
 

 

  

Sustainability and SMEs  

Master Thesis 

Author: Vera Franken  

Supervisor: Jacobo Ramirez 

MSc in Applied Economics and Finance 

Copenhagen Business School 2015 

 

Due date: November 03, 2015 

Number of characters with spaces: 106260 

Number of pages: 61 (excl.  bibliography & appendix) 

A case study of SMEs in the 

Mexican auto parts industry  



2 
 

Abstract  

 

The thesis investigates sustainable practices in SMEs from the Mexican auto parts industry and 

whether they can benefit from engaging in these practices. A case study approach is taken with 

interviews from seven case companies. Two published cases complement the analysis on the 

chosen topic. One case regards SMEs from the auto parts industry that participated in the Green 

Supply Chain Program of Mexico. The second case is a study on SMEs in the auto parts industry 

from Taiwan. To analyze evidence and benefits the theories of Corporate Social Responsibility 

(CSR), Green Supply Chain Management (GSCM) and institutional theory have been chosen to 

form the basis of the theoretical framework.   

 

The study finds evidence on sustainable practices within SMEs from the Mexican auto parts 

industry. Six out of seven SMEs that were taken as case studies are found to engage in some kind 

of sustainable practices ranging from resource efficiency and waste management to integrated 

environmental management systems. Evidence shows that these six SMEs benefit from 

sustainable practices in terms of cost reduction, increased sales, customer retention, or employee 

satisfaction. Moreover a positive relationship between GSCM practices, and environmental and 

financial performance of SMEs were found in the published cases. Common success factors 

between the studied SMEs are largely industry specific and emanate from characteristics of the 

auto parts industry. Regulation, export dependence and customer requirements are found to be the 

main drivers for the adoption of sustainable practices within SMEs.    

 

SMEs tend to adopt reactive CSR strategies as a response to customer requirements and 

regulation from institutions. Furthermore sustainable practices are largely introduced in response 

to external GSCM practices from the larger companies in the supply chain. Internal 

environmental management in the form of environmental certifications is also found to be 

popular among the studied SMEs. However evidence shows that such certifications are expensive 

to obtain and to maintain, since all of the case companies mentioned this fact. Those costs thus 

represent a barrier to the adoption of legitimate sustainable practices. A second barrier is the 

limited knowledge of strategies to implement “green” practices and the benefits from doing so.  
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The results from the study show that the auto parts industry is a special case. The greening of 

SMEs within the industry is largely successful due to the presence of large companies and the 

global aspect of the supply chains. These factors push for sustainable practices due to the high 

regulation of the car manufacturing and auto parts industries. However it is evident that the SMEs 

under investigation require financial and technical support from their parent companies, the focal 

company within their supply chains and financing options.  

The evidence further implies the need of targeted support for SMEs in the process of adopting 

sustainable practices. The Mexican government has implemented initiatives to support SMEs. 

However funds and policies are not clearly directed towards the greening of SMEs. Financial 

institutions in Mexico have started to provide credit lines for sustainable SMEs. However the 

lack of competition in the Mexican banking sector still shows a reduced product offering that 

does not cover the needs of the SME sector.  

Consequently it is proposed, that platforms for knowledge exchange and improved cooperation 

between large companies and their suppliers should be promoted to bring about the greening of 

SMEs within the auto parts industry and in general.   
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1. Introduction 

Many companies are following the trend of introducing sustainable business practices into their 

operations, such as resource efficiency, waste management and Corporate Social Responsibility 

(CSR) programs among others. Most of these are large nation or internationally operating 

enterprises, but Small and Medium Enterprises (SMEs) have also started to engage in activities to 

become more sustainable, either due to outside pressures from government regulations and or 

consumer preferences,
1
 or due to a true belief in social and environmental responsibility that is 

engrained in their values. The dilemma lies in the fact that it is not always clear how companies 

can benefit from CSR and sustainable practices. The pressure for a sustainable image and a 

growing number of social and environmental standards are laying a burden on SMEs with less 

resources and limited access to finance, compared to large corporations. The increase in 

competition resulting from globalization has unleashed a constant race to the bottom in 

production costs, often disregarding the environment and human rights (Olney, 2013). The race 

to the bottom refers to the fact that production costs are constantly cut in order to stay 

competitive in prices because consumers want to have good quality products at a cheap price. 

This race to the bottom is especially relevant in developing countries where the supply-side of the 

of global supply chains is commonly placed. Cheap resources and limited enforcement of social 

and environmental laws gave rise to many corporate scandals, such as the case of Nike
2
 and 

Nestlé
3
 among many others. The resulting awareness of these issues led to a generalized trend in 

sustainability and CSR standards. Multinational enterprises (MNEs) are more visible to the 

public due to their size and central position in their supply chains. Many responded to consumer 

and government pressures by introducing CSR and sustainability practices and responsible 

managing into their business. Pressures are not always the reason; various companies also wish to 

become more sustainable due to their values. However in general this trend has not always been 

positive for SMEs, especially for SMEs in developing countries that have less available resources 

for costly sustainable practices. To a great extent, they are the suppliers to larger companies and 

                                                           
1
 Pressures come from the end consumer due to the increasing environmental and social concerns. Government 

2
 There was an accusation of Nike using child labor to manufacture soccer balls (Banjo, 2014) 

3
 Nestlé uses palm oil in many of its products. The accusation was made that the aggressive palm oil extraction in 

South East Asia is reducing the natural habitat of orangutans and that many of these animals get killed during the 
extraction (Tabacek, 2010) 
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are being pressured to invest in certifications like ISO 14000 series in order to comply with 

environmental standards that large companies impose.   

 

1.1 Problem statement   

Practices such as CSR programs, codes of conduct (CoC), and sustainable reporting led to a 

growth in labeling, standardization and certification to show “green” efforts. The demand for 

certain standards, certifications and other measures has resulted in immense pressures for SMEs 

in developing countries, due to high investment costs associated with these requirements. This 

issue is especially relevant in developing countries that are highly export oriented and have a 

large SME sector, as it is the case in Mexico. Consequently the research question of the thesis is 

as follows: 

 

Are Mexican SMEs following sustainable practices and how can they benefit from them? 

  

Mexico is chosen due to the fact that many international companies have their supplier base in 

the country and export from there to the entire American region. The size of the economy further 

contributes to the fact that the information situation in Mexico is better than in other countries in 

the Latin American region. Moreover, Mexico has a large SME sector and various policies for 

SMEs already in place. Since sustainable practices are central to the investigation in this thesis, it 

was important to choose a country that has an interest in sustainability. Mexico as part of the 

North American Free Trade Agreement (NAFTA) has implemented programs to “green” its 

economy. These programs are lead by the Commission of Environmental Cooperation (CEC), an 

institution created under NAFTA to increase environmental policy coherence between the 

member countries.  

 

Given that Mexico is a large economy and the time and space for the thesis is constrained, the 

focus will be placed on SMEs in the Mexican manufacturing sector, specifically the auto parts 

industry. The reason behind the selection of the industry is manifold. First, Mexico is among the 

top 10 auto parts manufacturers worldwide. The industry is of high importance to the Mexican 

economy. Thus the availability of information is deemed to be better than in other industries. 
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Moreover the auto parts industry is embedded into supply chains of Multinational Enterprises 

(MNEs) and is highly export oriented. Consequently, international export requirements are 

expected to play a large role in pressuring for standardization and certification. Finally, the 

industry is internationally highly regulated in terms of environmental practices. They are 

expected to increase pressures for standardization and certification even further.  

 

The thesis will investigate whether there is evidence of sustainable practices in SMEs from the 

auto parts industry. If evidence exists, it will be analyzed how SMEs are benefitting from them 

and. It will be analyzed further whether there are common characteristics among the positive 

cases in order to extract factors that could explain the success. The intention is to gain an 

understanding and possible applications for SMEs and practitioners in the field. Finally it will be 

investigated what the government and other institutions could do in order to promote the greening 

of SMEs in Mexico in general.   

 

1.2 Definition of key concepts   

Small and medium sized enterprises (SMEs) 

SMEs are independent, non-subsidiary firms that are defined by size. Various criterions can be 

taken into account to define the size of a firm. Most commonly the number of employees is used, 

being fewer than 250 employees for SMEs. Additionally the Organization for Economic Co-

operation and Development (OECD) uses turnover and number of shares owned by another 

company to define the size of a firm. However there is no general consensus among OECD 

member states
4
 on how SMEs are defined (OECD, 2005).  

 

The thesis is concerned with the case of Mexico specifically. Therefore the definition of SMEs 

that will be used is the one provided by Diario Oficial de la Federación (DOF), the official 

journal of the Constitutional Government of Mexico
5
. The size of a firm is therein defined by the 

following formula:  

                                                           
4
 Mexico is part of the OECD and uses its own definition of SMEs published in DOF 

5
 Diario Oficial de la Federación (DOF) DOF: 30/06/2009  “ACUERDO por el que se establece la estratificación de las 

micro, pequeñas y medianas empresas” (DOF, 2009) 
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For the industrial sector a SME is defined as a firm with up to 250 employees and up to 250 

million pesos, giving a combined maximum limit of 250 (DOF, 2009)
6
. The research 

acknowledges the fact that many other criterions should be taken into account due to differences 

between industries. For example the IT industry is less labor-intensive than the manufacturing 

industry. It would therefore not be appropriate to apply the same number of employees that is 

used for other industries as a measurement for size. However the thesis focuses on the 

manufacturing industry only. Therefore the definition provided by DOF is deemed to be 

sufficient for the purpose of the research.  

 

Sustainable practices  

Sustainability essentially refers to a process that can live on forever and does not necessarily refer 

to environmental aspects. The concept of sustainability is very complex thus rising questions on 

what sustainable practices entail. The most common definition is the one provided by the 

Brundtland Commission. It defines sustainable practices as those that ensure the needs of the 

present without compromising the ability of future generations to meet their own needs (World 

Commission on Environment and Development, 1987). This definition only focuses on the 

environmental aspect. However, experts in the field argue that sustainability has an 

environmental, social and economic aspect (United Nations, 2002). Economic or social 

sustainability does not necessarily mean environmental sustainability. Thus sustainability has 

been tried to define in a way that integrates economic, social and environmental aspects, the three 

reinforcing pillars of sustainable development (United Nations, 2002). 

 

                                                           
6
 Small enterprises have 11-50 employees, annual sales from 4.01 to 100 million Mexican pesos and a combined 

maximum limit of 95. Medium enterprises have 51-250 employees, annual sales from 100 to 250 million Mexican 
pesos and a combined maximum limit of 295. 
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The purpose of the thesis is to investigate environmental sustainability. It is therefore that the 

term only refers to the environmental aspect of sustainability throughout the study and the 

definition of the Brundtland Commission is deemed to be appropriate.  

 

Benefits 

Benefit in this thesis refers to positive impacts on a company´s business. These include an 

increase in sales, reduction in costs, employee and customer satisfaction among others. An 

improvement of financial performance, as well as environmental performance is also considered 

as benefit.  

 

1.3 Structure of the thesis  

The thesis consists of six sections. The context and the problem statement that will guide the 

thesis have been defined above. Next a methodology to tackle the research question will be 

provided, along with an overview of the relevant literature and theories that will be used.  

The main part of the thesis will present the analysis of the research question. It will start off with 

an empirical investigation on sustainability cases among SMEs in the Mexican auto parts 

industry, based on seven interviews and two published cases. Consequently it is analyzed 

whether there are common characteristics among those cases where SMEs seem to benefit from 

sustainable practices. The results from the cases will be analyzed in light of the chosen theoretical 

framework. A section on implications will follow the analysis. An investigation on existing 

initiatives will be presented. Additionally some recommendations for the greening of SMEs are 

provided. The focus lies on financing, but also other forms of facilitating the greening of SMEs 

will be looked at. Finally a conclusion will present a summary of the findings. The way ahead 

will close off the thesis with a proposal for future research.    
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2. Methodology  

The following section presents the choice of research approach for the thesis, the theoretical 

framework and the data collection methods used. Additionally a short discussion of the 

limitations that arise will be presented.  

2.1 Research philosophy and approach 

A pragmatic research philosophy, as defined by (Saunders, Lewis, & Thornhill, 2009) guides the 

methodology throughout the thesis. The reason for the choice of philosophy is the fact that 

pragmatism is used when the study in question is problem-centered and real-world practice 

oriented. Furthermore it is appropriate when the research occurs in a specific historical, social 

and political context (Creswell, 2003). Pragmatism allows for subjective meanings and 

observable phenomena as acceptable sources of knowledge (Saunders, Lewis, & Thornhill, 

2009). This is important for the thesis, since not only accurate data from observable events can 

and will be collected, due to the heavy reliance on interviews.  

 

The research will largely be inductive, due to the fact that a qualitative approach is chosen. The 

topic under investigation is fairly new and little literature is available, when compared to other 

topics. Existing studies on the subject are mainly analyses and lessons learned from case studies 

in developed countries or emerging markets in South-East Asia.  

 

Data will be generated from primary sources, mainly interviews and secondary data from 

published cases. Saunders et al. (2009) argue that induction places an emphasis on the research 

context, on the researcher as part of the research process and on the collection of qualitative data. 

All of these play a relevant role in the methodology of this thesis.   

  

2.1.1 Research strategy  

The research question aims at investigating a contemporary issue, namely how SMEs can benefit 

from environmentally sustainable initiatives in Mexico. Due to the intention of the thesis a case 

study approach on various cases from a specific industry has been chosen. According to Yin 

(2014) this is an appropriate research strategy to investigate how and why research questions 
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regarding a current event. Thus the case companies are the units of analysis. A case study is a 

research strategy to empirically investigate a specific contemporary phenomenon within a real-

life context using various sources of evidence (Robson, 2002). Saunders et al. (2009) further 

explain that the choice of research strategy depends on the research question, amount of 

information and the time at disposal for the intended research. The thesis therefore focuses on a 

specific industry within the chosen country. Many former studies on the subject focus on South-

East Asia. However, the intention is to choose a less popular region but still with enough 

available information. The choice of Mexico within Latin America relies mainly on its size and 

the impact of SMEs on the economy, and the availability and access to data, compared to other 

countries in the region. Other reasons to choose Mexico were already stated under the section that 

presents the problem statement. Choosing SMEs from the Mexican auto parts industry has 

reduced the scope of the thesis even further. 

 

Yin (2014) distinguishes between two dimensions of the case study strategy: single vs. multiple 

cases and holistic vs. embedded case. A holistic multiple cases strategy has been chosen for the 

thesis, since the objective is to establish whether the findings in one case can be observed in other 

cases as well. The greening of SMEs in the Mexican auto parts industry will be analyzed in the 

cases that are included in this thesis. Consequently it will be investigated whether similar 

evidence can be found to be able to generalize the results to the industry in question.  

 

The SMEs for the case studies have been chosen according to two selection criteria: size and 

physical location. The reason for choosing size as defined by DOF (2009) was the equal 

representation of small and medium enterprises in this study. Five small companies and 5 

medium-sized companies were approached for interviews but only seven responded
7
. Physical 

location refers to a selection of SMEs in certain states of Mexico. The choice of SMEs has been 

limited to the states in which large car manufacturers and international auto parts manufacturers 

are located. The reasoning behind it is that SMEs that are closer in proximity to OEMs are 

believed to have higher chances of being part of their large supply chains and exposed to more 

pressures for integrating sustainable practices. 

                                                           
7
 Therefore four small companies and three medium companies will be used as case studies in the thesis 
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2.1.2 Data 

The thesis is investigating a topic with limited availability of quantitative data. Availability and 

accessibility constitutes an issue due to the fact that the study on sustainable practices in SMEs is 

a fairly new field. Data will therefore largely be qualitative in nature and will be collected from 

interviews and published cases. The questions for the interviews are constructed in a similar way 

in order to gain comparable information from the case companies. The level of analysis that has 

been chosen for the thesis is the SME. Consequently, primary data will be collected from SMEs 

in the Mexican auto parts. Secondary data from press, reports and other published cases will be 

used to complement primary data for the analysis of SMEs. Triangulation of data will be used to 

reduce bias and unreliability of primary data. For this purpose, information that is provided in 

interviews will be checked with published information where possible. 

 

2.1.3 Limitations 

The thesis focuses on SMEs from a specific country and sector; hence the analysis is constrained 

to this choice. Furthermore the research will be limited to the chosen SMEs themselves. Thus the 

results of the analysis will be country, industry and case specific, and will most likely not be 

appropriate for generalization to other industries or countries. A selection bias of SMEs will 

additionally limit the results of the research.  

 

A second important limitation is the verification of data. There is a constraint on the reliability of 

information collected from interviews, due to limitations on data verification. Therefore the 

results from the analysis might lack accuracy.  

 

Finally, in a pragmatic research philosophy, the values of the researcher also play a primary role 

in interpreting the results of the analysis (Saunders et al., 2009). This will most certainly be the 

case in this thesis, since data collected from interviews can be open to interpretation, especially 

when the questions are open-ended as in the interviews conducted here.  
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2.2 Theoretical framework 

The theoretical foundation for the thesis is build by the theory on Green Supply Chain 

Management (GSCM) and Corporate Social Responsibility (CSR). Sustainable practices found in 

the SME cases will be analyzed with the support of these theories. GSCM has been chosen due to 

the fact that the auto parts industry is largely organized in supply chains. The car manufacturing 

and auto parts industry are linked due to their inter-connected supply chains. Car manufacturers 

are the main customers of auto parts producers. Moreover it is normally the largest company 

within a supply chain that designs its CSR program and develops GSCM practices for its supply 

chain. This means that suppliers are to a large extent dependent on sustainable practices from 

their large customers. The thesis studies SME cases and thus it is deemed to be appropriate to 

investigate sustainable practices in these enterprises in light of CSR and GSCM theories. 

Business strategy theory focused on Sustainable Development Innovation (SDI), such as the 

theory on shared value, is another theory to investigate sustainable practices in companies. The 

theory focuses on integrating CSR into the core strategy of a company to gain competitive 

advantage (Porter & Kramer, 2011). However business strategy can be better applied to focal 

companies within a supply chain or companies that develop products for the end consumer. 

Business strategy applied to SDI is concerned with designing for sustainability and creating new 

business models targeted not only to produce in a sustainable manner but also to produce a 

“green” product. SMEs, as mentioned, are mainly suppliers within the car and auto parts industry 

and consequently apply sustainable practices that large manufacturers and existing regulations 

require, instead of developing their own sustainable strategies. Thus GSCM and CSR are 

considered to be more appropriate for the purpose of the thesis.  

 

The car manufacturing and auto parts industry is furthermore characterized by regulations on 

import and environmental standards. Institutional theory will therefore be used to complement 

GSCM and CSR theories to investigate pressures from institutions such as governments to 

comply with certain standards and the effect of institutional pressures in the adoption of 

sustainable practices.  
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2.3 Literature review  

Before embarking on the analysis section of the thesis, a literature review on the three chosen 

theories will be provided next.  

 

Corporate Social Responsibility 

The theory of CSR claims that a company has an impact on the social and environmental context 

it operates in. Consequently it should not only be concerned with the single bottom line of 

economics. The company is also responsible for its social and environmental impacts. It is 

therefore the triple bottom line (economics, society and environment) that a company should be 

concerned about (Henriques & Richardson, 2004). However, researchers in the field argue that 

there is no consensus on a common definition of the concept of CSR (Campbell, 2007) (Scherer 

& Palazzo, 2007). However many researchers agree that all social and environmental practices 

that a company applies can be considered CSR. Consequently implementing GSCM practices can 

be considered a form of CSR practice (Lin & Lan, 2013). 

 

CSR promotes the constant increase in certification programs, standards of production and 

labeling. Large corporations that are at the heart of their supply chains are generally the most 

active in the area of CSR, due to their visibility to the public. These MNEs respond to public 

pressure by imposing the use of such standards and certifications on their supply chain partners. 

However, most of these suppliers are based in developing countries and many of them do not 

have the resources to meet all these costly requirements. Baden et al. (2009) and Perrini et al. 

(2007) argue that SMEs largely ignore CSR due to a lack of resources.  

 

Green Supply Chain Management   

GSCM evolved out of Supply Chain Management (SCM). Therefore it is imperative to provide a 

short background on the concept and theory of SCM first. SCM has been constantly evolving 

since it was first introduced, leading to a large amount of definitions from academics and 

researchers. Gibson, Mentzer and Cook (2005) pick up on problem of an inexistent consensus on 

the definition of SCM. The concept and theory of SCM has its roots in the rise of specialization 

during the industrial revolution. The resulting network of suppliers and distributors organized in 
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supply chains. With globalization supply chains became more and more complex. Researchers 

observing the trend introduced theories on the management of these supply chains. In the early 

20
th

 century focus was placed on manufacturing where SCM and concepts such as Just in Time 

(JIT) became very popular in manufacturing practices. The focus was placed on enhancing the 

operational efficiency of production and on minimizing waste (Faurote, 1928). However, the 

primary reason behind it was the reduction of economic losses from waste, and not a concern for 

the environmental impact of waste (Lai & Cheng, 2009).  

 

The increasing popularity of the “green” trend and the expected costs on pollution, initiated the 

integration of the issue into the business activities of many organizations. Since today most such 

activities are organized in a supply chain across borders, researchers started to adapt the theory of 

SCM to the current trend, thereby creating the theory of green supply chain management 

(GSCM). GSCM addresses the integration of environmental actions and concerns into the 

business practices of an organization´s supply chain. GSCM has four fundamental elements: 

internal environmental management, external GSCM practice, eco-design, and investment 

recovery (Zhu & Sarkis, 2007). 

Internal environmental management is concerned with the creation of management systems to 

inform and control environmental practices within an organization. The selection of suppliers and 

their monitoring lies at the heart of these management systems. A long-term relationship with 

suppliers is considered important where training programs and the verification of the application 

of environmental standards play a central role. In contrast, external GSCM practice refers to 

pressures that a company exerts on suppliers (upstream) and customers (downstream) to adopt 

practices that minimize the environmental impact of their commercial activities (Lin & Lan, 

2013).  Eco-design considers the environmental impact of a product in the early stages of its 

design, taking raw materials and the production process into account (Zhu & Sarkis, 2007). 

Finally, investment recovery refers to practices that make the products within the supply chain 

recyclable and reusable. This element requires long-term relationships between a company and its 

suppliers (Lin & Lan, 2013). 
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Institutional theory  

Institutional theory examines the processes by which social structures become guidelines for 

social behavior. Scott (1995) defines institutions as normative, regulative and cognitive structures 

that provide stability and meaning for social behavior. These institutions exercise isomorphism 

on organizations, meaning they influence them to behave in the same way as other organizations 

that face the same environmental conditions (Hawley, 1968). According to DiMaggio and Powell 

(1983), institutions use three forms of isomorphic pressures on organizations, namely normative, 

coercive and mimetic pressures.  

 

Normative pressures influence organizations to conform to standards and norms in order to enjoy 

legitimization. International standards for operation processes such as those from the 

International Organization for Standardization (ISO) can be considered normative pressures. 

Social pressures for environmental practices, as for example customer preferences, can be viewed 

as a type of normative isomorphism. Ball and Craig (2010) argue that environmental 

management practices in companies are a result from such social normative pressures. Normative 

pressures such as growing environmental awareness and demands were found to be the main 

driver for environmental practices in companies in developed countries (Carter, Kale, & Grimm, 

2000) (Ball & Craig, 2010). Harris (2006) finds support for this hypothesis in developing 

countries as well, where consumers are increasingly choosing environmentally friendly products. 

Nevertheless, the evidence found in developing countries is not as strong as that found in 

developed countries. Exports to foreign customers can also be an important normative driver for 

manufacturers to conform to environmental standards, as revealed by a study in China conducted 

by (Christmann & Taylor, 2001).  

 

Coercive pressures emanate from those in power. Here researchers generally point to pressures 

from the government or public agencies. Jennings and Zandbergen (1995), and Lounsbury (1997) 

among others, study the engagement of companies in green issues as a consequence of external 

pressures. In their view, the adoption of environmental practices can be explained by institutional 

theory. Coercive actions from governments through the use of trade barriers or disciplinary fines 

can influence the behavior of organizations (Rivera, 2004). Kilbourne et al. (2002) view coercive 
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pressure as a crucial driver for environmental practices. Rivera (2004) also advocates for 

governmental pressures and argues that governments play an important role in disseminating 

voluntary environmental practices as well. Coercive pressures coming from governmental 

agencies, such as pollution limits and emission controls have shown to promote voluntary actions 

for environmental actions (Clemens & Douglas, 2006). Other studies advocating for 

governmental coercive actions find support for their argument. However, all of these find 

evidence in developed or emerging economies. In contrast to governments in developed 

countries, the public sector in developing countries does not have such a wide reach and power to 

enforce regulation, which makes coercive measures especially on smaller organization less 

effective (Leal, 2005).   

 

Mimetic isomorphism on the other hand comes from imitating behavior among organizations, not 

from external constraining pressures. Mimetic behavior of organizations consists in copying 

actions and practices from successful ones in order to become successful themselves (DiMaggio 

& Powell, 1983). Aerts et al. (2006) find evidence for mimetic behavior related to GSCM 

practices in developed countries. Studies in developing countries also find support for the 

existence of such behavior. The increasing globalization makes it easier to observe and mimic the 

actions of foreign competitors (Christmann & Taylor, 2001). Additionally, Zhu and Liu (2010) 

find that joint ventures in developing countries help implementing environmental practices in 

subsidiaries by mimicking their parent companies. This last isomorphic pressure is most 

prevalent under uncertainty (DiMaggio & Powell, 1983).  

 

3. Analysis 

The analysis section of the thesis is divided into two parts. The first part introduces the analysis 

with an overview of the Mexican economy and its SMEs in general as well as for the 

manufacturing industry in specific. The second part regards empirical evidence on greening of 

the cases in the manufacturing industry that are contemplated in this study. Insights from 

interviewed SMEs and published cases are analyzed in light of the chosen theoretical framework.  
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3.1 Background on Mexico and its SMEs 

3.1.1 The Mexican economy 

Mexico is one of the largest economies in Latin America. With a GDP of 1,283 trillion USD in 

2014, it is the second largest economy in the region, after Brazil (World Bank, 2015). Even 

though Mexico is considered to be a country with upper middle income
8
, it is still classified as a 

developing country (United Nations, 2015). Historically the Mexican economy was characterized 

by protectionism, a major role of the government and a policy of import substitution until the first 

part of the 1980s (Verduzco, 2005). Since then, the economy underwent major restructuring 

towards liberalization. The North American Free Trade Agreement (NAFTA) signed in the late 

1980s, has increased the dependence of the Mexican economy on the economic situation in the 

United States (OECD, 2013). This explains the sensitivity of the growth rate in Mexico to 

financial crises or economic contractions in its neighboring country (Centro de Estudios de las 

Finanzas Púlblicas, 2004). The World Bank (2015) has attributed the increase of the Mexican 

growth rate in 2015, compared to the slowdown in 2014, to the reduced industrial production in 

the United States. The Bank further predicts a growth rate of 3% in 2017
9
, due to an increase in 

manufacturing exports led by import demand from the United States and a weaker currency vis-à-

vis the U.S. dollar (OECD, 2015b).  

 

SMEs in Mexico 

SMEs play a primary role in the development of the economy. 99.8% of all companies are micro 

and SMEs, and provide 72.8% of employment (OECD, 2013). According to the Diario Oficial de 

la Federación (2010), they generate more than 50% of GDP (DOF, 2010).  

 

 

 

                                                           
8
 According to the World Bank 

9
 Mexico had a growth rate of 2.3% in 2015 (World Bank, 2015) 
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Figure 1: Percentage of enterprises by size class versus percentage of employment by 

enterprise size class in Mexico10 

 

Source: own elaboration based on data from OECD (2013) 

 

The majority of the SME sector is represented by micro enterprises with less than 10 employees. 

Over 96% of all companies in Mexico are micro-enterprises, the largest percentage among OECD 

members. Even though they provide 40% of employment, micro-enterprises only generate 18% 

of total output. Low productivity can be attributed to obsolete technology, untrained labor force 

and limited access to finance among others (OECD, 2013). The fact that a large number of micro-

enterprises operate in the informal sector further hinders access to finance or other forms of 

support.  Many of the companies in the informal sector additionally choose to stay small to avoid 

formalization requirements and detection by the government (OECD, 2013).  

 

 

 

 

 

                                                           
10

 Elaborated with data for the year 2007 
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Figure 2: Enterprises by size and class, 2008 or latest year available11 

 

Source: (OECD, 2013) p. 27 

From Figure 2 and Table 1, it is possible to see the predominance of micro-enterprises compared 

to other countries. The percentage of large enterprises in Mexico with 0.2% lies on the lower end 

compared to for example Brazil with 1.3% or the United States with 1.1%.  

 

Table 1: Size distribution of enterprises in Mexico compared to chosen countries, 200712
 

Enterprise size Mexico Brazil United States 

Micro 94.5% 66.4% 76.9% 

Small  4.4% 26.6% 19.9% 

Medium 0.9% 5.7% 2.0% 

Large 0.2% 1.3% 1.1% 

Source: Own elaboration based on data from OECD (2013) 

On the other hand, the micro-sector provides most of employment. Table 2 illustrates the 

opposite distribution of employment in Brazil and the United States, where most employment is 

generated by large enterprises and considerably less by micro enterprises. However, this is also 

                                                           
11

 In percentage by firm size 
12

 As percentage of total enterprises  
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due to a larger share of large companies in both of these countries, compared to Mexico. This 

illustrates the high dependence of the Mexican economy on its SME sector compared to Brazil, 

which is also a large country in Latin America.  

 

Table 2: Employment distribution of enterprises in Mexico and various countries, 200713 

 Mexico Brazil United States 

Micro 39.5% 7.3% 11.1% 

Small  16.2% 19.7% 23.0% 

Medium 16.7% 21.7% 13.2% 

Large 27.6% 51.3% 52.7% 

Source: Own elaboration based on data from OECD (2013) 

Furthermore, SMEs contribute less to value-added, compared to 26 benchmark countries used by 

the OECD. Even though SMEs represent the vast majority of companies in Mexico and generate 

most employment, Figure 3 shows that they only contribute with about half of value-added.  

 

Figure 3: Value added by enterprise size class, 2008 or latest available year14 

 

Source: (OECD, 2013) p.29 

                                                           
13

 As percentage of total enterprises 
14

 In percentage  
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Productivity therefore seems to be an issue within the SME sector, especially within micro-

enterprises. Data collected by the OECD (2013) illustrated in Figure 4 shows a decrease in value 

added for the micro-sector during the period of 2003 to 2008.  

Figure 4: Annual growth rate for employment, output and value added in Mexico, 2003-0815 

 

Source: (OECD, 2013) p.38 

Low productivity of the SME sector is reflected in the internationalization of this company 

group. Large companies dominate the Mexican export sector, because SMEs have higher 

production costs and consequently higher prices than large enterprises and other foreign SMEs 

(OECD, 2013). Thus Mexican SMEs are not competitive compared to foreign companies in the 

same size group. Even though Mexico is part of the NAFTA agreement giving the country the 

opportunity to be a production platform for Canada and the United States, low productivity and 

reduced competitiveness of Mexican SMEs in general represent a barrier to internationalization. 

Low productivity levels come from a lack in technology updates, limited access to finance and 

knowhow, as well as an untrained labor force (OECD, 2013). This is not only a problem for 

exporting activities of SMEs, but also to attract foreign direct investment and becoming part of 

global supply chains.     
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3.1.2 The Mexican manufacturing industry 

First it is necessary to state what is understood by the manufacturing industry and which 

industries it covers. Manufacturing includes all companies that transform natural resources into 

final products that are either sold directly to the consumer or to other companies, such as 

wholesalers and retailers. The food, textile, apparel, automotive, electronics and pharmaceutical 

industries are some examples considered to be part of the manufacturing industry (Bureau of 

Labor Statistics, 2015).   

 

The Mexican manufacturing industry has been determinant for economic development and 

growth, due to its large contribution to national GDP, when compared to other industries. Until 

the 1970s, manufacturing GDP had been growing at an accelerated pace with yearly growth rates 

of over 6%. In the coming decades, economic growth was affected by the financial crises of 1982 

and 1986, where growth slowed down to 2.1%. However, throughout the 1990s, growth in 

manufacturing GDP had increased to 4.4%. Production only grew at a moderate pace in the last 

two decades of the 20
th

 century. Decreases in production were attributed to the two financial 

crises and a fall in external demand, mainly from the United States, in 2001 (Centro de Estudios 

de las Finanzas Púlblicas, 2004).  After liberalizing the economy and signing the NAFTA 

agreement in the 1980s, foreign trade has played an important role in manufacturing, for imports 

as well as for exports. Income of the manufacturing industry is closely tied to the economic 

situation in the United States and its import demand, as already mentioned in the background 

section on Mexico.  

As of 2009, the manufacturing sector was the third largest group of economic activities in the 

country, consisting of 581044 economic units that represented slightly over 11% of total units 

(Hernández and Ramirez, 2014).  

 

3.1.3 The Mexican auto parts industry 

The auto parts industry is closely tied and dependent on the car manufacturing industry. The 

supply chain of auto parts is intertwined with that of the car manufacturing industry because the 

first essentially supplies the second. Therefore a short overview of both industries in Mexico is 

provided.  
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The car manufacturing and auto parts industries in Mexico are populated with large international 

companies. Globally these industries are characterized by major competition and cost cutting. Car 

manufacturers seek to cut production costs through efficiency, putting pressure on auto part 

suppliers. They in turn also seek to cut costs in order to continue gaining from their activities 

(Encyclopedia of Global Industries, 2011). The presence of global players results in the same cost 

cutting pressures that also characterizes the Mexican industries. Furthermore, the car 

manufacturing and auto parts industries are characterized by environmental regulation. The car 

manufacturing industry is considered a high pollution industry (EPA, 2015). Thus it is highly 

dependent on compliance with government regulations on environmental standards. The concern 

for the environment from civil society, public health and environmental organization has been 

translated into actions by the government. Additionally the issue of climate change has put 

environmental protection high on the agenda of governments. The pressure of these various 

stakeholders has been articulated into regulations that put environmental standards into place. Car 

manufacturers and their auto parts suppliers are consequently forced to comply with these 

standards and thus consider recycling and reduce the use of hazardous materials.  

 

The car manufacturing and auto parts industries are one of the most important manufacturing 

industries in Mexico with a participation
16

 of 10.9% and 8.7% respectively (INEGI, 2013). The 

country is ranked as eights largest producer of passenger cars and eights largest producer of auto 

parts and components worldwide (Statista, 2015)
17

. The car manufacturing production volume 

reached 1,975.7 thousand cars and a value of 20.7 billion USD in 2014 (MarketLine, 2015). The 

production of the auto parts industry in Mexico was 74795 million USD in 2012 (ProMexico , 

2013).  

 

Large companies characterize the Mexican car manufacturing industry. These companies are 

subsidiaries and production facilities of international OEMs that are not Mexican in origin. The 

leading companies in the Mexican car manufacturing industry are Nissan Motor Company, 

                                                           
16

 Data as of 2011 provided by INEGI 
17

 Figure on passenger car production is provided in Appendix A  
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Volkswagen AG, Ford Motor Company and General Motors Company, as can be seen from 

Table 3.  

 

Table 3: Mexico car manufacturing industry share in percentage by volume 2014 

 

Source: (MarketLine, 2015) 

 

Large international manufacturers also populate the auto parts industry in Mexico such as Robert 

Bosch GmbH, Hyundai Mobis and Delphi Automotive among others (ProMexico , 2013).  

This industry is further populated by Mexican companies of every size, in contrast to the car 

manufacturing industry, which consists of subsidiaries from large OEMs. In contrast to the 

Mexican economy and its manufacturing sector in general, the presence of micro-enterprises 

within the auto parts industry is not as dominant. Most companies that operate here are small and 

medium in size and are largely integrated into international supply chains. Micro-enterprises 

instead are mostly found to be shops that sell auto parts and reparation workshops (ProMexico, 

2015).  

 

Due to the dominant presence of OEMs and large international auto parts manufacturers, Mexico 

is used as a production and supply platform for the American
18

 car manufacturing and auto parts 

industries. Figure 5 shows that over 50% of total production in both industries is destined for 

export. In the car manufacturing industry over 82% of production is exported. 

 

                                                           
18

 The United States and Canada, as well as Latin American countries are the main export destinations  
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Figure 5: Destination of sales in the 15 most export-oriented branches in Mexico 2011 

 

Source: (INEGI, 2013) 

 

Production in both industries is thus directed at export, with the United States as largest export 

destination. 90% of the total production of auto parts in Mexico was exported to the United States 

during 2012 (ProMexico , 2013). Figure 6 shows that 81% of all cars for export that are produced 

in Mexico are exported to its neighboring country. This illustrates the dependence of Mexico´s 

income from car manufacturing and auto parts industries to the economic situation and thus 

demand from the United States.  

 

 

 

 

 

 

 



32 
 

Figure 6: Light vehicle export destination 

 

Source: (Business Monitor International, 2015) p.27 

 

Mexico´s advantage over the United States as production location can be largely attributed to low 

labor costs and increasing levels in productivity and quality within the industry. The rise in 

productivity levels in these industries mainly refers to large and medium enterprises (Business 

Monitor International, 2015). The micro and SME sector still struggles with low productivity that 

is however more dominant in other industries in Mexico (OECD, 2013). Additionally, various 

free trade agreements, such as NAFTA, provide Mexico with an edge over other countries in 

Latin America (Business Monitor International, 2015).   

 

SMEs in the Mexican auto parts industry 

SMEs play a primary role for the manufacturing industry, as well as for the economy in general. 

They represent the largest share of companies in the sector and provide most of the employment. 

However it is micro-enterprises that are the most common, representing 94.5% of all companies 

within manufacturing (OECD, 2013). In the specific case of the auto parts industry, the presence 

of micro-enterprises is lower, compared to other manufacturing industries (ProMexico, 2015). 

Due to the characteristics of economies of scale in the car manufacturing and auto parts 
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industries, companies operating here require larger investments compared to companies in other 

industries. Micro-enterprises are mainly in the aftermarket of the auto parts industry. This means 

they are not direct suppliers of large auto parts or car manufacturers, but rather have their retail 

shops and small car repair shops. Therefore micro-enterprises are not analyzed within this thesis, 

first due to the nature of their businesses where sustainable initiatives do not play a large role and 

the resulting lack of representation in supply chains.  

Many SMEs in the auto parts industry are highly productive and provide good quality products
19

. 

Due to the importance of the industry, the Mexican government is very active in attracting 

foreign direct investment that also benefits SMEs (ProMexico , 2013).  

 

3.1.4 Summary of findings 

The Mexican economy as well its manufacturing industry is dominated by micro-enterprises and 

SMEs. Most of the companies are micro in size with less than 10 employees. Even though micro 

and SMEs provide most of the employment, low productivity of these companies is a 

predominating issue. The reason for low productivity levels is found to be a lack in up-to-date 

technology, limited access to finance and knowhow, an untrained labor force and a large informal 

sector. Thus there is opportunity for improving productivity with the right support from policies 

and institutions to propel SMEs into becoming a production platform for the NAFTA region.  

 

The auto parts industry seems to be a special case within the Mexican economy. In contrast to the 

manufacturing sector in general this industry is less populated with micro-enterprises. Companies 

operating in the auto parts industry are furthermore found to be more productive than those in 

other manufacturing industries. This finding can be attributed to the presence of international 

companies and the fact that many SMEs are part of a global supply chain that pushes for quality. 

Additionally SMEs in the auto parts industry are a target group for foreign direct investment, 

integrating them as suppliers into international supply chains.      
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 However the sector still struggles with low levels of productivity in general  
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3.2 Empirical evidence 

In this section, empirical evidence from the case SMEs is presented and analyzed in light of the 

chosen theoretical framework. Additionally evidence from two published studies on the auto 

parts industry will complement the analysis. 

 

3.2.1 SME cases  

Two selection criteria influenced the choice of SMEs for interviews: their size and physical 

location. Size was chosen due to a desire of having an equal representation of small and medium-

sized enterprises, as explained in the methodology section. In regards to the physical location the 

choice of SMEs has been limited to the states in which large car manufacturers and international 

auto parts manufacturers are mainly placed.  

 

The following maps
20

 show major production sites of the auto parts industry in Mexico. It can be 

noted that they are mainly concentrated in the north at the border with the United States and in 

the center around the state of Mexico and the Federal District.  

 

Figure 7: Location and specialization of auto parts production in Mexico21 

 

                                                           
20

 Maps for car manufacturing sites can be found in Appendix A 
21

 In the first map, ProMexico confused east and west. Red should be Northwestern region, and green should be 
Northeastern region  
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Source: (ProMexico , 2013) p.14 

 

The northern states are strategic locations for export operations to North America, whereas 

production close to the Federal District is targeted towards internal demand and aftermarkets as 

well as exports to the Latin American region. 

 

Before embarking on the description and analysis of the SMEs that participated in this thesis, a 

short description of the organizational structure of the auto parts industry is provided. As can be 

seen from Figure 8, the car manufacturing and auto parts industries are organized in global 

complementary supply chains.  

 

Figure 8: The three production level organization of the auto parts industry and link to the 

car manufacturing industry 

  

Source: own elaboration based on ProMexico (2013) 
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Additionally, the auto parts industry is globally divided into two sectors: the original equipment 

(OE) sector which supplies Original Equipment Manufacturers (OEMs)
22

 illustrated in Figure 8, 

and the aftermarket parts sector for the replacement business (Encyclopedia of Global Industries, 

2011). 

 

The seven SMEs that were interviewed for the thesis are mainly suppliers of auto parts for the car 

manufacturing industry in Mexico. Only two SMEs are remanufacturers focused on the 

aftermarket. Four of them are small companies with 11 to 50 employees and three are medium-

sized companies with up to 250 employees. The SMEs that participated with interviews are listed 

in the following table.  

 

Table 4: SME cases  

Case 

number 

Company Name State Region Size
23

 

Case 1 Alan Servicios S. de R.L. de C.V. Baja California North West Small 

Case 2 Automotive Maquiladora S. de R.L. 

de C.V. 
Tamaulipas North East Small 

Case 3 Constructora DHAP S.A. de C.V. Estado de México Center Small 

Case 4 Meximotor S.A. de C.V. Aguascalientes Center Small 

Case 5 Manufacturera Mexicana de partes 

de automóviles S.A. de C.V. 
Distrito Federal Center Medium 

Case 6 Murcar S.A. de C.V.  Distrito Federal Center Medium 

Case 7 Lunkomex S.A. de C.V. Puebla South East Medium 

Source: own elaboration 
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 OEMs are car manufacturers such as Volkswagen AG or General Motors Company  
23

 Size determined by information on the number of employees from Sistema de Información Empresarial Mexicana 
(SIEM) and interviews, as well as by information about annual sales from interviews 
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Case 1 – Alan Servicios 

Alan Servicios S. de R.L. de C.V. is a small company that manufactures fiberglass and other 

plastic parts for the car industry. It was established in Tijuana, Baja California in 2003. The 

fiberglass products are mainly produced for recreational cars such as limousines and are sold to 

larger dealers of auto parts. Consequently Alan Servicios can be regarded as a Tier 2 producer 

within the supply chain. The company does not count with any certification as of now. The SME 

is however considering quality certifications but not environmental certifications. The company´s 

operations manager indicates that certifications such as ISO 14001 are very expensive. 

Additionally he does not know whether obtaining ISO 14001 will provide the company with any 

advantage or benefit. Since the benefits for environmental certifications are not clear, the 

company is more open to investing in quality certifications that are required by customers (A. 

Martinez, personal communication, June 22, 2015).  

 

Case 2 – Automotive Maquiladora 

Automotive Maquiladora S. de R.L. de C.V. is one of the production factories of a U.S.-based 

remanufacturing company called BBB Industries LLC. Automotive Maquiladora was established 

in 1998, when BBB Industries relocated all its production operations to Mexico. The Mexican 

SME remanufactures breaks for light and heavy vehicles for BBB Industries, which operates in 

the aftermarket of auto parts. Operations manager of Automotive Maquiladora point out that the 

business of their company is profitable due to the fact that remanufactured parts cost about half 

than new parts. Consequently, he argues that customers are thus not only making a “green” 

choice, but also a financially sound decision when buying their products (J. Andrade, personal 

communication, June 24, 2015). BBB Industries furthermore applies Lean Manufacturing, a tool 

to eliminate waste throughout operation processes. For this purpose, the company created Lean 

Champion employees. They provide training on lean practices to employees throughout the entire 

organization. Consequently employees from Automotive Maquiladora receive training and 

implementation support on the lean practices of BBB Industries. Operations manager of 

Automotive Maquiladora commented that the Lean Manufacturing processes that the company 

uses in the plant are focused on reducing waste from remanufacturing operations. This includes a 

reduction in power usage, efficient management of the inventory and a reduction in material 
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scrap. Furthermore Automotive Maquiladora installed an efficient lighting system in facilities to 

reduce electricity consumption. As a result up to 30% in operating costs were saved compared to 

the time before waste management practices were introduced (J. Andrade, personal 

communication, June 24, 2015). During the interview, operations manager of Automotive 

Maquiladora pointed out that the company is proud that the business provides to the protection of 

the environment. According to the Automotive Parts Remanufacturers Association (APRA), 

remanufacturers like this SME benefit the environment in four ways: energy conservation, 

pollution reduction, reduction in the use of raw materials and landfill space conservation (J. 

Andrade, personal communication, June 24, 2015). 

 

Furthermore, BBB Industries counts with the following certifications
24

 for its operations: ISO 

9001:2008, Ford Q1, ISO 14001, ISO 18001 and TS 16949. The company obtained certifications 

for all of its production plants that function as production subsidiaries, Automotive Maquiladora 

being one of them. BBB Industries pays all costs associated with certifications, from the initial 

investment required, to maintenance costs related to continuous reports and evaluations.  

Operations manager from Automotive Maquiladora stated that it would not have been possible 

for them to obtain ISO 14001 and other certifications on their own, due to the high costs. The 

problem that the SME reports is not only the initial investment to obtain a certification in the first 

place, but also the ongoing costs associated with keeping it (J. Andrade, personal communication, 

June 24, 2015). 

 

Case 3 – Constructora DHAP 

Constructora DHAP S.A. de C.V is a small company located in the State of Mexico. The 

company was first established in 1964 under the name of Grupo Industrial SEA. Since then the 

SME expanded its operations and changed its name in 1979 to Constructora DHAP S.A. de C.V. 

Its main business is the production of trailers, ambulances and bodies for vehicles. Additionally it 

installs specialty medical equipment in cars. For its operations, Constructora DHAP counts with 

the certification of ISO 9001:2008. In regards to sustainable practices, the company has not 
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 ISO 9001:2008, Ford Q1, ISO 18001 and TS 16949 are quality certifications. ISO 14001 is a certification for 
environmental management systems 
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obtained any certification for environmental management or other. Nevertheless during the 

interview, the operations manager stated that the company is currently following a process to 

identify ways in which to reduce waste throughout the organization (M. Rivera, personal 

communication, July 30, 2015). Even though the company has only started to implement waste 

management, a 5% cost savings for materials was achieved. According to the operations 

manager, a certification such as ISO 14001 is currently too costly for the company. He mentions 

that it is not only a considerable investment to obtain ISO 14001 but that the company is not in a 

position to pay the maintenance costs associated with keeping the standards (M. Rivera, personal 

communication, July 30, 2015).  

 

Case 4 – Meximotor  

Meximotor S.A. de C.V. is Mexico´s most important remanufacturer of motors for vehicles. 

Their business consists in remanufacturing motors for the aftermarket. The company was founded 

in 1994 and currently employs 35 people. Meximotor provides services to car fleets from Coca-

Cola Mexico, Grupo Bimbo, Pepsi Co. and FEMSA among others that wish to change their 

motors from gasoline to diesel or just to update their motors. The main market for the SME is 

Mexico, but production is also exported to the United States, Canada and Latin America. Chief of 

operations at Meximotor pointed to the company´s believe that remanufacturing is superior to 

recycling due to the fact that the original value-added of the product is preserved. The key to 

preserve the environment is to reuse rather than recycle. He argues that remanufacturing is better 

for the environment since it avoids air pollution from recycling processes that include smelting to 

recover materials for reuse (M. Sánchez, personal communication, August 10, 2015). Meximotor 

also counts with the certification QS-9000
25

 and Industria Limpia from PROFEPA
26

, a 

certification from the Mexican government that the company complies with all legal 

requirements regarding the environment. The reason to obtain Industria Limpia from PROFEPA 

instead of ISO 14001 was that it is less expensive and processes such as the renovation of the 

certification are free of charge with PROFEPA. Meximotor stated that since they obtained the 

Industria Limpia certificate, their sales increased by 10% (M. Sánchez, personal communication, 
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 Quality certification 
26

 Procuradora Federal de Protección al Ambiente (PROFEPA) 
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August 10, 2015). Additionally the company reported to have seen a positive impact on employee 

satisfaction. According to an employee satisfaction inquiry, employee turnover has decreased and 

employee satisfaction increased since the company obtained Industria Limpia. Chief of 

operations at Meximotor states that employees seem to be proud that their efforts for 

sustainability are formally recognized and awarded by PROFEPA and their customers (M. 

Sánchez, personal communication, August 10, 2015).  

 

Case 5 – Manufactuera Mexicana 

Manufacturera Mexicana de partes de automóviles SA de C.V. is a medium-sized company 

founded in 1955. It currently employs 119 people and is based in Mexico City, Federal District. 

The company produces and sells plastic products to the car manufacturing industry. Its main 

products are radiators and temperature control systems for passenger vehicles and heavy vehicles. 

Most of its products are sold to the local market. Manufacturera Mexicana counts with the 

following quality certifications: Q1 Ford, ISO 9001 and ISO 16949. Regarding sustainable 

practices, the company obtained ISO 14001 for environmental management systems. Operations 

manager of Manufacturera Mexicana stated that the company obtained ISO 14001 with no 

support from customers or state programs (B. Duarte, personal communication, August 11, 

2015). At the beginning it was not clear for the SME whether they could benefit from it. The fact 

that several competitors started to get ISO 14001 and that key customers indicated that 

sustainability is important to them, gave the company a push to obtain the certification. Today the 

SME is satisfied that it had a positive effect on the bottom line, increasing sales by about 15%. 

The operations manager admitted that ISO 14001 was expensive to obtain and maintain, but in 

the end it was worth for them to do so (B. Duarte, personal communication, August 11, 2015).  

 

Case 6 - Murcar 

Murcar S.A. de C.V. is a medium-sized 100% Mexican company placed in the Federal District. 

The company manufactures electronic products and replacement parts for light and heavy 

vehicles for the car manufacturing industry and the lighting industry. The products are directly 

sold to large OEMs, which is why this company can be classified as a Tier 1 producer within the 
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supply chain. Murcar counts with ISO 9001 certification for quality management systems. The 

company is optimizing its energy consumption and is trying to reduce it in order to save costs. 

Chief of operations at Murcar indicates that the company was able to save 3% of costs compared 

to before, but he is not sure how much potential there is in regards to cost savings (P. Márquez, 

personal communication, August 3). However, as of now, Murcar is not considering other forms 

of sustainable practices. During the interview, he mentioned that it is already costly to maintain 

ISO 9001. Nevertheless Murcar´s chief of operations explained the desire to obtain ISO 14001 in 

the future, due to increasing customer requirements. He points out that the company will need 

support from customers or the government to gain access to finance that is less expensive than 

that offered by banks (P. Márquez, personal communication, August 3).  

 

Case 7 - Lunkomex 

Lunkomex S.A. de C.V. is a manufacturer of small metal parts for automobiles. It produces and 

sells metal frameworks and bodies for vehicles in the local market. The SME mainly distributes 

its parts to Lunkomex, S. de R.L. de C.V., its parent company. Thus the company can be 

classified as a Tier 2 producer supplying a Tier 1 producer of auto parts, since legally they are 

two entities even though they are part of the same company. Lunkomex S. de R.L. de C.V. is a 

large company that sells directly to OEMs. Their customer list includes Volkswagen, Nissan, 

Ford, General Motors, Chrysler and Fiat. Chief of operation at Lunkomex S.A. de C.V. states that 

Lunkomex, S. de R.L. de C.V. provides them with training to increase the quality of their 

products and help them with introducing sustainable practices (Mr. R. Castillo, personal 

communication, August 3, 2015).  

 

The parent company further counts with ISO/TS 16949 and Q1 for quality and ISO 14001. 

According to information provided during the interview, these certifications cover the facilities of 

Lunkomex S.A. de C.V. as well. Chief of operations at the SME explained that they would not 

have been able to acquire those certifications on their own because of the high costs involved. He 

further explains that is was important for the company to obtain the mentioned certifications due 

to a demand from large customers. According to him, the fact that they have these certifications 

has helped the company to keep important customers of Lunkomex, S. de R.L. de C.V. The SME 
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is happy that its parent supported them to get the necessary certifications. He adds that they might 

have lost customers to the competition if they would not have obtained the required quality and 

environmental certifications (Mr. R. Castillo, personal communication, August 3, 2015).   

 

Results from case studies 

The following table will provide an overview of the empirical findings on sustainable practices in 

the seven cases.  

Table 5: Results of sustainable practices 

Company  name ISO 14001 – 

environmental 

management systems 

Other 

environmental 

certificate 

Active waste 

management 

Active 

energy 

efficiency 

Alan Servicios No No No No 

Automotive 

Maquiladora  
Yes No Yes Yes 

Constructora 

DHAP 
No No Yes No 

Meximotor No Yes No No 

Manufacturera 

Mexicana 
Yes No No No 

Murcar No No No Yes 

Lunkomex Yes No No No 

Source: own elaboration with data from interviews 

 

Six out of the seven SMEs are engaging in some form of sustainable practice from energy 

efficiency and waste management to entire environmental management systems. Four out of 

seven SMEs have certifications for environmental management practices; three SMEs count with 

ISO 14001 and one with “Industria Limpia” from PROFEPA. Alan Servicios is the only 

company that is currently not engaging in any sustainable practices. However it has to be noted 

that more companies have quality certifications (six from seven) than environmental 

certifications (only four out of seven).  
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Additionally all SMEs engaging in any sustainable practice, have reported to benefit from them. 

Table 6 provides an overview of benefits and support for their sustainable practices. 

 

Table 6: Impacts of sustainable practices 

Company name* Support Benefit Type of impact 

Automotive 

Maquiladora  
Yes Yes 

30% cost savings  

 

Constructora DHAP No Yes 5% cost savings  

Meximotor 

No Yes 

10% increase in sales  

Increase in employee satisfaction 

Reduction of employee turnover 

Manufacturera 

Mexicana 
No Yes 

15% increase in sales 

Murcar No Yes 3% cost savings 

Lunkomex Yes Yes Customer retention  

* Alan Servicios is not included because the SME does not engage in any sustainable practice 

Source: own elaboration with information from interview 

 

Sustainable practices seem to influence the performance of an SME in a positive manner. All of 

the SMEs that adopted some form of sustainable practices, be it energy efficiency, waste 

management or entire environmental management systems reported to have either reduced 

operating costs or increased sales. Cost savings is the most common benefit reported, followed by 

benefits from customer retention and increase in sales. Furthermore, only two companies 

received financial support and training to introduce sustainable practices. In addition, four from 

seven SMEs reported to feel pressured by customers to introduce sustainable practices and obtain 

certifications for them. The two remanufacturers instead reported to have adopted sustainable 

practices due to the nature of their business and values of the company. 

 

Certifications are found to be expensive. Those SMEs that do not own a certification for 

environmental practices highlighted the large investments associated with them. Those SMEs that 
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have a certification for environmental management highlighted the large costs as well. Thus the 

high initial investment and ongoing costs as well as time requirements for certifications represent 

a barrier to the adoption of sustainable practices.  

 

3.2.2 Evidence from published cases 

In order to provide additional evidence, two published studies from the auto parts industry are 

presented next. 

 

Mexican Green Supply Chain Program  

Guardian Industries and IACNA are two Multinational Enterprises (MNEs) from the auto parts 

industry placed in the central state of Queretaro. Both participated in the Green Supply Chain 

Program
27

 that aims at greening SMEs in Mexico. The companies were asked to invite SME 

suppliers from their supply chain to participate. Guardian Industries participated with eleven 

SME suppliers and IACNA with eight. The objective was to motivate SMEs to formulate projects 

in pollution prevention that were later evaluated in terms of payback periods and net present 

values with different time periods and discount rates. Lyon and van Hoof (2010) conducted an 

evaluation of the benefits of the program. Table 7 shows the result of their evaluation.  

 

 

 

 

 

 

 

 

 

 

                                                           
27

 The Program is presented in more detail under section 4  
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Table 7: Economic Benefits of Green Supply Chain Projects, by Supply Chain 

 

Source: (Lyon & van Hoof, 2010) 

 

It can be seen that projects from participants belonging to the supply chains of both auto parts 

MNEs have a payback period of 0.46 and 0.43 years, a value that is below average for all other 

participating supply chains. Moreover all four net present values are well above average for both 

Guardian Industries and IACNA. It can therefore be argued that from a financial point of view, 

MNEs as well as SMEs from the auto parts industry have benefited from participating in the 

program.  

 

Lyon and van Hoof (2010) further investigated improvements in environmental performance 

resulting from the program. Table 8 illustrates their results.  
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Table 8: Environmental Benefits of Green Supply Chain Projects, by Supply Chain 

 

Source: (Lyon & van Hoof, 2010) 

 

In this case results are more variable. Guardian Industries has above average results in three 

measures: electricity savings, water usage and CO2 emission reductions. Avoided waste disposal 

was also considerable although below average. IACNA was only able to reduce electricity 

consumption and waste disposal to a large extent. Nevertheless, both values lie below the 

average. It has to be noted though that the average is pushed up by the abnormally large value for 

Janssen Cilag (JC)
28

 compared to all other supply chains. Thus it can be argued that avoided 

waste disposal for both auto parts supply chains is significant. Natural gas savings are however 

poor for both Guardian Industries and IACNA compared to other supply chains. This can 

however be explained by the fact that the participating SMEs are mainly from the service sector. 

                                                           
28

 Janssen Cilag is a pharmaceutical company 
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In contrast, supply chains of Fabrica de Jabones la Corona (CR)
29

 and JUMEX (JM)
30

, both with 

the highest natural gas savings participation was dominated by raw material suppliers. 

 

The results show that both MNEs and their SME suppliers from the auto parts industry have 

benefited from participating in Mexico´s Green Supply Chain Program. In general financial 

performance as well as environmental performance have experienced a positive impact. 

 

Study on Taiwanese SMEs in the auto parts industry  

A study on SMEs in the auto parts industry in Taiwan also finds evidence of sustainable 

practices. The results of this study are provided within the analysis of this thesis due to the fact 

that both Taiwan and Mexico are developing countries and within the largest auto parts 

manufacturers worldwide. Additionally the auto parts industry in both countries is dominated by 

SMEs. 

Lin and Lan (2013) investigate GSCM practices in Taiwanese SMEs within the auto parts 

industry. Their study supports the notion that SMEs largely adopt a reactive CSR strategy and 

introduce sustainable practices due to pressures from regulation that is pushed upwards in the 

supply chain from large car manufacturers. CSR literature predicts that SMEs largely ignore CSR 

practices due to a lack in financial resources (Baden, Harwood, & Woodward, 2009) (Perrini, 

Russo, & Tencati, 2007). However Lin and Lan (2013) find evidence that CSR and GSCM 

practices have a direct impact on the survival of SMEs in the Taiwanese auto parts industry. The 

evidence from Mexican SMEs suggests that CSR and GSCM practices can have a positive 

impact. However, no evidence is found that it is important for the survival of Mexican SMEs in 

the industry in question. Several SMEs stated that their customers set value on sustainable 

practices. This can be attributed to the environmental regulation of the car manufacturing and 

auto part industries. Thus it could be argued that if the studied SMEs that introduced sustainable 

practices would not have done so, they might have experienced a loss in customers and a push 

out of the supply chain of large companies. 

 

                                                           
29

 Fabrica Jabones La Corona is a company in the chemical industry  
30

 JUMEX is a company in the food industry 
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3.2.3 Evidence in light of theory 

When looking at the cases, it becomes evident that the studied SMEs take a reactive approach to 

CSR. These SMEs are not visible to the end consumer since they are mainly placed at the 

beginning of the supply chain. Consequently they do not perform CSR to improve their image 

among consumers. They care more about the expectations of their customers and regulators, and 

introduce sustainable practices to comply with these stakeholder groups. Empirical evidence from 

interviews shows that four of the SMEs have already certifications for environmental 

management in place and two are implementing practices to reduce electricity consumption or 

waste. Only one SME stated that it is not doing anything regarding sustainable practices. Buysse 

and Verbeke (2003) argue that SMEs tend to implement reactive CSR strategies. They state that 

reactive CSR strategies entail end-of-pipe technologies, such as adjusting production, in contrast 

to rethinking product design. Evidence from the case studies supports their argument, since none 

of the SMEs redesigned its products. They are not concerned with doing CSR as a PR strategy, 

but to conform to management systems of large customers and to comply with regulations. It can 

thus be argued that these SMEs tend to do less CSR than large companies, a claim presented by 

Baden et al. (2009) and Perrini et al. (2007). Nevertheless, if GSCM is considered to be a CSR 

practice, as argued by Lin and Lan (2013), the studied SMEs are doing CSR to a considerable 

extent, as analyzed next.  

 

As noted in the literature review, GSCM has four important elements: internal environmental 

management, external GSCM practice, eco-design, and investment recovery (Zhu & Sarkis, 

2007). Thus it will be analyzed whether the studied SMEs are engaging in any of these four 

GSCM practices.  

The case studies show that six out of seven SMEs obtained quality certifications in contrast to 

four out of seven that obtained environmental management certifications. This illustrates the 

priority of quality production over “green” production within the industry. However it can be 

argued that quality improvements also entail a reduction of the environmental impact of a 

company, since for example ISO quality standards stipulate more efficient use of resources. The 

case studies show that SMEs tend to comply with requirements from their customers both in 

quality and environmental management. This illustrates the fact that car manufacturers and large 
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auto parts manufacturers implement external GSCM practices to “green” suppliers. The studied 

SMEs however do not engage themselves in external GSCM practices; they rather react to those 

adopted by their large customers. A reason for this could be that SMEs do not have as much 

power over suppliers than large companies do.   

 

Recovering investments from materials for production is important for SMEs, since their 

financial resources are limited compared to that of larger companies. Nevertheless there is a lack 

of evidence that the case study companies engage in investment recovery practices. None of them 

has considered recycling. The SMEs only consider waste management meaning that resources are 

used more efficiently. But this does not mean that the companies engage in recycling to recover 

materials from a previous investment. Companies have to consider the tradeoff between 

investment recovery and the costs of implementing systems and design processes necessary to 

recover those investments, an undertaking that is costly. Recycling stations and processes need to 

be considered. Thus it seems that recycling and designing for material recovery is a task left to 

car manufacturers that specify the requirements for their parts in the first place.  

 

GSCM theory further suggests eco-design as a practice to follow. However no evidence on eco-

design among the case studies could be found. Eco-design is mainly led by the focal company 

within a supply chain, in this case the car manufacturer, which designs products for the end 

consumer. Furthermore it can be argued that eco-design is a proactive CSR strategy. It was found 

that SMEs engage in reactive CSR strategies, which can explain the lack in evidence for eco-

design practices. Moreover these SMEs provide parts for larger products that are designed in car 

manufacturing companies. It is possible that a supplier of auto parts that redesigns its products to 

make them eco-friendly might not be able to sell them because customers have their own 

requirements regarding their parts.  

 

Internal environmental management as GSCM practice refers to an internal management of 

environmental issues. Consequently ISO 14001 or other environmental certifications could be 

regarded as internal GSCM practices. Since four out of seven SMEs were found to have such 

certifications, it could be argued that SMEs actively engage in internal environmental 
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management. Waste management practices that were found in SMEs can further be regarded as 

internal environmental management practices because they too require an active management and 

reporting system within the organization. The evidence thus suggests support for the argument 

provided by Lin and Lan (2013) that SMEs tend to perform more internal environmental 

management.   

 

The car manufacturing industry faces many environmental requirements from institutions such as 

governments and the international community in the form of laws and regulations. Consequently 

the auto parts industry that supplies car manufacturers also faces environmental requirements. 

Hawley (1968) argues that governments and their institutions exert isomorphism on organizations 

in these industries to make them behave in the same manner as others that face the same 

environmental conditions. Research on these two industries and evidence from the case studies 

shows that companies tend to comply with institutional requirements in order to gain legitimacy 

and to avoid sanction. This finding further provides support for the argument from institutional 

theory researchers such as DiMaggio and Powell (1983) and Meyer and Rowan (1977) that no 

organization is able to avoid external pressures from institutions.  

 

 

Environmental laws and regulations stipulate environmental pollution standards regarding the use 

of hazardous materials and greenhouse gas (GHG) emissions. The United States Environmental 

Protection Agency (EPA) has put various regulations and standards into place to limit the 

environmental impact of the car and auto parts industry. Some examples include toxic substance 

control in auto parts, emission standards for vehicles and sulfur content in vehicle gasoline for 

compliance with the Clean Air Act, a federal law introduced in 1970 (EPA, 2015). Canada has 

also established vehicle emission requirements that are largely compatible with requirements 

from the United States (Environment Canada, 2015). Mexico has a general law on ecological 

equilibrium and protection of the environment that includes regulation on emissions from 

vehicles and the auto parts manufacturing industry (Cámara de diputados del H. Congreso de la 

Unión , 2014). Compliance with regulations has become a question of survival for companies 

operating in the car and auto parts industry. Regulation pressures on car manufacturers are passed 
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on to suppliers of parts, who have to comply with government requirements and management 

practices of their large customers (Lin & Lan, 2013). These laws and regulations represent 

coercive pressures from institutions that have the ability to sanction contrary behavior. They can 

entail sanctions such as product bans and fines to companies that do not comply. These coercive 

pressures have the ability to influence the future behavior of producers because they are costly 

and pose a risk to company image. The recent case of Volkswagen AG cheating on emission test 

of its vehicles is a primary example (Hotten, 2015).  

 

Certifications for business practices such as voluntary standards from the International 

Organization for Standardization (ISO) can be regarded as normative pressures. The legitimacy 

of normative pressures depends on the moral governance of the institutional environment (Scott 

W. , 2001). Environmental practices are considered morally correct and important by the 

international community and governments worldwide, since climate change and environmental 

pollution have become visible issues. The car manufacturing and auto parts industries are 

considered high polluting industries and are regulated worldwide. Thus ISO certifications provide 

companies with legitimacy within the institutional environment in which car and auto parts 

manufacturers operate.  

 

Three out of the seven case SMEs have acquired ISO 14001 standards for environmental 

management systems and one has a certification for “Industria Limpia”. All of these companies 

export part of their products or sell them to customers that export later on in the supply chain. 

This finding could indicate that export dependence is an important normative driver for 

conforming to environmental standards such as ISO. Christmann and Taylor (2001) also find 

support for this in their study of Chinese manufacturers. Additionally, the evidence on ISO 14001 

and Industria Limpia certifications in the case studies shows support for the argument provided 

by Scott (1992) that companies facing environmental requirements attempt to gain legitimacy 

from institutions and adjust their strategies to meet those requirements. 

 

Since the car manufacturing and auto parts industries are largely regulated in regards to 

environmental impacts, increasing regulation is an expectation. Thus the propagation of 
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certifications and environmental management systems can be viewed as the result of mimetic 

behavior among companies within these industries. Automotive Maquiladora and Meximotor 

stated that environmental practices are still flexible and open to interpretation. Their decision on 

implementing “green” practices also relied on the observation that various companies in the 

remanufacturing business were profiting from introducing environmental practices. DiMaggio 

and Powell (1983) argue that mimetic pressure is especially dominant under uncertainty. 

Evidence from the case studies suggests the existence of uncertainty regarding environmental 

practices. Since it is a relatively new area with no clear guidelines many companies seem to 

resort to mimicking the practices of successful ones. 

  

3.2.4 Findings  

Regarding CSR practices, it is found that the studied SMEs follow a reactive CSR strategy. In 

contrast to large companies that tend to adopt a proactive CSR strategy for PR purposes and to 

improve their image, SMEs here mainly improve their production processes. Lin and Lan (2013) 

also find evidence that Taiwanese SMEs are following reactive CSR strategies. Evidence from 

the Green Supply Chain Program could suggest that many MNEs that were approached for the 

participation did so to improve their image and CSR visibility, an argument brought forth by the 

CEC when designing the program.  

 

The case study companies engage in sustainable practices due to external GSCM from large 

companies within their supply chains. The successful participation of SMEs in the Green Supply 

Chain Program can be attributed to the fact that MNEs have the power to pressure SMEs for the 

adoption of sustainable practices. This provides further support for the notion that SMEs 

introduce sustainable practices due to external GSCM practices of the focal company within the 

supply chain. Nonetheless, SMEs do not engage in external GSCM practices themselves. 

Investment recovery is not considered in any of the SMEs. The only aspect that is considered is 

the efficient use of an investment in the form of waste management. In addition, eco-design is not 

a GSCM practice adopted by SMEs. The lack in evidence for this type of GSCM practice could 

be attributed to the fact that the design of products is done by car manufacturers that later specify 

their requirements to their suppliers. Finally, evidence on internal environmental management 
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practices has been found in several of the SMEs. This GSCM practice appears mainly in the form 

of adopting waste management systems and certification for environmental management systems. 

 

With regards to institutional theory, evidence from the SME cases shows that no organization can 

avoid institutional pressures, as argued by DiMaggio and Powell (1983), and Meyer and Rowan 

(1977). Evidence further suggests that it is mostly normative pressures in the form of 

environmental certifications and export dependence that are the most relevant for the adoption of 

sustainable practices within the SMEs that participated in the study. Coercive pressures also play 

a large role in the adoption of sustainable practices. However they were not explicitly mentioned 

by SMEs during the interview. It can thus be argued that sustainable practices are mostly 

introduced to comply with customer expectations and export requirements from destination 

countries, rather than requirements from the Mexican government. Additionally, mimetic 

pressures seem to play a role for SMEs to adopt sustainable practices. Since sustainable practices 

are still a fairly new field of action mimetic behavior can reduce the uncertainty of which 

practices could be beneficial to adopt.  

 

Common success factors and barriers 

Success factors seem to be highly dependent on the characteristics of the industry. The high 

regulation, organization in global supply chains and the inter-relationship with the car 

manufacturing industry characterize the auto parts industry. All of these factors push for quality 

and sustainable practices of suppliers. Four out of seven case companies mentioned pressures 

from customers to adopt sustainable practices. SMEs largely represent suppliers for auto parts 

manufacturers and OEMs and therefore have to hold up with global competition and high 

requirements regarding environmental regulation. Thus being part of a supply chain of large 

international companies can be considered a success factor for SMEs that benefit from being 

sustainable. Consequently the successful greening of SMEs within the auto parts industry and the 

fact that many SMEs benefit from this trend is largely due to these industry-specific 

characteristics. Evidence from the case studies shows that financial and technical support for the 

adoption of sustainable practices is needed. Thus another common success factor is the support 

from parent companies or the focal company within a supply chain. More generally it could be 
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suggested that support from parent companies, large customers, the state and financial institutions 

can be success factors for the greening of SMEs. Institutional pressures further play a large role 

in the greening of SMEs in the auto parts industry due to the fact that the industry is highly 

dependent on regulation requirements that are passed on to SME suppliers.   

 

A commonly mentioned barrier to sustainable practices is the high cost associated with 

certifications such as ISO. All seven case companies referred to the fact that certifications are 

expensive. The problem is not only the large initial investment that is required to obtain a 

certification, but the ongoing costs associated with the continuous evaluations to keep them. 

SMEs do not possess the necessary resources to obtain certifications as two of the case studies 

illustrate. Waste management can also be costly because it entails a detailed analysis and 

evaluation of business practices to identify where resources can be used more efficiently and 

waste can be reduced.  

A second barrier seems to be the lack in knowledge on how sustainable practices can be 

beneficial for SMEs and which practices have the highest chances of success or would be most 

appropriate to implement. This can be attributed to the fact that sustainability is still an emerging 

subject and no clear guidelines to success have been found. This also reflects the evidence on 

mimetic behavior when it comes to sustainable practices. 

 

4. Implications 

The results from the case studies in this thesis suggest that SMEs within the auto parts industry 

seem to benefit from engaging in sustainable practices due to industry-specific characteristics. 

Several of the SMEs have certifications for environmental management practices. Nevertheless 

all case SMEs underlined the fact that acquiring certifications is costly. This means that the high 

costs associated with implementing sustainable practices that are legitimized through 

certifications represent a barrier to SMEs if they do not count with financial and technical 

support. The auto parts industry represents a special case due to its international aspect. The 

presence of several large companies and global players has an influence on SMEs in the industry, 

pushing for the greening of SMEs to comply with environmental regulation. To further promote 
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the greening of Mexican SMEs in the auto parts industry and in general, various initiatives are 

still needed. Next it will therefore be investigated what is being done and what could be done to 

promote the greening of SMEs.   

 

4.1. Greening SMEs 

4.1.1 Government 

The Mexican government has already recognized the importance of SMEs in general and their 

contribution to labor. However, within the policies that the government has put in place, there is 

no targeted support for the greening of this sector. 

 

Policies for SMEs 

Due to the size of the SME sector, the Mexican government has recognized its importance for 

development and economic growth in 2000. It created a new SME and entrepreneurship policy 

agenda executed by the Entrepreneurial Development Plan (EDP) 2001-2006. The objective of 

the agenda and new policies was and is to stimulate the creation of SMEs in order to accelerate 

economic growth, to create jobs and thereby to reduce poverty. In the early 2000s, the Under-

Ministry of Small and Medium Enterprises was established
31

, to administrate the Mexican SME 

Fund, promote policies for the sector and create programs to improve financing and innovation. 

After the EDP, the Economy Sectoral Program 2007-2012 was launched. A national program for 

micro-enterprises was introduced and the network of incubators and “Mexico Emprende Centers” 

were extended. Ease of opening a business has also increased due to a reduction in time 

requirements and bureaucracy (OECD, 2013). Nevertheless, support has to be made more 

efficient and targeted towards increasing productivity, competitiveness and sustainability among 

SMEs.  

 

The SME Fund 

The SMEs Fund (Fondo PyME) has been established by the federal government to promote 

national economic development through the support of entrepreneurial initiatives and aid in 
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creation and improvement of SMEs. The fund provides credit lines, subsidies and other forms of 

support for SMEs (Guerrero de Lizardi, 2012). According to the OECD (2013) the government 

extended the scope of the Fund in recent years to include micro-enterprises, an effective 

evolution of support to adapt to new economic conditions. Most government actions are tied to 

the SME Fund. A network of intermediaries consisting of chambers of commerce, business 

associations and universities facilitate the government´s outreach to SMEs. However procedures 

of the SME Fund to access financing are difficult and stressful to fulfill for these intermediaries. 

Requirements regarding reporting, compliance and budgeting affect the efficiency of allocating 

government funds to SMEs, limiting outreach to this sector (OECD, 2013). Another problem lies 

in the fact that funding for SME Fund projects come from federal and state sources, but different 

requirements for local and national funding exist (OECD, 2013).  Consequently, even though 

there seems to be enough funds available, execution is not optimal due to these problems. To 

promote the greening of SMEs through the SME Fund it would be necessary to target funding 

towards applications with sustainable projects.   

 

PROFEPA 

The rising concern for the environment has led the federal government in Mexico to the 

establishment of the Federal Bureau of Environmental Protection (Procuraduría Federal de 

Protección al Ambiente – PROFEPA) in 1992. This governmental institution offers auditing and 

certifications for environmental practices in Mexico. Several of their procedures are free of 

charge to promote the acquisition of certifications among companies. Especially SMEs are 

attracted to obtain certifications from PROFEPA, since they are less expensive than ISO 

certifications (PROFEPA, 2013). Meximotor, one of the SMEs investigated in this thesis, has 

obtained the certification “Industria Limpia” from PROFEPA due to the fact that is was less 

costly than obtaining ISO 14001.   

 

Mexican Green Supply Chain Program 

In 1993 Canada, the United States and Mexico established the North American Agreement on 

Environmental Cooperation (NAAEC), as a result of their economic links and environmental 
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protection goals of the NAFTA agreement. The main objective of the NAAEC is to promote 

sustainable development, environmental protection and compliance through cooperation between 

the countries and the creation of coherent environmental policies (CEC, 2015). The Commission 

on Environmental Cooperation (CEC) was established in order to design and execute common 

initiatives under the agreement. It was the CEC that designed the Mexican Green Supply Chain 

program in 2004 (CEC, 2005). 

The aim of the program is to bring about the greening of SMEs in Mexico. The program 

recognizes that large companies play a primary role in their supply chains, and that SMEs can be 

greened through support and incentives from their large partners. The program therefore 

approached Multinational Enterprises (MNEs) to motivate the participation of their SME 

suppliers. The CEC further stressed that MNEs could also benefit from their involvement in the 

program through an improved image and better relationships with suppliers (Lyon & van Hoof, 

2010). Figure 9 provides an overview of the organizational structure of the Green Supply Chain 

Program in Mexico. 

 

Figure 9: Operative structure of the Green Supply Chain Program 

 

Source: (Lyon & van Hoof, 2010) 
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Results of the program show improved financial and environmental performance of participating 

SMEs and MNEs. Both participants from the auto parts industry that were analyzed in section 3 

counted between the winners in terms of financial performance. Fabrica Jabones la Corona
32

 and 

JUMEX
33

 showed to have achieved the best environmental performance.  

 

4.1.2 Financial institutions and the private sector 

The banking sector in Mexico is relatively small compared to other members of the OECD. The 

lack in competition and resulting high credit costs has given the government an incentive for a 

financial reform in 2014. One of the goals was to increase competition among banks to improve 

banking services. With the reform, government banks are given more flexibility in lending to 

SMEs that previously lacked access to credit due to the high costs (OECD, 2015a). The following 

figure from the National Commission of Banking and Values (CNBV in Spanish) shows the 

decline of lending rates for SMEs.  

 

Figure 10: Reduction in the cost of credit for small firms 

 

Source: (OECD, 2015a) p.15 
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Nevertheless bank credit supply to SMEs is still relatively low even after the reform in 2014 due 

to the reduced product competition in the banking sector (OECD, 2013). 

 

In regards to financial support for sustainable practices in SMEs, several banks have special 

credit lines to finance sustainable SMEs. Funds such as those from Grupo ECOS, NAFIN, Adobe 

Capital y CI Banco are targeted towards “green” SMEs (Red de Empresarios Visa, 2015). CI 

Banco, the first sustainable bank in Mexico, provides special assistance to SMEs that acquired an 

ISO 14000 series certification for environmental management (CI Banco, 2015). However these 

funds are not sufficient to cover the demand and requirements from SMEs (Red de Empresarios 

Visa, 2015).  

 

Regarding the private sector, two larger initiatives for SMEs in Mexico could be found. Instituto 

PYME is a non-profit organization that supports the development of SMEs in Mexico. The 

organization provides SMEs with access to technology and IT systems that are generally 

available for large companies only and provides a platform to connect with large companies and 

the government. The aim is to support the integration of SMEs into supply chains of large 

enterprises. The thesis shows that the integration of SMEs into supply chains of large companies 

encourages the greening of SMEs in the auto parts industry. Support from Instituto PYME is 

therefore relevant for the thesis.  

Another initiative is Pepe y Toño a project from Consejo de la Comunicación A.C., a private 

association of a group of entrepreneurs in Mexico. The initiative supports entrepreneurs to open 

up their own businesses. It provides training programs and promotes the greening of SMEs (Pepe 

y Toño, 2015). In this initiative the focus lies on training rather than on financial support to 

“green” SMEs.  

 

General suggestions for the greening of auto parts SMEs in Mexico include the promotion of 

cooperation between car manufacturers and suppliers, a suggestion also presented by Lin and Lan 

(2013). Such initiatives could provide SMEs with the required support for sustainable practices, 

both in financial and technical terms. It could further improve design and production of green 

products and increase the general greening of SMEs in the auto parts industry.  
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Platforms for the exchange of knowledge and experiences could provide SMEs with the 

necessary knowhow to approach the issue of sustainability. Such platforms could reduce the 

uncertainty associated with sustainable practices and their benefits. These suggestions can also 

apply to the greening of SMEs in other industries.  

 

5. Conclusion 

Evidence from the case studies shows that the greening of SMEs in the auto parts industry is on 

its way. Most SMEs that were interviewed for the study have reported to engage in some kind of 

sustainable practices; from a basic reduction in energy consumption to advances environmental 

management systems. SMEs tend to benefit from such practices, both financially and in terms of 

environmental performance. The characteristics of the auto parts industry largely influence the 

adoption of sustainable practices as a response to customer requirements and regulation. 

Evidence further suggests that common success factors between SMEs are influenced by the 

characteristics of the industry. It is thus that the auto parts industry is deemed to be a special case 

in regards to the successful greening of SMEs.  

 

The main barrier to sustainability in SMEs is the large cost associated with introducing 

environmental management systems. Certifications are expensive and time-consuming. 

Additionally, the lack in knowledge of the impact of sustainable practices on a company´s 

financial bottom line hinders the greening of SMEs.   

 

The evidence shows that there is a general need for support both financial and technical that is 

directed to the greening of SMEs. Funds from the government should be also be targeted towards 

“green” projects from SMEs. The banking sector has started some initiatives to finance 

sustainable SMEs, however it is necessary to increase and diversify the product offering in 

Mexico to promote the greening of SMEs in general. The promotion of platforms for knowledge 

exchanges as well as the promotion of cooperation between supply chain partners should be part 

of a strategy to increase sustainability among SMEs in general.  

 



61 
 

6. Future research  

The analysis in this thesis has focused on cases from a specific industry within a specific country. 

Therefore the greening of SMEs within different industries can be considered to provide a better 

understanding of successful strategies. Moreover the analysis has been constrained to the SME 

sector because of the characteristics of the chosen industry. However micro-enterprises represent 

the vast majority of companies around the world, as can be seen from Figure 2. They generate 

most of the employment and are a source of economic development and growth for many 

countries. Future research could thus investigate the possibility to green micro-enterprises and 

provide a different perspective on economic growth. A community perspective or the creation of 

networks for sustainability could be investigated, as well as the greening of companies from their 

very conception.  
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8. Appendix 

8.1 Appendix A – Additional figures   

 

Figure 11: Passenger car production in 2014, by country34
 
 

 

Source (Statista, 2015) 
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 Top 10 countries, production in millions of units 
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Figure 12: Location of light vehicle production in Mexico 

 

Source: (Automotive Meetings Queretaro, 2015) 
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Figure 13: Location of heavy vehicle production in Mexico 

 

 

Source: (Automotive Meetings Queretaro, 2015)  
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8.2 Appendix B – Interview transcripts 

 

Interview with case company 1  

Name of the company: Alan Servicios S. de R.L. de C.V. 

Person interviewed: Mr. A- Martinez, Operations manager of Alan Servicios 

June 22, 2015 

 

1. Before we start, could you please give a short overview of your business? 

We are a small company that started in 2003. We manufacture plastic parts and fiberglass for 

recreational vehicles like limousines and jeeps. Currently we have 50 employees.  

 

2. What do you understand under the term “sustainability”? 

I understand that sustainability refers to the environment and its preservation. So anything that 

has to do with the preservation of the environment has to do with sustainability. 

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

Currently we are not doing much because we are in doubt whether it would help us financially or 

in any other way. In addition, these environmental certifications are too expensive for us. We 

would rather invest in getting quality certifications, where we know we will get a return, because 

our customers care about quality.   

 

4. Do you feel pressure for introducing sustainability standards or certifications (e.g. due to 

values or pressure from consumers, government regulation, large customers, or others)? 

No, not really for environmental certifications; we only feel pressure for quality certifications. 

That is why quality certifications are more important for our business at this moment. 

 

5. If you were given the opportunity to engage in sustainable activities would you do so? Why or 

why not? 

Maybe we would because taking care of the environment is always good. But we would first 

have to see if we are able to somehow benefit from them. 
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6. What is your point of view on certification and standards for sustainability such as ISO 14001 

for environmental management systems? 

These certifications are expensive and there are so many certifications that we would not know 

which one to get. We believe that it is too much paper work. And in the end we are not sure 

whether this is necessary for us to do. 

 

7. Do you see any barriers to engage in sustainable practices?  

Yes, the high costs to get certifications are a tradeoff. And the fact that there is no clarity which 

one would be best to get. 
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Interview with case company 2 

Name of the company: Automotive Maquiladora S. de R.L. de C.V. 

Person interviewed: Mr. J. Andrade - Operations manager of Automotive Maquiladora 

June 24, 2015 

 

1. Before we start, could you please give a short overview of your business? 

We are one of the production plants of BBB Industries LLC that is based in Alabama in the 

United States. Our business is to remanufacture breaks for light and heavy vehicles. Our business 

is profitable due to the fact that remanufactured parts cost about half than new parts. 

Consequently, customers are thus not only making a “green” choice, but also a financially sound 

decision when buying their products.  

 

2. What do you understand under the term “sustainability”? 

I understand that sustainability refers to reducing the impact on the natural environment. So all 

forms of energy reduction, waste reduction or polluting less are sustainable actions. 

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

We are doing Lean Manufacturing. This is a tool to eliminate waste throughout our operation 

processes. We have Lean Champion employees that provide training on lean practices to 

employees throughout the entire organization. So we receive training on the lean practices of 

BBB Industries. Our Lean Management focuses on reducing waste from remanufacturing 

operations. This includes a reduction in power usage, an efficient management of our inventory 

and a reduction in material scrap. We also installed an efficient lighting system in our facilities to 

reduce electricity consumption.  

To be honest we also saw that other companies in the same line of business as ours have adopted 

sustainable practices successfully. This observation gave us the incentive to do so as well. The 

problem that we had at the beginning was that sustainable practices are not clearly defined, so 

they are kind of open to interpretation.   
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4. Do you believe your business benefits from engaging in these sustainable practices and how? 

Why or why not? 

Yes we do benefit. Lean Management has helped us to reduce operating costs by about 30% 

compared to the time before we introduced waste management practices. 

 

5. Do you feel compelled to introduce sustainability standards or certifications (e.g. due to values 

or pressure from consumers, government regulation, large customers, or others)? 

We feel compelled due to the nature of our business. Remanufacturing promotes reuse so that 

there is less waste in this world. We are proud that our business helps to protect the environment. 

According to the Automotive Parts Remanufacturers Association (APRA), remanufacturers like 

us have a positive impact on the environment in four ways: energy conservation, pollution 

reduction, reduction in the use of raw materials and landfill space conservation. 

 

6. Do you receive any support (financial, capacity building or other) to engage in sustainable 

practices or certifications/standards? 

We only receive support from our parent company BBB Industries, they helped us get 

certifications and train us on Lean Management practices. They also pay all the costs associated 

with these sustainable practices.  

 

7. Do you own a certification for sustainability for example ISO 14001 or any other? 

Yes we have ISO 14001. We also have quality certification Ford Q1, ISO 18001 for health and 

safety management and TS 16949 for quality and waste management. 

 

8. What is your point of view on certification and standards for sustainability such as ISO 

14001? 

If we would have had to get ISO 14001 or any other certification on our own we would probably 

do not have any. They are very expensive and we are not able to pay for them on our own. The 

problem is not only the initial investment to obtain a certification but the ongoing costs 

associated with keeping it like the continuous evaluations. 
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9. Do you see any barriers to engage in sustainable practices? 

In general I think that certifications are too expensive for small companies that cannot get them 

without help. So the costs can be seen as a barrier. We are lucky to be part of BBB Industries that 

got the certifications for us. 
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Interview with case company 3 

Name of the company: Constructora DHAP S.A. de C.V. 

Person interviewed:  Mr. M. Rivera - Operations manager of Constructora DHAP 

July 30, 2015 

 

1. Before we start, could you please give a short overview of your business? 

We are a small company from the State of Mexico. Our company was founded in 1964. By then 

we were named Grupo Industrial SEA. In 1979 we changed our name to Constructora DHAP 

S.A. de C.V. Today we are more commonly known as DHAPSA. Our business is to manufacture 

trailers, ambulances and bodies for vehicles and we also install medical equipment in cars. 

 

2. What do you understand under the term “sustainability”? 

Sustainability is doing something for the environment like using less resources and polluting less.  

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

We do not have a formal certification for such practices. But we are currently following a process 

to identify ways in which we can reduce waste throughout the company. The main reason for this 

is to see where we can save costs from production because our industry is very cost-competitive.     

 

4. Do you believe your business benefits from engaging in these sustainable practices and how? 

Why or why not? 

We are still at the beginning of implementing waste management, but we can already see that we 

save around 5% of the cost for materials due to a more efficient production process. 

 

5. Do you feel pressure for introducing sustainability standards or certifications (e.g. due to 

values or pressure from consumers, government regulation, large customers, or others)? 

We see that several other companies in our industry have obtained ISO standards for 

environmental management. But this is currently too expensive for us. The thing is that we 

cannot afford the continuous costs that we would have to pay each year to maintain the 

certification. 
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6. Could you receive any support (financial, capacity building or other) to engage in sustainable 

practices or certifications/standards? 

No, that is why we have not obtained any certification for sustainability. 

 

7. Do you own any other certification? 

We only have ISO 9001 for quality management. 

 

8. What is your point of view on certification and standards for sustainability such as ISO 

14001? 

They are very costly so we are not able to get them on our own. As mentioned, the ongoing costs 

are a problem for us. 

 

9. Do you see any barriers to engage in sustainable practices? 

Yes, ISO 14001 is too expensive for small companies like us. We need financial support to get 

the certification. There should be some kind of program from the state or so to help companies 

like us. 
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Interview with case company 4 

Name of the company: Meximotor S.A. de C.V. 

Person interviewed:  Mr. M. Sánchez - Chief of operations at Meximotor 

August 10, 2015 

 

1. Before we start, could you please give a short overview of your business? 

Our company was founded in 1994 and today we have 35 employees. We are the most important 

remanufacturer of motors for vehicles in Mexico. We remanufacture motors for the clients with 

car fleets like Coca-Cola, Pepsi, FEMSA and Grupo Bimbo. Our main market is Mexico, but we 

also export to the United States, Canada and Latin America. 

 

2. What do you understand under the term “sustainability”? 

Sustainability is to take care of the environment and to do something good for the environment 

like reusing materials to use fewer resources and to pollute less. 

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

Our business strategy is essentially a sustainable initiative. We believe that the remanufacturing 

process we provide is superior to general recycling processes due to the fact that the original 

value-added of the product is preserved. To extend the life of a product through remanufacturing 

is the key to preserve the environment, rather than just recycling materials.  

 

It seems that the application of environmental practices is still quite flexible. There is no “one 

way” to do it right. We observed other companies in the remanufacturing business that were 

profiting from sustainable practices. This observation has encouraged us to engage even more in 

sustainable activities. So we decided to obtain the certification for Industria Limpia from 

PROFEPA to reduce our impact on the environment. We also have QS-9000 for quality 

management.      
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4. Do you believe your business benefits from engaging in these sustainable practices and how? 

Why or why not? 

Since we obtained Industria Limpia from PROFEPA, our sales increased by about 10%. We also 

noticed a positive impact on our employees. Our employee turnover has also decreased. We 

conducted an employee satisfaction inquiry about half a year after we became “Industria Limpia” 

and our employees responded to be more motivated. In addition they stated to be proud that our 

efforts to reduce our environmental impact were recognized and rewarded by PROFEPA and our 

clients as well. 

 

5. Do you feel compelled to introduce sustainability standards or certifications (e.g. due to values 

or pressure from consumers, government regulation, large customers, or others)? 

We feel compelled to be sustainable due to our business values and the nature of our business. 

We believe that doing well for the environment is something that every company should do. Our 

customers like that we are sustainable, but they have not pressured us to do something 

sustainable. 

 

6. Did you receive any support (financial, capacity building or other) to engage in sustainable 

practices or certifications/standards? 

No, we obtained our certifications on our own.   

 

7. Why did you choose Industria Limpia instead of ISO 14001 or other? 

We decided to obtain the certification from PROFEPA because it is less expensive than ISO 

14001. Many bureaucratic processes such as the renovation of the certification are free of charge 

with PROFEPA. 

 

8. What is your point of view on certification and standards for sustainability? 

They are very costly but they give us legitimacy for what we do. It is important to have a formal 

recognition for your efforts because it can have a positive impact on customers and employees. 

That is at least what we experienced. 
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9. Do you see any barriers to engage in sustainable practices? 

International certifications like ISO 14001 are very costly. But there are other options like 

PROFEPA. So it depends how much value you put on sustainability within your business. 
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Interview with case company 5 

Name of the company: Manufacturera Mexicana de partes de automóviles SA de C.V. 

Person interviewed: Mr. B. Duarte - Operations manager of Manufacturera Mexicana 

August 11, 2015 

 

1. Before we start, could you please give a short overview of your business? 

Our company was founded back in 1995. Today we are a medium-sized company with 119 

employees. We produce radiators and temperature control systems for light and heavy vehicles 

and our main market is Mexico. 

 

2. What do you understand under the term “sustainability”? 

Sustainability is to take care of the environment by using appropriate management within a 

company to reduce hazardous materials, pollution and waste. And also use the resources more 

efficiently to reduce the need for more resources. 

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

We have ISO 14001 for environmental management systems that means that have a lower impact 

on the environment than companies that do not have this certification. 

 

4. Do you believe your business benefits from engaging in these sustainable practices and how? 

Why or why not? 

At the beginning we did not know how we could benefit from ISO 14001. Now we see that it had 

a positive effect on our bottom line, with a 15% increase in sales.  

 

5. Do you feel compelled to introduce sustainability standards or certifications (e.g. due to values 

or pressure from consumers, government regulation, large customers, or others)? 

We saw that it was necessary for us to get ISO 14001 because many competitors started to get it 

and important customers indicated that sustainability is important to them. So we were a bit 

afraid of losing customers to the competition. 
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6. Did you receive any support (financial, capacity building or other) to engage in sustainable 

practices or certifications/standards? 

No, we obtained our certifications on our own.   

 

7. Do you have other certifications as well? 

We have three for quality: Q1 Ford, ISO 9001 and ISO 16949 for quality management. 

 

8. What is your point of view on certification and standards for sustainability such as ISO 

14001? 

They are very costly at the beginning but it pays on the long term. As least we could see that we 

gained new customers and increased our sales.  

 

9. Do you see any barriers to engage in sustainable practices? 

ISO 14001 is quite expensive. So I believe that it is a problem for many small companies if they 

do not have some kind of financial support. 
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Interview with case company 6 

Name of the company: Murcar S.A. de C.V. 

Person interviewed: Mr. P. Márquez - Chief of operations at Murcar 

August 3, 2015 

 

1. Before we start, could you please give a short overview of your business? 

We are a 100% Mexican firm that produces electronic products and replacement parts for light 

and heavy vehicles. We sell to the car manufacturing industry and the lighting industry in 

Mexico. 

 

2. What do you understand under the term “sustainability”? 

Sustainability means to take actions to preserve the environment like producing less waste and 

using less electricity or water. 

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

We do not have any certification for sustainable practices. They are too expensive for us right 

now. We are however revising our energy consumption to reduce it and save costs. 

 

4. Do you believe your business benefits from engaging in these sustainable practices and how? 

Why or why not? 

Since we started with energy efficiency, we see that we are saving around 3% compared to 

before, but we are not sure how much potential there is in regards to cost savings. 

 

5. Do you feel pressured to introduce sustainability standards or certifications (e.g. due to values 

or pressure from consumers, government regulation, large customers, or others)? 

We would like to acquire ISO 14001 or some other certificate to show formal actions in 

sustainability in the future because we see that it will become a requirement from customers. 

 

6. Could you receive any support (financial, capacity building or other) to engage in sustainable 

practices or certifications/standards? 



84 
 

No, I do not think so. Maybe bank loans, but they are expensive in Mexico.  

 

7. Do you have other certifications? 

We have ISO 9001 for quality management systems. 

 

8. What is your point of view on certification and standards for sustainability such as ISO 

14001? 

They are very costly and financially unbearable for us at the moment.  

 

9. Do you see any barriers to engage in sustainable practices? 

ISO 14001 and other certifications are very expensive. This cost is a barrier for us.  We will need 

support from our customers or the government to gain access to finance that is not as expensive 

as that provided by banks. 
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Interview with case company 7 

Name of the company: Lunkomex S.A. de C.V. 

Person interviewed: Mr. R. Castillo – Chief of operations 

August 3, 2015 

 

1. Before we start, could you please give a short overview of your business? 

We are a manufacturer of metal frameworks and bodies for vehicles. We also produce small 

metal parts for automobiles for the local market. We mainly distribute our production to 

Lunkomex, S. de R.L. de C.V. our parent company that sells to the most important car 

manufacturers in Mexico like Volkswagen, Nissan, Ford and General Motors, Fiat and Chrysler.  

 

2. What do you understand under the term “sustainability”?  

Sustainability is to be responsible with the environment. 

 

3. Do you currently engage in any sustainable initiative? Why or why not?  

We have ISO 14001 for environmental management systems. We therefore follow all the 

sustainable practices that ISO requires.   

 

4. Do you believe your business benefits from engaging in these sustainable practices and how? 

Why or why not? 

Our customers like Volkswagen and Nissan demand that we have quality certifications and ISO 

14001. So the fact that we fulfill these requirements has helped us to keep good customers.  

 

5. Do you feel pressured to introduce sustainability standards or certifications (e.g. due to values 

or pressure from consumers, government regulation, large customers, or others)? 

The pressure from large car manufacturers has led our parent company and consequently us to get 

ISO 14001. They demand these certifications. I think we might have lost customers to the 

competition if we did not have the required quality and environmental certifications.  

 

6. Do you have other certifications? 
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Yes, we have two other certifications for quality management: ISO/TS 16949 and Q1. 

 

7. Did you receive any support (financial, capacity building or other) to engage in sustainable 

practices or certifications/standards? 

Our parent company has supported us to get all these certifications. They also give us training to 

increase the quality of our products and help us with following ISO 14001 requirements. 

 

8. What is your point of view on certification and standards for sustainability such as ISO 

14001? 

They are expensive. We would not have been able to acquire those certifications on our own 

because of their cost.  

 

9. Do you see any barriers to engage in sustainable practices? 

The cost of getting formal certifications for sustainable efforts is a barrier. Not every company 

can make such an investment. We are very happy that our parent company has supported us to 

get the necessary certifications. 


