounted. However, many of the other 20% were

excellent’

pl6 Johnston & Stokes 19935

The consultants effectively granted a degree of legitimacy to engineers within the
companies and raised their profile among managers. Although this point is not
explored by Johnston and Stokes, it is made clearly in the quotes from project
participants. Project participation effectively altered the rules of formation within the
companies, even if only temporarily, to place a higher priority on resource efficiency.

In evaluating the benefits of project participation,

the benefit of 'focus' was mentioned by 65% of the participants and 'drive’ by 30%'
p 22 Johnston & Stokes (1995)

Another finding concerning knowledge development, was the identification of the
benefits of shared learning, Many of the participants commented that club meetings
provided inspiration, support and a degree of peer pressure to implement changes.
The consideration of common difficulties and the observation of alternative
approaches built up a learning community, which many participants found helpful.
The purpose of Johnston and Stokes’ evaluation was not to explore the process of

knowledge development explicitly, but their findings demonstrate its relevance

within these initiatives.

Johnston and Stokes (1995) noted the relatively poor uptake of waste minimisation
support among smaller businesses. Despite the impressive financial savings achieved
by such projects, small companies, in particular appeared to face difficulties in
engaging in the improvement process. The aim of this research project was to gain a

deeper understanding of the nature of those barriers to improvement among SMEs.

A similar survey was undertaken by McKinney as research for a Masters dissertation

at Herriot Watt University in 1998. The researcher subsequently worked for SEPA

and her thesis informed their Waste Minimisation Strategy. This work was

specifically focussed on waste minimisation, rather than wider environmental
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management or sustainability, but it also demonstrates the barriers to engagement
among SME:s. In spite of a number of successful demonstrator projects, awareness of
waste minimisation practices among the sample was low, suggesting weaknesses 1n
the dissemination of the results. Two areas of Scotland showed raised levels of
awareness, corresponding to the catchment areas of the two most successful clubs run
by East of Scotland Water® and by the Lanarkshire Environmental Business Club.
The latter appeared to have better coverage of smaller businesses but the research

indicated that this group identified a number of barriers to engagement. Although

smaller companies would consider issues of waste if pressed by regulators, few
perceived any resulting benefits to the business and were disinclined to invest time

and energy in waste minimisation. When asked what kind of support they would like

to help them to reduce waste, most favoured site visits by specialists providing

clearly targeted advice, in preference to generic resources of printed or web-based

materials.

McKinney’s research had a very narrow focus on waste minimisation, and did not

begin to consider wider issues of sustainability. However, the underlying premise

was clearly that more efficient use of materials calls for a re-conceptualisation of

waste and a re-evaluation of existing working practices to focus attention on material
flows. It appears to the external observer that the narrow focus on waste and the
concentration on cost savings placed severe limitations on the effectiveness of the
initiatives. Although the organisers clearly intended to appeal to accepted business
values, they did not distinguish themselves sufficiently from pre-existing good
practice. Most business would claim to have a policy of minimising waste, because it
would be absurd to claim otherwise. Although the professional advisers may have
altered their own concepts of waste, this was not adequately conveyed to the wider
business community, with the result that engagement among smaller firms was
disappointing. It suggests that waste minimisation initiatives which concentrate on

cost-cutting are not sufficiently challenging to the existing business epistemology to

force the re-conceptualisation required for sustainability.

In recent years there has been a deluge of support for small businesses wishing to

3 East of Scotland Water was merged into Scottish Water in April 2002.
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improve environmental performance, but it remains uncertain how effective these

have been in switching business on to sustainability. Smith et al (2000) reported that

in a survey conducted in 1998, two thirds of respondents claimed to address
environmental issues in an environmental policy or business plan. These companies

were also aware of growing environmental interest from stakeholders such as local

authorities, customers and insurers.

Shearlock et al (2000) report on the poor co-ordination of support services in North-
west England, in spite of a plethora of service providers. One particular problem they
note is that small companies generally require quite specific advice or help, in

contrast to the generic advice produced by government agencies. The knowledge base
of individual companies was not significantly influenced by the availability of

generic advice, because the authorities of limitation selected only specific
information from the available sources. This point is also made by Holt et al (2000)

in their report on support for SMEs in the UK. They note that in spite of the quantity
of support that is available, ‘little empirical research exists to prove whether these

initiatives are assisting the vast majority of SMEs to move towards sustainability .
p33

At this point it is useful to deviate slightly into the field of technology development
among SMEs. Jacobs (1998) provides a very useful survey of studies on the adoption
of new technologies among SMEs, highlighting the importance of a number of
features. One theme of this work is the means of technology dissemination among
small firms and the importance of established networks for the sharing of knowledge
and experience. Although Jacobs was concentrating mainly on information
technologies, it would seem that many of his observations are also relevant to the
development of sustainable technologies. The array of environmental business
networks that have bloomed in recent years have been promoted as a means of
sharing information and experience of clean technologies. It appears from Jacobs'
work that the existing business networks provide approved surfaces of emergence for
the discourse of new technologies, requiring less investment in validation of
knowledge than other sources. However, another theme of Jacob’s work is the

significance of the capabilities of owner-managers in technology scanning - that
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process of identifying potential technology developments and adapting them to
specific circumstances. With a few exceptions listed below, the majority of work on

SME adoption of clean technologies has ignored this aspect, which appears to have a

great bearing on the success of technology adoption.

Ammenberg et al in Hillary (2001) report on a Swedish project supporting 30 SMEs
in an industrial district to develop a joint EMS and obtain group certification to ISO
14001. Although this group had also started out as a waste minimisation initiative, it
had extended into other areas of environmental management and enabled participants

to co-ordinate their internal resources. The shared experience of the waste initiative

built up a degree of common understanding and values that made it easier to invest in

a further stage of learning. Unlike the Scottish waste minimisation initiatives
discussed by McKinney (1998), these companies relied mainly on internal knowledge
resources which they shared co-operatively, rather than depending on an externally
funded consultant. It is clear from the study that the group made significant

investments in developing the internal knowledge bases of the companies and

established trusted systems of knowledge sharing within the group.

De Bruijn and Hofman (2001) conducted an evaluation of 35 pollution prevention
projects, involving more than 1600 companies, to assess to what extent participation
in the projects had made a change to their thinking and investment decisions with
respect to environmental performance. The Dutch model of waste minimisation clubs
s based around provincial bodies. Each province has a ‘prevention team’ to co-
ordinate pollution prevention projects and provide funding. VROM, the Dutch
Ministry of Housing, Spatial Planning and Environment sets targets for reduction of
waste and emissions. Consultants or universities carry out audits and material flow
analyses and trade associations and municipalities work to network appropriate
support services. De Bruijn and Hofman's evaluation indicated that many companies
had increased their knowledge of material flows as a result of the project, but it was
not clear that the methods had been used to generate new options for reducing
material flows after the project ended. Most participating companies already operated
EMS, so these projects did not appear to be reaching the laggards. Trade associations

were named as the best partners in the projects because of credibility and long term
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commitment and it was felt that consultants move on too soon. This study

concentrated on the development of appropriate partnerships to ensure long-term
security for such projects. There is much to be learned from this analysis for the

improvement of British initiatives, not least in the effective co-ordination of local

and national government agencies and the collaboration with existing business

support networks.

Hoevenagel & Wolters(2000) continue this theme in their study of the role played by
intermediary organisations, such as employers associations, and municipalities in

providing specific support to SMEs. These findings demonstrate how institutional
arrangements in the Netherlands have encouraged the development of effective

environmental business support networks, while the UK experience has struggled to

surmount institutional barriers.

These two Dutch studies demonstrate that the process of knowledge development
depends on a complex interplay of institutional and cultural factors. The co-
ordination among different agencies provided a high degree of legitimacy to the
approach, particularly relying on existing trusted sources of information, such as

trade associations. The advice offered was more appealing because it came from a

reputable source.

A study by Frances Tilley (1999), evaluates the depth of sustainable thinking in the
strategies of 60 small businesses in Leeds. All of these firms had made some form of

improvement in environmental performance through changes in waste management,
energy management or product marketing or design. However, Tilley found that most
of these were motivated by efficiency rather than environmental concern. She
classified their environmental responses as strategic (12%), piecemeal (28%),
accidental (20%) and omitted (40%). However, even the most environmentally
conscious firms were not taking a sustainability perspective. Although Tilley
discussed the concept of ecological modernisation and questioned the sustainability
of the accepted business paradigm, it was clear that none of the businesses in the
study had begun to make such a radical reconceptualisation. Tilley argues that any

form of sustainable business system requires a very significant change in perceptions
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and understanding of the role of business, in common with the theme of this work.

However, it does not go so far as to investigate the difficult question of how such an

epistemological break might take place.

This question is investigated by Petts et al (1998) in their study of environmental
responsiveness and organisational learning in SMEs. They surveyed nearly 1000
individuals working in SMEs to gain an impression of attitudes to environmental
responsibility and how these related to corporate environmental performance. They
1dentified widespread support for environmentally responsible behaviour and a desire
among many workers and managers to be proactive in protecting environmental
resources. However, there was also a widespread mistrust of the responsiveness of
others, both within companies and between competing companies. Many seemed to
see themselves as more responsible than those around them. To a degree, this finding
1s likely to arise from their methodology, but perhaps not to the extent that it was
observed. The researchers also investigated 12 case study companies which were
developing environmental management systems to assess the extent of organisational
learning. They concentrated on three key areas, namely the role of the champion, the
attitudes towards the business benefits of good environmental performance and the
structure of the organisation for idea sharing. It was perhaps inevitable that in these
proactive companies, there was an environmental champion in a relatively senior
position. It is difficult to imagine that the companies could be proactive otherwise.
However, an interesting finding is that in only one of the companies did they find
evidence of a proactive environmental attitude to be dispersed through the
organisation. In all of the others the champion was relatively isolated and faced some
challenges in maintaining the momentum of change. With respect to the business
benefits of environmental performance, the main drivers appeared to be cost savings

and meeting rising expectations of corporate customers. It is notable that in none of

the cases studied were environmentally benign technologies promoted, or even
mentioned.

The researchers drew on the concepts of organisational learning to test the effect of
company structures. In 11 out of the 12 companies the management structure was flat

and open, allowing for an informal sharing of ideas. Six had formed environmental
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teams or committees and most of the companies used regular team briefings, works
fora and open-door policies by management to stimulate internal communication.
Non-management staff stressed the importance of two-way discussion to initiate
change, in contrast to the one-sided notion of suggestion schemes. This work appears
to support the idea that organisational features can have some influence on the way in

which business knowledge bases develop with respect to sustainability.

The research by Petts et al. (1998) makes a valuable contribution to understanding
the internal mechanisms that can support improved environmental performance and
moves far beyond the previous research which concentrated on external drivers for

change. In this work Petts et al reveal the importance of internal organisation and

shared learning in improving environmental performance. Nonetheless, it must be

recalled that the selected companies were unusually proactive and more than half had
invested in environmental training for staff, which is not common among SMEs. The
preliminary study conducted for this thesis and confirmed by the case studies,
suggested that environmental training is a very low priority for most SMEs. Although
Petts’' research 1dentified the significance of good internal support mechanisms, it did
not consider how such support could be generated in the first place. Even among the
sample, the understanding of the business benefits of environmental performance was
far from certain. Petts et al have provided a very helpful counterpoint to the incentive
focussed work on waste clubs, but it remains a partial picture. One purpose of this
thesis 1s to integrate these two perspectives to provide a richer understanding of the

interaction of internal and external stimuli for environmental improvement.

The literature on SME environmental engagement indicated a range of possible
influences on behaviour, but none provided a clear theoretical framework with which

to analyse specific experience. The research intended to fill that void, by a process of

iterative grounded theory generation. The following section explains the

philosophical basis of such an approach.
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2.4 Influences on Theoretical Development

The research method, explained in Chapter Three, utilises an iterative method to
develop theory based on combining empirical investigation, reflection and the testing
of a range of potential theoretical approaches. The previous section described the
contribution of emerging work on SME behaviour, and this also pointed to other
disciplines which could potentially illuminate the theoretical development. The
theoretical development was initially inspired by an investigation of educational
theory, highlighting the continuous process of knowledge development through
practice and theory building. This suggested that businesses may become more
sustainable simply by a process of continuous knowledge development, building on

past learning. However, the evidence from the preliminary research suggested that

there was a clear distinction between businesses that were engaged in such a learning
process and ones that were not. Foucault's (1969) work noted the significance of
points of discontinuity in the history of ideas, 'epistemological breaks' where the
basis of knowledge is irrevocably changed. His ideas suggested a number of concepts
that might help to explain this distinction between engaged and disinterested
companies. Foucault's ideas found echoes in the literature on innovation. The
hiterature of organisational theory considers some of the features of social
organisations that can encourage or hinder the development of innovative thinking.
The following sections summarise this literature, pointing out how it was used in the

development of the theoretical framework for understanding SME behaviour.

2.4.1 Learning_vs innovation

Before looking more closely at organisational features that can encourage or inhibit
changes in knowledge, it is important to explore more fully the types of change that
may be envisaged. Ordinarily, knowledge develops through processes of learning,
building on past experience and incorporating new information and understanding.
Kolb (1984)and Schon (1983) have independently explored the educational process
in terms of the iterative interaction between practical experience and abstract
theories. Schon (1983) developed the practice of ‘action learning’ which provided an

opportunity for shared reflection on practical experience in order to develop deeper
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understanding. Kolb (1984) describes a cycle of experiential learning in which
experience is subjected to reflective observation to provide abstract concepts which
form the basis for further experimentation. A key theme of each of these educational

approaches 1s the continued cycle of learning which builds up from repeated

reflection and experimentation.

Similarly, Bachelard is quoted in Gutting (1989) to observe:

Scientific culture is animated by a subtle dialectic that constantly goes from the

theory to experience in order to come back from experience to the fundamental

organisation of theoretical principles’ p.32

Sustainable business may be viewed either as a further development of existing

business practice or as a fundamentally different way of working. It is the subject of
some debate to what extent it is possible for existing corporate structures to fully
accept the challenges of sustainability. Is it possible for business to learn to operate
sustainably or is the concept of sustainability fundamentally disruptive of the existing
corporate paradigm, as Tilley (1999) suggests? Given the diversity of business
practice among SMEs it seems likely that some may be able to incorporate principles

of sustainability with relatively little disruption, while for others the break may be far

more profound. The empirical study provides some evidence for a range of

responses.

The 1990s saw a number of writers (Tushman and Nadler 1996, Nonaka and
Takeuchi 1995, Galbraith 1996) engaged with the problems of innovation,

particularly within large organisations. In a time of rapid technological advance, the
ability to hamness a firm’s creative abilities could be a critical competitive advantage.

Tushman and Nadler (1996) drew a distinction between incremental, synthetic and

discontinuous innovation, either in terms of product or process. This distinction
reflects the degree of change on previous activity. Incremental change is effectively a
further development of existing practice, resulting perhaps from refinement or
adaptation of what has gone before. Synthetic innovation is a more radical departure,

often resulting from some unusual external influence. However, despite this step
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change from the past, there remains a clear connection with previous activity.
Discontinuous innovation, on the other hand, is a completely novel concept that flies
in the face of past practice. One might argue that the lower stages of incremental
innovation should more realistically be classed simply as learning, for they involve
similar processes of applying new information to a familiar situation to gain some
improvement. Learning and innovation can be viewed as different points on a
spectrum of creativity. The feature that distinguishes different points on that scale is

the degree of change from what has gone before. To use the language of Bachelard, it

1s only discontinuous innovation that could be classed as an epistemological break,

since it is here that previous assumptions are discarded and genuinely new thinking is

given voice.

Senge (1990) drew a distinction between what he classed as adaptive learning, which
was associated with problem solving, and generative learning, which results from
creative tension between business visions and current reality. He suggests that truly
Innovative companies have developed structures and values which support generative
learning. This implies a new role for business leaders as designers of organisations,
as teachers and as stewards. Although Senge writes of innovation as the result of
generative learning, thinking 'out of the box', it is clear that he seeks to harness such

creativity within existing business structures and corporate visions. There is a clear

tension between the need for freedom to play with new ideas and the need to channel

such play into profitable activities.

[n seeking to understand the response of SMEs to pressures for sustainability, it is
important to consider how significant a change would be needed. As business
practices vary, it is clear that some firms are likely to be far closer to sustainability
than others and for some a clear break with past practice may be needed. The
empirical study examines the experience of individual companies to gather some

understanding of the depth of awareness of sustainability and the extent of change

necessary.

The sour-dough model incorporates concepts both of learning and of epistemological

breaks. Repeated practice (each new baking) provides a richer knowledge base with
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which to move forward, akin to normal learning processes. However, there are
circumstances in which the knowledge structures of a business can be fundamentally

altered and a completely new range of knowledge ingredients is selected. Examples

of this might include change of ownership of the business or significant changes in

management. The analysis of the evidence provides an indication of how knowledge

of sustainability develops by both means.

2.4.2 Foucault

Another key influence on the developing theoretical framework was provided in the
work of Michel Foucault, particularly The Archaeology of Knowledge (1969). This

section outlines some of the significant ideas of Michel Foucault, pointing out how
these could be applied to the research context. The concept of the archive may be
related to a business identity- those features that make it unique and must be
communicated to new members of the community. The discursive formation
represents the subjects of communication or discourse which occur within a
particular context, such as a small business. The rules of formation define the limits
of a discursive formation through a range of social and managerial structures. These
rules take many forms, including social settings for communication, the interests of
figures of authority and management systems for the identification of important
information. Such rules define, if only temporarily, how knowledge develops within
a social context, but they may also point to the causes of disruption of existing
knowledge systems. This cuts to the core of the research question — what is it that

distinguishes the engaged from the disinterested companies? Could this structure

help towards understanding the break in thinking required for sustainable business?

Michel Foucault's interests ranged very widely and he published works on the
development of clinical medicine, philosophy, social discipline and a history of
sexuality (Foucault, 1961, 1969, 1976) Although during his lifetime his own thinking
developed and changed significantly, at times appearing to contradict itself, this
writer has drawn on only one period of his work, as presented in ‘The Archaeology of
Knowledge’, in which he attempts to define his method of historical inquiry. In

particular, I have made use of his concepts of the ‘archive', 'rules of formation' and
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'points of diffraction’ in order to analyse the process of knowledge development in

small businesses.

According to Gutting (1989) Foucault sought to distance himself from those
historians whose concern was to identify the origin of ideas or attribute originality to
certain thinkers. Instead, he saw the documents of historical analysis as the objects of
study 1n their own right, not as signifiers of some anterior understanding. The
importance of the document or statement was that it had been recorded. The act of
communication required a selection to be made of experience deemed to be
significant and the implied invalidation of other experience deemed less relevant. In
the act of speaking on one thing, we also choose not to speak of others. He presented
the notion of the archive - that body of knowledge that was considered worthy of
faithful maintenance and communication to future generations. Although the term
archive may suggest a fixed body of knowledge that is unchanged, such as a sacred
text, this does not appear to be a quality that Foucault attached to the term. Indeed,
for an archive to continue to be of value over a long time, there must be a degree of
scope for extension, elaboration or interpretation of the body of knowledge. It is this
process of adaptation that is particularly relevant. On the one hand there is a need to
preserve that which has been deemed to be of long-standing value, and on the other
there is a need for constant re-evaluation of ancient wisdom in the light of current
experience. This idea has a very clear relevance for the consideration of
sustainability. Many long-held assumptions concerning planetary resources are now
subject to questioning and revision. The concept of sustainable business may be in
conflict with current structures of ownership and control of resources. For an
individual business, the archive may represent the core business identity, which may,

or may not accord with the principles of sustainability. The structures which govern
how such an archive may change over time might demonstrate the degree to which

the business can be compatible with the idea of sustainability.

Foucault (1969) challenges the apparent unity of any archive, by making clear that
each statement or document maintains an independent existence. The grouping

together of certain statements into a 'discursive formation' is an arbitrary process,

influenced by many 'rules of formation', The 'discursive formation' is a grouping
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together of statements that are acknowledged as having relevance to each other. For
example, Foucault described psychiatry as a discursive formation, but within that
formation he also included statements about the subject of madness preceding the
20th century development of the medical practice of psychiatry. Similarly, business
management may be thought of as a discursive formation which includes statements
about a range of characteristics of the business, such as financial accounts, human
resources, customers, etc. The discursive formation of sustainable business may
include statements concerning a range of social and environmental characteristics of
business practice. Just as each scientific discipline contributes to the wider scientitic

discourse, so sustainable business discourse contributes to the wider discourses on

sustainability. Within one company, the subjects of internal communications may be

described as the discursive formation of the business.

Foucault (1969) argues that the range of possible statements which may be
constructed within a particular discursive formation is limited, not only by the rules
of grammar or logic, but also by what he refers to as the 'rules of formation'. These
rules define, sometimes at a subconscious level, what experience may be considered
In relation to others and how objects of thought may be placed in relation to one
another. There is, in theory, an unlimited number of discursive fields, yet the subjects
of discussion and the formulation of those fields are restricted by social, institutional,

political and psychological constraints. A clear example of this is in the development

of 'environmentalism' which has come to incorporate the experience of a highly
diverse range of disciplines from engineering to climatology. Foucault’s
archaeological method sought to uncover those rules of formation and reveal how
certain experience or information gained a privileged status over other knowledge

that was disregarded. By drawing attention to the unspoken and to the structures

which silenced certain experience, he sought to liberate the mind to investigate the

alternatives to accepted norms. He makes clear that a discursive formation is a
collection of statements that emerge from a 'non-discursive context' — the experience

of daily life. What Foucault seeks to uncover are the unspoken rules which separate

out certain forms of experience to be worthy of articulation and discussion.

The “method’ of archaeological investigation concentrates the attention on certain
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aspects of a discursive formation which delimit its field of relevance. Foucault(1969)

1dentifies four basic elements of a discursive formation — the objects of the
statements, their 'enunciative modalities', the concepts used to formulate statements,
and the themes or theoretical viewpoints developed within the formation. The term
‘enunciative modalities’' refers to the institutional context within which statements
may be made. For each of these elements he describes forms of rules which influence
the construction and use of statements within a discursive formation. Foucault
developed this method based on his preceding work on the history of thought and not

all of the elements or their rules can easily be applied to the far more limited field of

small business management.

For this work, the most relevant element of Foucault's analysis concerns the rules for

the formation of objects. He distinguishes three forms of such rules, which set apart
certain forms of experience as being worthy of discussion. One form concerns the
social context from which an object emerges, the 'surface of emergence'. Objects are
worthy of discussion if they are in some way unexpected or pathological, so it
follows that the social context defines what is considered to be normal and what is
not. From that context, particular experiences emerge as being unusual and therefore
the object of discussion. There are many potential objects for inclusion within the
discursive field of sustainable business, but the selection of those objects depends on
characteristics of the local social context, the specific business. For example, some
workforces may be very conscious of recycling rates and therefore discuss each new
waste stream that they encounter. Similarly, if workers are used to a mixed ability

working environment, they may notice the absence of disabled workers in a particular

factory, while those working in exclusively able-bodied workplaces might not

register this absence.

A second form of 'rules for the formation of objects' concerns social authority to
define objects for discussion and Foucault refers to these as 'authorities of
delimitation’. In addition to objects which emerge naturally from a particular social
context, some objects come to be discussed because individuals in positions of

authority decree that it should be so. This is very clearly applicable to a small

business context, particularly where the owner is closely involved in the operation. If
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the owner is concerned about certain features of the business, such as materials

etficiency or energy usage, then line managers and supervisors are required to discuss

these matters. Within the wider sustainable business literature discussed in section
2.2, there is consideration of the role of shareholders as authorities of delimitation
through the process of corporate social responsibility(CSR) reporting. If shareholders

demonstrate a concern for social or environmental performance then companies are

required to discuss and report on such issues.

The third type of 'rules for the formation of objects' are those concerning
classificatory systems, which define certain forms of experience as relevant to the
discursive formation. Thus, the object of discussion does not depend on observation
within a social context or on the interest of an authority, but on prescribed systems of
identification or, in Foucault's terminology, a grid of specification. An environmental

management system could be construed as a grid of specification which directs
management attention to certain classes of information about business performance.
Similarly, if shareholders, as authorities of delimitation require information on social
and environmental performance, then a company may establish CSR reporting
procedures which themselves form a grid of specification. This would require

managers to identify certain forms of information described by the reporting

procedures.

This last example highlights an important feature of Foucault's rules of formation,
namely that they are interconnected and do not act independently of each other.

Within a discursive formation there may be a number of rules of formation in
operation, some of which may work in contradiction to others. For example, it is

conceivable that a company may have established an environmental management
system In order to satisfy customer requirements. However if the owner and the

workforce have no interest in environmental performance it is possible that the

information gathered for the EMS is not used to influence the decisions and actions

of the company.

Foucault also examines the importance of 'enunciative modalities' such as the right of

certain people to use a given mode of speech and the institutional site of origination

48



of the statement. In more prosaic terms — what right do you have to say that and what
business is it of yours? This questioning of authority seems to be particularly
appropriate when examining the experience of small businesses, many of which

strive for freedom of decision making, but are subject to strong external pressures.
Concerning environmental performance, there may be many individuals,
organisations and authorities which seek to influence the discussion of business
sustainability, but the degree of their influence depends on many of the other rules of
formation. For example, environmental authorities have a legal duty to force
businesses to consider certain features of environmental performance. While
consumers may also wish their suppliers to demonstrate good practice, their influence

1s constrained by features such as their individual power relative to other consumers.

Foucault's rules for the formation of concepts and for the formation of strategies are
not so directly applicable to the business setting. However, they do provide some
insight into how accepted patterns of knowledge can change. Foucault is not only
concerned with the structures which constrain and direct the development of
knowledge. He also acknowledges the significance of discontinuities of thought
which allow for the emergence of distinctly different ways of thinking. These bear
some resemblance to the ideas of his teacher, Gaston Bachelard who was interested
in the role of ‘epistemological breaks’ - points of rupture with previous ideas, where
thinking is irrevocably changed from what went before. Gutting (1989) relates the
debate between Bachelard and Canguilhem regarding the degree of continuity that
may endure such breaks in systems of thought. Canguilhem provides a richer
understanding of epistemological breaks by recognising that such breaks are not
necessarily completely disjunctive. Concepts from a past theory may be maintained,
but their relations to others can be redefined in superseding theories. So even
although a theory can become outdated the concepts behind them can remain valid.
While Bachelard was concerned with the epistemological obstacles that constrained
scientific thought, Canguilhem is less sweeping. He does not cast out the old i1deas as
necessarily bad or wrong, but views them more as providing the building blocks,
perhaps modified, for later theories. Within Foucault’s structure of rules of
formation there occur ‘points of diffraction’ at which two equally permitted, but

incompatible theories may exist. He examines the circumstances in which such
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discontinuities can emerge within a discursive formation.

It seems that the idea of the epistemological break is highly significant for any
discussion of sustainability. Existing practices and modes of thought concerning the
role of humans on the planet apparently have to change quite dramatically over the
next few generations. The objects of value or significance will alter as we gain a
deeper understanding of the part we play in planetary life systems. Section 2.1,
discussing the literature of sustainability, argued the case that sustainability 1s

fundamentally about reconceptualising the role of humanity within planetary systems.

Within that context, business sustainability also demands a profound

reconceptualisation of the physical, social and economic environment within which

companies exist. It is not yet clear how much of a change is necessary for small

businesses to adapt to the demands of sustainability, but it does appear that there are
some who are open to such change and some who are not. This research examines
the process of knowledge development in eight SMEs to understand whether their

experience represents an 'epistemological break' or a gradual learning process.

It was Foucault’s contention that a careful examination of these and other
characteristics of a discursive formation could provide some understanding of how
certain types of knowledge have developed. By examining what is and, more
importantly, what is not said, we can more fully appreciate the limits of a discursive
formation. Foucault's analysis of discursive formations provides inspiration for the
analytical approach of this study. By examining how certain experience and
knowledge is valued and used in business decisions, we can begin to understand how
some companies become attuned to sustainability, while others remain inattentive to

its demands. By questioning the authorities of limitation, we begin to see how certain

practices can become open to question while others remain immutable.

This work seeks to understand the rules of formation which guide the development of

knowledge in small businesses and which, in some cases, can lead to the
development of new perspectives and new practices. By examining the social

structures and practical processes by which new information is tested and evaluated,

we come to understand what features contribute to the epistemological breaks or
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reconceptualisations that set businesses on the path towards sustainability. Many of

these themes are common to the literature on organisation for innovation, which 1s

discussed below.

2.4.3  Organisational theory

Organisational theory concerns, among other things, the flow of knowledge and
information within organisations. This requires a balance to be struck between
formalising certain classes of information while also encouraging the consideration
of new information. This discussion begins by examining the role of procedural
standards as a means of sharing good practice, and then reviews some of the
literature on organisational learning and innovation. This demonstrates a number of

features of business organisations which can encourage or inhibit the development of

new knowledge within a business.

Early writers in management theory, most notably F.W.Taylor (1947), were most
concerned that mass production required a fast and efficient means of reproducing
craft skills among an unskilled workforce. To this end scientific management
encouraged the breaking down of skilled tasks to many, much simpler operations
which could be carried out repetitively by unskilled workers. Thus the traditional
knowledge of the crafts-man or -woman was simplified into the manufacturing
operating procedures. As mechanised production has become increasingly
sophisticated, detailed knowledge of manufacturing operations has become
embedded in capital equipment, vastly improving the reliability and standardisation
of product. These systems are now so highly advanced that most manufacturing
firms do not have sufficient personal knowledge to learn how their processes can be
improved. Those people who can analyse manufacturing systems’ performance work
as highly paid consultants. However, it is not only mechanisation that has lead to
standardisation. The rapidly expanding service sectors rely on human behaviour to

add value, but in order to produce a predictable standard of service, the idiosyncrasies

of personal characteristics have been subsumed in detailed work instructions. The
three-ring binder has become a symbol of global standardisation, defining in precise

terms how each task is to be performed to prevent any unexpected deviations from
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the norm. Standardised procedures provide a degree of predictability, which 1s

critical for many types of operation.

Standard operating procedures are a critical element of the corporate knowledge base
of any business. To a degree they could be said to define the business identity, by
describing how they perform daily activities. Particularly for manufacturing firms,
repetition and conformity are central to the quality of the final product and changes
must be carefully evaluated to avoid any compromise of that quality. Standard
procedures effectively provide a grid of specification to classify certain knowledge,
experience or practical activities as critical to the business knowledge base. They

provide the rules to identify classes of information deemed essential to the business

discourse.

Galbraith (1974) looked at organisations in terms of information processing. He
noted that predictable work could be organised according to rules and procedures,
even when the degree of organisation was relatively complex. For predictable tasks,
even those calling for a lot of co-ordination among different task performers,
procedures, targets and rules can be developed to ensure that the work is
appropriately co-ordinated. However, the less predictable the work, the greater would
be the need for 'on-the-job learning', in-situ information processing. Galbraith
suggests that the success of an organisation depends on a combination of the amount
of non-routine work that it performs and its ability to process information to resolve
new problems. This suggests that organisational structures suited to standardised
predictable work are not necessarily well-suited to work demanding creative

responses to novel problems, such as waste minimisation or sustainable production.

In the 1950’s a body of literature developed which focused on the need for
organisational learning and, ironically, some writers proposed developing procedures
for that purpose. Demming’s work on quality circles encouraged workplace learning
by encouraging the setting up of procedures to review experience and devise new
solutions and improvements (Demming 1982). This work has been highly
influential and has formed the foundation of quality management standards, which in

turn influenced the shape of the international standard for environmental
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management. At one level procedures can be improved and developed by a conscious
application of a learning procedure. Environmental management systems can
establish procedures for the continual review and improvement of environmental
practice. They can, if well specified, provide a grid of specification, directing the

attention of managers toward important features of environmental performance.

The literature of knowledge management has been predominantly concerned with the
means of sharing information in large organisations, particularly in respect of
information technologies.(Scarbrough et al 1999). Hansen et al (1999) distinguish
between strategies of 'codification’ and 'personalisation’ in the work of management
consultancies. Codification depends on extracting 'knowledge objects’' from cases,
and making them widely available within the organisation for others to use, e.g. viaa
database. It depends on a reasonable degree of standardisation in the service provided
to different clients. Personalisation strategies depend on getting people together to
tackle novel problems, calling on a range of relevant experience. Although

technology can allow a sharing of basic information, it does not substitute for

personal contact. These ideas clearly echo Galbraith's information processing work of
1974.

Donald Schon (1971) described 'dynamic conservatism', an active resistance to
change, which he observed in many large organisations. This can be seen when
structures and systems which are developed to deal with one situation are threatened
by changes to the operational environment. Galbraith (1996) wrote of innovation as
being destructive of established practices and proposed organisational structures
specifically to protect the development of innovative ideas. Similarly, Tushman and
Nadler (1996) note that organisational structures appropriate to ‘today's work’ may
retard the capability to realise ‘tomorrows work’. Systems get embedded and the
people who are effective in making the system work at one time have an investment
in a 'no change' policy. Foucault was at pains to make clear that the rules of
formation, as well as delimiting an area of discourse, also served to exclude certain

statements as irrelevant. By establishing certain patterns and organisational

structures, we preclude the possibility of alternatives.
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Nonaka and Takeuchi (1995) have studied the experience of Japanese companies in
developing cultures that encourage learning and innovation. They point out the
significance of tacit knowledge, which is embedded in working practices and specific
contexts and, as such, may be difficult to recognise or articulate in difterent
circumstances. The focus of attention for Nonaka and Takeuchi is the interaction
between personal, tacit knowledge and systematic, explicit knowledge, in the context
of organisational learning for innovation. They describe a ‘spiral of knowledge’, in
which tacit knowledge is articulated and codified to enable it to be communicated to

those in a dissimilar context. The process of internalising the explicit information and

adapting it to a new context is perceived as the basis of innovation.

For Nonaka and Takeuchi, the key step is finding ways of revealing and making
explicit the practical knowledge and concepts used by working people in their daily

lives. In some ways this could be compared with Kolb’s (1984) stage of reflective
observation, but Nonaka and Takeuchi make clear that in order to become aware of
ones own tacit assumptions and working models it is often necessary to have those
challenged in some way. They refer to the use of koan, or seemingly contradictory
phrases, in stimulating learning in business organisations. The effort of making sense
of the contradiction may lead to a deeper understanding of personal assumptions and
concepts. A more superficial, but similar effect may be achieved by a professional

consultant studying the workings of an organisation, questioning traditional practices.

This process of making explicit the tacit knowledge held by people is referred to as
the articulation of the knowledge.

The next stage in Nonaka and Takeuchi’s cycle depends on the codification of that

articulated knowledge in forms that can be communicated to others in the

organisation. As the knowledge is separated from it’s original context it may be
referred to as information, rather than knowledge. The final stage of receiving the

information and adapting it to a new context is classed as ‘internalisation’ and creates

new personal knowledge . This cross-fertilisation of ideas is viewed as the basis of

innovation.

This process of adapting knowledge from one practical context and applying it to
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another is highly relevant to the practice of improving environmental performance.
The preliminary study identified a range of knowledge sources available to SMEs,
including environmental business clubs which provide opportunities for sharing of
experience. The case studies indicated that many of the better performing companies
utilised knowledge from a wide range of internal and external sources. The way 1n

which such knowledge is incorporated into the developing knowledge base is

influenced by features of internal organisation.

Tushman and Nadler (1996) have suggested a number of features of an organisation
that can help to develop a willingness and ability to innovate, under the broad

headings of individuals, formal organisational arrangements and informal

organisation. They have argued that :

‘'organisational learning and innovation is a group and inter-group phenomenon

and individual contributors rarely produce the creative ideas or solutions required

Jor complex or discontinuous innovation.’ p143

For this reason, the individual characteristics they stress are connected with group
working and the sharing of knowledge. The skills required to help people to work
effectively in cross-functional groups identified by Tushman and Nadler include

problem solving, communication, conflict resolution and team building. Clearly these

are also skills necessary for running a small business.

There are also aspects of the informal organisation that can serve to encourage
learning. Tushman and Nadler argue that innovation is supported by working norms

that favour high standards of work, informality and flexibility. If workers are aware

of the need for high standards and are rewarded for it, they are more likely to engage
in actively learning how to improve. Similarly, a degree of informality and flexibility

allows people scope to try out new ways of working. Tushman and Nadler suggest

that an atmosphere of trusting conflict resolution is essential if new ideas are to gain
widespread acceptance. This relates back to the inherent threat posed by innovation
to established practices. For new practices to build on past knowledge, there needs to

be a clear process of acknowledging and working through potential problems,
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integrating received wisdom with new ideas.

However, there are also features of informal organisation that can effectively
discourage innovation by making it risky for people to suggest new ideas. If an
organisation is overly concerned with operating according to the rules, it can fail to
perceive opportunities for improvement. More critical though is the attitude taken to
unsuccessful innovation. New ideas that do not produce the anticipated benefits can
either be viewed as a source of better information — why the idea did not work — or

they can be treated as failures to be covered over and forgotten as quickly as possible.

If failed ideas are brushed under the carpet or if unsuccessful innovators are

punished, the long-term effect is to discourage future innovation.

Tushman and Nadler have also identified formal organisational arrangements that can

support innovation, some of which are commonly found in the informal workings of

small firms. The key purpose of formal arrangements for innovation is to encourage
people from different disciplines and working areas to work together to share ideas.
Within a small business, there are few organisational barriers to prevent contact
among separate parts of the organisation, but some firms are more clearly integrated
than others. Coffee rooms provide a clear illustration. In some firms managers are
supplied with coffee in their offices by secretaries and they tend to eat lunch at the
desk or with external business contacts. In others, facilities are shared among
management, office staff and production staff and these provide the social hub to the
factory. This apparently minor difference demonstrates the ease with which workers
in different parts of the firm communicate with each other. Another formal
arrangement relevant to the smaller firm is the availability of training opportunities.

As well as developing the skills of the workforce, training also provides a forum for
workers 1n different areas to share experience. At one level this may serve to support

personal learning from both formal and informal sources, and at another it can

provide a stimulus to ideas for improved performance.

Tushman and Nadler’s model identifies a number of characteristics of individuals
and formal and informal organisation which can help to encourage innovation. They

build up a picture of a learning organisation as one with a high degree of internal
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cohesion and loyalty, dedicated to high standards of performance, open to new
influences and willing to test new ideas and take calculated risks to improve
performance. Individual members are committed to advancement within the firm

through training and varied work activities which challenge their capacity.

Their work was helpful during the analysis of the case study evidence, drawing
attention to internal features that supported the development of the environmental
knowledge base. One iteration of the analysis tested the direct relationship between
learning organisation characteristics and environmental performance. Those
companies which performed well demonstrated many learning organisation
characteristics, but so did companies with a weaker environmental performance. On

reflection, it was clear that a company's capacity to learn and innovate was only one

of the influences on environmental performance. Some companies could be highly
innovative, but they directed their creative abilities to non-environmental aspects of
the business. Nonetheless, learning organisation characteristics contributed to the
development of the environmental knowledge base of businesses. Organisation was

therefore included as one element within the sour-dough model, which is described

fully in the following chapter.

2.4.3  Summary

The sustainability literature highlighted the significance of integrating knowledge

from many disciplines in order to develop understanding of the impacts of current
human activities on future generations. It is a discursive formation that is rapidly
expanding to incorporate contributions from many different surfaces of emergence,
many enunciative modalities and many authorities of limitation. Business discourse
is not untouched by this expansion and the corporate world faces increasing demands
for evaluation and analysis of their environmental and social impacts. The corporate
world has long recognised shareholders as the ultimate authorities of limitation on
the rules of formation for business discourse, and it is through the influence of those
authorities that the growth of corporate social reporting has come about. However,

small and medium sized businesses, which account for 99% of businesses in

Scotland, are not so clearly affected by the interests of institutional investors. Early
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literature in this area (Welford, 1994) suggested that SMEs lagged far behind larger
corporations with respect to environmental management and there has been very little
literature concerning their engagement in the wider social aspects of sustainability.
There appeared to be a contradiction within the literature between the case evidence
of companies profiting from resource efficiency and the perception of widespread
disinterest. Most of the literature on SME engagement has concerned the roles played
by support services, such as environmental business clubs. This research therefore
sought to explain the distinction between the engaged and the disinterested

companies and began by investigating the effect of support services in Scotland.

In building a theoretical framework with which to understand the differing reactions
of businesses to sustainability, the research drew on a number of theoretical
disciplines. Educational literature highlighted the cyclical nature of the learning
process in building up an increasingly rich understanding through the integration of
theory and practice. Foucault identified a range of 'rules of formation' which
effectively defined the scope of a discursive formation, highlighting the social and
institutional features which allowed for the emergence of certain objects or discourse.
He also noted the effect of the 'epistemological break' where knowledge systems are
significantly altered to incorporate new areas of knowledge which had been
previously overlooked. This literature provided a structure for interpreting the
literature on organisational theory, particularly in relation to innovation. Much of that
literature concerned the social context, or the surfaces of emergence, for the
possibility of new ways of thinking. It strove to define the conditions or rules of
formation which could allow for an epistemological break, or discontinuous
innovation. Early writers on organisations were concerned with standardising

procedures as a means of disseminating and repeating good practice, but later work

has highlighted the limitations of standardisation when it comes to improving and
developing new knowledge. As the pace of technological change increases there is a
growing recognition that successful firms need not only repeat past success, they

must also remain open to new opportunities and be willing to cast aside past truths.

Many writers have identified features of organisations which can encourage learning

and innovation, including the personal and institutional capacity to question accepted

practice.
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Sustainability demands changes in business practice, and while in some cases this
may be a natural development of existing knowledge through learning processes, in

others it could demand a fundamental reconceptualisation of the purpose and identity
of the company. In order to understand why some firms appear more open to the
challenge of sustainability than others, it is necessary to examine the structures of
knowledge development within the organisation. These structures include the grids of

specification that define critical areas of knowledge, the rules of formation that select

from internal and external knowledge sources and the organisational features that

miXx together different knowledge sources. These ideas are all reflected in the sour-

dough model presented in Chapter Four.
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Be aware of the spirit of God at work in the ordinary activities and experience of
your daily life. Are you open to new light, from whatever source it may come?

Advices and Queries
Quaker Faith and Practice, 1.02.7

Chapter Three

Research Methodology

The principle aim of this research was to develop a theoretical framework to explain
the variation in responsiveness of SMEs to sustainability. This chapter begins by
presenting the philosophical basis of the research, justifying the basis for its
contribution to knowledge. It then explains the use of iterative grounded
methodology, which integrates empirical and literary research in order to build up an

explanatory structure. This includes an outline of the overall research process,

followed by more detailed descriptions and justifications for the separate empirical

research stages .

3.1 Research Philosophy

Epistemology is defined, in the Concise Oxford Dictionary, as the theory of the

method or grounds of knowledge . This work begins with an explanation of the

epistemological framework for three reasons. Firstly, knowledge is itself the subject

of the research, so it is vital to establish clearly from the outset the concept of
knowledge that is developed in this work. Secondly, the purpose of the thesis is to
demonstrate that this research has made a valid contribution to knowledge, hence we
must be clear about the nature of knowledge that this work provides. This leads to the
third reason, which relates to the research methodology. The justification for the

methodological approach is based on a post-structuralist conception of the social

world, with its attendant post-modern epistemology.
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This research presents a theoretical framework, or model for understanding the

behaviour of SMEs. It is intended to draw attention to a range of features that
influence behaviour, although the outcome of their interaction is complex. It is not
claimed that this model is the only possible interpretation of the evidence, but rather,
the model provides a useful guide to significant influences. The value of this
contribution should be judged in the context of the discursive formation to which it

belongs. It does not present a theory in the positivist or the structuralist sense, but a

theoretical framework which identifies forms of experience which have influenced

the consideration of sustainability.

Foucault(1969) drew attention to the social and institutional structures which served
to guide the construction of social knowledge. By contrasting the concepts of
previous eras with contemporary understanding he undermines any sense that an

existing system of knowledge is permanent and unchanging. He enriched

understanding of current concepts by reference to change from those of preceding
generations.

Baert (1998) describes how rational choice theory, developed from economics, aims
to explain social behaviour with reference to the personal preferences of individuals,
as demonstrated by their effective utility functions. Utility functions provide a
theoretical mechanism for the ordering of preferences, and rational choice allows
individuals to maximise their expected utility from the range of possible alternatives.
James Coleman's Foundations of Social Theory, cited in Baert (1998) developed this
theory to account, not only for economic behaviour, where the theory arose, but also

for the diversity of social behaviour. Baert (1998) notes that rational choice theory is

not used to explain the behaviour of individuals, but of large groups of actors or

consumers. The intention is to explain social structures by reference to the
generalised preferences of the mass of actors, not to investigate the differences
between individual preferences. He states that one of the underlying assumptions of
rational choice theory is that preferences are stable over time and throughout society.
It is therefore conceivable that the theory may be used to explain why SMEs either do
or do not engage in environmental improvement, but not why some SMEs behave

differently from others. In contrast, this work does not assume that SMEs have
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broadly consistent utility functions. The economic approach generally assumes a
profit maximisation objective for business decision makers, although acknowledging
that some businesses may have different objectives and therefore different utility
functions. However, these are taken to be pre-existing 'givens' and the approach does
not allow for examination of the differences between utility functions for different
companies. Baert (1998) criticises the approach of rational choice theorists on the
basis that preferences are attributed by researchers to justify the rationality of
behaviour, but they are rarely tested empirically. Since this work is concerned with
the differences in behaviour among businesses, such generalising assumptions are
inappropriate. Although other writers, such as Reinhardt (1999), have based their
analysis of corporate environmental behaviour on this model, this work takes a

different approach in order to take account of social influences which cannot easily

be contained within the rational choice model.

One theme of the development of social theory in the twentieth century has been the
debate over the contribution of scientific method to understanding the social world.
On one hand there is an intuitive appeal about the apparent certainty that may be
attributed to scientific knowledge, while on the other there are clear limitations as to

the extent to which scientific method may be applied to the social world.

Consideration of the positivist and the structuralist schools of thought illuminate this
debate.

Positivism may be stylised as a strictly scientific approach to knowledge. It gives
precedence to sensory observation for the development of scientific knowledge,
assuming that such observations may be made independently of preconceived

theoretical foundations. However, Gaston Bachelard argues that our perception of
objects 1s guided by a theoretical perception of their nature (Gutting 1989). How we
use senses to apprehend an object is determined by scientific understanding and

instrumentation. The qualities that we perceive are described in terms of the
theoretical models we use to investigate them. Theories guide our perceptions
towards specific qualities of experience which are considered important for the

development of more general understanding. Where, though, do we find these

theories which guide our learning? Karl Popper, quoted in Warburton (1999) writes,

62



'There is a reality behind the world as it appears to us, possibly a many-layered

reality, of which the appearances are the outermost layers. What the great scientist

does is boldly to guess, daringly to conjecture, what these inner realities are like.'
p278

However, Popper is concerned with the demarcation between science and non-
science. He presents scientific theories as bold ideas that may be in apparent
contradiction with existing observation as currently understood. Such theories
provide predictions about possible observations. The theories are not, in themselves,
true, but good approximations to the underlying reality. Popper distinguishes
'empirical’ science from non-science, based on whether a theory provides falsifiable

hypotheses. The testing of such hypotheses contributes to scientific understanding.

According to Baert (1998), Popper tends towards a positivist epistemology, giving
precedence to sensory observation as the foundation for scientific knowledge. This
necessarily precludes certain forms of evidence that cannot be objectively evaluated.
By those standards, the theory developed in this work is avowedly not 'scientific' in
the Popperian sense, because it relies on evidence that is not open to direct sensory
observation, and it does not provide strictly testable hypotheses. Any hypotheses
deriving from the theory are indicative rather than strictly falsifiable. Positivists
believe that there are unseen structures at work which can explain observed
phenomena. Their work concerns the testing of theories by reference to physical
observation. Part of the problem of this approach is that there is a great deal about the
social world that is not open to observation, even although it may have a significant
influence on social behaviour. Values and informal social organisation, for example,

have to be inferred from a range of evidence and are therefore not open to direct

objective measurement. Baert argues that positivism is therefore a weak method for
understanding the social world.

Structuralism is an approach to understanding the social world that underpins the
linguistic work of Saussure (1916), the psychology of Piaget (1974) and the
sociology of Durkheim (1895). (Baert 1998). The structuralist school of thinking also
holds that there are long-standing, invariant principles, or laws which guide social

behaviour, but in contrast with positivist perspectives, structuralists hold that these
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laws cannot be tested simply by reference to observation. Although these underlying

social structures have a causal effect on individual and social behaviour, one cannot
use simple observation to test the validity of hypothesised structures. Structuralism
takes a holistic approach to understanding social behaviour, such that meaning 1s
embedded within a broader context. Directly observable effects may have a variety of
meanings dependent on their wider social context and are therefore not the
constituents of simple causal relationships proposed by a positivist view.
Structuralism concentrates on understanding the underlying, relatively fixed
structures which guide social behaviour, rather than the transient variations between
events. Durkheim (1895) sought to understand 'social facts' which he deduced from

empirical research, implying the existence of universal structures controlling the

actions of the individual. Baert (1998) argues that a further principle of structuralism

is the concept that social structures act as a constraint on individual agency. This
implies that it would be difficult for an individual to have any effect on structures. It
is this principle in particular that is in clear conflict with the approach taken to this
study. Although, at any moment, the actions of an individual may be constrained by
the social context, it is not assumed that such social structures are inevitable and
invariant. It is a fundamental premise of this work that the present, unsustainable
social structures are open to deliberate change. The concept of society built upon

invariant principles is in clear contradiction to the position taken in this work.

The post-structuralist perspective developed from a rejection of the constraint of
agency implied by the structuralist view. Foucault (1969) contributed to this through
a painstaking deconstruction of the concept of unities of thought, challenging the
notion that such unities can have any existence except as artificial mental constructs.

As was discussed in the previous chapter, he goes on to identify a range of interacting

social and institutional structures which legitimate certain forms of knowledge within
particular settings. A statement or document has its own existence, but any value
that may be placed on it depends on its relation to other statements and the meaning
accorded to 1t within a discursive context. There is no intrinsic value in one statement

except in its relation to others, such that it contributes to a wider discursive

formation. This carries very significant implications for the objectives listed at the
start of this section.
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Firstly the validity of this work as a contribution to knowledge depends on its
integration with other statements and the ease with which it can be related to a wider
discursive formation. The work is cross-disciplinary, drawing inspiration from a rich
variety of intellectual sources, such as educational theory, organisational theory and
the wider discourse on sustainability. By integrating these perspectives with the
practical experience of business managers, this work draws together knowledge that
was previously distinct. The analysis of business epistemology draws out relations
that had been overlooked. In addition to explaining the real-world observations, it
also contributes to a wider understanding of knowledge development. The
generalisability of the theory will depend on further research but this in itself is a

contribution to knowledge, because it inspires further investigation, further leaming,
and the development of further knowledge.

A second implication of this post-structuralist perspective concerns the model of

knowledge development that emerges from this research. The sour-dough metaphor
describes knowledge as if it were a living, developing entity, constantly absorbing
and selecting new forms of constituent knowledge, yet grounded in specific temporal
and spatial contexts. The value of a particular contribution depends on its integration
with other knowledge, its influence on the changing knowledge base. There is no
fixed, unchanging knowledge base, because knowledge only has life in application
and further development. Thus, in order to study how knowledge develops in a
particular context, it is necessary to take account of the social organisation which

authorises and validates the process of knowledge development. This idea draws

heavily on Foucault's archaeological method.

Finally, Foucault stresses the significance of social contexts for the formation of
concepts and their construction into theories. This suggests that a theory to explain
the behaviour of small businesses should be predominantly based on the categories
that are relevant within that context. The post-structuralist view supports the
grounding of theory within a specific empirical setting. The following section

describes in more detail the approach of iterative grounded theory that underpins this
research.
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3.2 Iterative Grounded Theory

Grounded theory is a term coined by Glaser and Strauss (1967) to describe a process
of inductive theory generation based on empirical evidence. A key theme of this
approach is that theories can, and should, be based on real life experience. They
describe a research process that begins, not with a preconceived theoretical basis, but
with an exploration of a substantive area. Their approach emphasises the need for
generating new theory directly from data, basing categories and properties on real life
experience, rather than on preconceived concepts adapted from other contexts or
disciplines. A cornerstone of this method is the comparative analysis of study groups,

intended to draw out similarities and differences which form the basis of categories —
the building blocks of theory. The conceptual categories that emerge from

comparative study are further extended and refined as they are tested in more cases,
providing greater richness to the idea. The validity of the method is based on the

comparative analysis of evidence, not in the independent or objective validation of
each piece of evidence. In keeping with post-structuralist thinking, they adopt a

relativist epistemology, utilising a range of data sources for the development of

categories.

The method of discovering grounded theory was developed for sociological research,

but has been widely adopted in a range of disciplines. Strauss and Corbin (1997) state
that

'Grounded theory methodology and methods are now among the most influential

and widely used modes of carrying out qualitative research when generating theory

is the researcher's principal aim' p.11

While Glaser and Strauss' methods have been highly influential in the development
of qualitative inductive research, there have been criticisms of their wholesale
rejection of pre-existing theory. Orton (1997) questions the simple dichotomy
between inductive and deductive research implied by their approach. He refers to the
development of organisational process research as an example of a research

methodology that falls somewhere between these two camps. Iterative grounded
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theory is an approach that utilises the empirical priority of grounded theory, but
modifies it in order to draw on potentially enlightening theories. By this method, a

theory is gradually built up by a process of investigation and reflection, using the

findings of each stage of reflection to guide the next stage of investigation.

'In a study where neither the theory nor the data is fixed, research improvisation

works better than research design’. Orton p432

Iterative grounded theory is used where research is focused on complex

organisational phenomena which occur over time, such as organisational learning and

cultural change.

The research question concerned the differential responsiveness of SMEs to
sustainability, but in the early stages of this study the subject was poorly understood.
Much of the literature reviewed in the preceding chapter was published some way
into the project. There was clearly no existing body of theory that was directly
relevant to the specified subject area. While tentative theories existed of business
environmental strategy (e.g. Roome 1992, Meima 1994), these were not concerned
specifically with SME experience. The literature on the SME 'sector’ such as Storey
(1994) concerned specific characteristics of the small business sector, indicating that
there was much to distinguish their behaviour from that of larger corporations. It was
therefore apparent from the outset that in an area so devoid of theory, a key research

objective should be the generation of theory, or at least some guiding theoretical

framework.

The preliminary research suggested that any response to the research question was
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