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Abstract

Extant literature has pointed to a positive relationship between sustainable-driven
management and business competitiveness and organizational size as a moderating
factor in such a relationship. In this vein, the Economy for the Common Good is
a sustainability framework based on stakeholders’ management that allows embed-
ding sustainable behavior into business strategy and counts with a version adapted
to organizations working at a smaller scale like entrepreneurial ventures and SMEs.
Hence, the present study aims to assess the impact of sustainable financial man-
agement implemented using the Economy for the Common Good framework on
business competitiveness and the possible moderating effects of organizational size
on this relationship. To do so, the authors apply hierarchical regression analysis to
data gathered from 206 European enterprises that implemented sustainable-driven
financial management using the Economy for the Common Good framework. Re-
sults confirmed the positive impact of sustainable financial management on busi-
ness competitiveness. However, organizational age and size resulted in nonsignifi-
cant variables. Thus, we conclude that sustainable financial management using the
Economy for the Common Good framework is a suitable tool for implementation
in entrepreneurial ventures and SMEs.

Keywords Sustainable financial management - Economy for the common good -
Competitiveness - Triple impact - Entrepreneurial ventures - SMEs - Moderating

effects

JEL Classification A13 - B55 - M10 - M14

P4 Joan R. Sanchis
Joan.r.sanchis@uv.es

! EMPRECOOP Research Group, Business Administration Department, Faculty of
Economics, University of Valéncia, Valéncia, Spain

EntreBus Research group (Visiting Scholar), Turku School of Economics, Pori, Finland

Published online: 18 November 2023 &\ Springer


http://orcid.org/0000-0002-9561-7761
http://orcid.org/0000-0002-2475-3299
http://orcid.org/0000-0002-7346-3888
http://crossmark.crossref.org/dialog/?doi=10.1007/s11365-023-00928-4&domain=pdf&date_stamp=2023-11-22

International Entrepreneurship and Management Journal

Introduction

Corporate sustainability consists of the sustainable management of companies, which
means managing for the triple impact that companies exert through their economic
activity. This triple impact derives from sustainable development and refers to the
economic, social, and environmental impact of companies on society and the planet
(Johnson & Schaltegger, 2016). Through corporate sustainability, companies can
integrate their sustainability strategy with their overall strategy and thus achieve
shared value, securing a competitive advantage (Porter & Kramer, 2011). Corporate
sustainability has its origins in corporate social responsibility (CSR) and is rooted in
stakeholder theory (Montiel, 2008).

To implement corporate sustainability, companies need different tools from those
that are traditionally used because measuring the triple bottom line requires assessing
social and environmental value in addition to economic value (Engert et al., 2016).
One such tool is the Common Good Balance Sheet and Matrix, part of the Economy
for the Common Good (ECG) framework (Felber, 2015). The ECG model is recog-
nized by the European Union as “a feasible model which strengthens European val-
ues, social cohesion and promotes a responsible economic system” (EESC, 2016, p.
1). It is also described as the most advanced approach to sustainability (Sustainability
3.0) by (Dyllick & Muff, 2016; Sanchis et al., 2021).

Extant literature has stated that ECG firms share some important traits with social
entrepreneurship, as its adoption facilitates the development of multivocal skills to
embed social and environmental concerns into ordinary business operations. Thus,
enabling a hybridization process that will drive companies to become sustainable
businesses (Porter & Kramer, 2011; Felber et al., 2019; Campos et al., 2020).

As discussed earlier, business activity has a triple impact on society and the envi-
ronment. Business activity covers a wide range of functions, including finance. The
financial function of a business can also be analyzed from the point of view of sus-
tainability by focusing on what is known as sustainable financial management. This
concept refers to financial management based on sustainability criteria (Sanchis &
Campos, 2018). These criteria affect the investments and sources of financing that
a company uses. A company’s investments under sustainability criteria are known
as socially responsible investments, and the sustainability-oriented relations that a
company has with banks in order to manage its financial resources are referred to as
ethical and sustainable finance (Bagus & Howden, 2013). The Common Good Matrix
(CGM) conceives a company’s financial management as a key element in the creation
of social and environmental value through the relationship between the company
and its financial backers. The CGM covers aspects such as a position based on ethics
and solidarity in the management of financial resources and sustainable investments
(Sanchis & Campos, 2018).

Sustainable finance affects the management of productive companies (Pérez &
Rodriguez, 2013, 2015) in the sense that financial management based on sustainabil-
ity can improve competitiveness (Cowton, 2002; Dorasamy, 2013; Ducassy, 2013;
Forcadell & Aracil, 2017). Hence, there is considerable interest in studying sustain-
able financial management by analyzing the relationships between the management
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of companies and their financial backers and the positive impacts of these relation-
ships at the competitive level.

This study aims to assess the impact of the adoption of sustainable financial man-
agement through the ECG model, a sustainability management and control tool, on
business competitiveness. To do so, we propose a research model that we test on a
sample of 206 European businesses of different sizes, ages, and from different Euro-
pean countries. i.e., our sample includes large organizations, SMEs, and entrepre-
neurial ventures with less than five years in operation. Hence, data gathering was
conducted in 2018. The population under study was made up of the 400 European
firms that had adopted the ECG sustainability framework between 2011 and 2017.

Thus, following this introduction, section two presents the theoretical framework,
and research hypotheses are formulated. Section 3 describes data gathering and sam-
ple profile, and the research methods based on hierarchical regression analysis. Sec-
tion 4 depicts the results and discussion. Lastly, Sect. 5 shows the conclusions of the
study and its limitations.

Literature review and hypotheses development

Sustainable financial management is the part of sustainability that affects the finan-
cial behavior of companies. It comprises two areas: (1) a company’s investments
(socially responsible investments) and (2) a company’s relations with its financial
backers (sustainable finance). This study focuses on the second of these areas of sus-
tainable financial management by examining the type of relationship that companies
have with their financial backers from the perspective of sustainability.

Broadly speaking, the ECG framework suggests that companies should engage in
financing with ethical or sustainable banks. Unlike conventional banks, such banks
act in accordance with ethical and social values (Sasia, 2012). Thus, they promote
financial inclusion as opposed to financial exclusion and credit rationing, self-financ-
ing as opposed to overleveraging, and transparency and participation as opposed to
conflicts of interest and market manipulation. According to De la Cuesta et al. (2006),
the characteristics of ethical banking are maximum social participation; the ability to
choose investment targets based on not only profitability and risk but also social con-
siderations; the efficient and professional management of business enabled by new
financial instruments; transparency as a core value in administrative management
and decision making; a code of ethics (moral and ethical regulations for processes);
and the allocation of assets to ventures that provide added social value. Other aspects
related to the internal behavior of ethical banks also include smaller wage ratios
(no more than 1:10) and employee participation in decision-making, although these
aspects may vary depending on the ethical banking model.

In this study, the methodology of the Economy for the Common Good (ECG)
is adopted by using the Common Good Matrix (CGM). Through the CGM, com-
panies can analyze their sustainability by assessing the four universal values of the
ECG (human dignity, solidarity and social justice, environmental sustainability, and
transparency and co-determination) across five stakeholder groups (suppliers, own-
ers and financial service providers, employees, customers and other companies, and
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the social environment; Felber et al., 2019; Ejarque & Campos, 2020). Sustainable
financial management is analyzed by studying the relationship between a company
and its financial service providers across the four values of the ECG: (1) financial
management through human dignity (Theme B1 of the CGM), (2) financial manage-
ment through solidarity and social justice (Theme B2 of the CGM), (3) financial
management through environmental sustainability (Theme B3 of the CGM) and (4)
financial management through transparency and co-determination (Theme B4 of the
CGM) (Sanchis & Campos, 2018). More detailed information on the matrix can be
found at the following link: https://www.ecogood.org/wp-content/uploads/2020/04/
ecg_full balance sheet workbook.pdf.

Theme Bl of the CBM is defined as the ethical position concerning the man-
agement of financial resources. According to this theme, an ECG company runs its
financial management according to critical ethical principles, works on its financ-
ing structure to safeguard this ethical focus, works towards a steady increase in its
equity ratio, and supplements its capital with funding from partners who are similarly
interested in the company’s independence and autonomy. This theme is divided into
three subthemes: B1.1 Financial independence (self-financing measured in terms of
the equity ratio); B1.2 External financing oriented toward the common good from
solidarity financing (e.g., subordinated loans from patrons or social crowdfunding
platforms) and ethical banks; B1.3 Ethical position of financial providers (ethical
and sustainable banks)'. These themes can enable companies to achieve sustainable
financial management in accordance with the principle of human dignity. The paper
aims to show that sustainable financial management positively affects a company’s
competitiveness.

Theme B2 of the CGM is defined as a social position in the management of finan-
cial resources. For this theme, ECG companies must ensure a fair and equitable dis-
tribution of financial resources among their stakeholders. This theme is divided into
two subthemes: B2.1 Solidarity and Common Good-oriented management of finan-
cial resources; B2.2 Unfair distribution of funds as a negative aspect. Through these
themes, companies can achieve sustainable financial management by following the
principles of solidarity and social justice. This paper aims to show that this form of
sustainable financial management positively affects a company’s competitiveness.

Theme B3 is defined as sustainable investments and the ethical use of funds.
According to this theme, financial investments should target ventures that ensure
a positive environmental and social impact. This theme is divided into three sub-
themes: B3.1 Environmental quality of investments; B3.2 Common Good-oriented
financial investments; and B3.3 Reliance on environmentally unsafe resources as a
negative aspect. Through these subthemes, companies can achieve sustainable finan-
cial management following the principle of environmental sustainability. This paper
aims to show that this form of sustainable financial management positively affects a
company’s competitiveness.

Finally, Theme B4 is defined as democratic ownership and participation between
the company and its financial service providers. According to this theme, compa-

! More detailed information on this part of the matrix can be found at the following link: https://www.
ecogood.org/wp-content/uploads/2020/04/ecg_full balance sheet workbook.pdf.
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nies must ensure a participatory decision-making system with their financial backers,
ensuring co-responsibility and co-design. This theme is divided into two subthemes:
B4.1 Common Good-oriented ownership structure; B4.2 Hostile takeovers as a nega-
tive aspect. Through these subthemes, companies can achieve sustainable financial
management following the principles of transparency and co-determination. This
paper aims to show that this form of sustainable financial management positively
affects a company’s competitiveness.

To provide support for the positive relationship between companies’ sustainable
financial management according to the four values of the CGM and competitiveness,
a literature search was performed to identify published studies of this relationship.
The literature review reveals that the economic and strategic positioning effects of
a company’s relations with ethical financial service providers have received little
attention in the literature. However, some studies have identified positive aspects,
highlighting the improvement in a company’s image and reputation (Bravo et al.,
2010; Dorasamy, 2013; Ducassy, 2013; Forcadell & Aracil, 2017).

From a sustainability perspective, building relationships with ethical financial
service providers helps strengthen this approach. Similarly, working with financial
service providers that share an organizational culture of sustainability enables closer
relationships by making it easier to work based on trust and mutual respect. Finally,
another positive effect is equality in negotiations over terms and conditions of agree-
ments between companies and financial service providers because these negotiations
take place between similar-sized entities. This factor is relevant in a financial context,
where credit institutions have considerable market power due to their size and the
high degree of concentration in the sector (Cowton, 2002).

However, negative aspects derived from the restrictions of ethical and social
finance can also be identified. For example, ethical banks are restricted in the type
of investments that they can finance and are limited in terms of the products and
services they can offer (Forcadell & Aracil, 2017). These negative effects are accen-
tuated in reference to achieving economic value and a strong competitive position
because ethical banks apply social and environmental filters that many investments
are unable to pass.

Studies have also highlighted negative effects such as the business restrictions and
growth limitations that may arise from working exclusively with socially responsible
investments (Bravo et al., 2010; Dorasamy, 2013; Ducassy, 2013). The supply of
ethical and sustainable banking is still scarce in many European countries, which
hinders companies’ ability to enter cooperation agreements with such banks. More-
over, ethical banks apply strict sustainability criteria to select investments, so many
ventures are incompatible with ethical banking.

The previous arguments lead to the proposal of the first hypothesis:

Hypothesis 1 The ethical and sustainable management of a company’s relationships
with financial service providers (under the principles of the ECG described in the

CGM) positively affects that company’s competitiveness.

This study also explores whether any variable may moderate the focal relationship.
The empirical literature on sustainability management and business competitiveness
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shows that some studies have used size as a possible moderating variable (Cow-
ton, 2002; Forcadell & Aracil, 2017). These studies indicate that being small can
negatively affect a company’s improvement of its competitive position by limiting its
investment capacity and by forcing it to negotiate with much larger financial institu-
tions. These arguments lead to the proposal of the second hypothesis:

Hypothesis 2 Company size moderates the relationship between companies’ ethical
and sustainable management with financial service providers and competitiveness.

Figure 1 below illustrates the research model.

Method
Data collection and sample profile

Data were collected on European ECG companies as part of a larger study. Thus, to
define the population under study, we first identified the European companies that
had implemented the ECG framework between 2011 and 2017. We did so because the
ECG as a sustainability framework was designed in 2010 and some Austrian SMEs
began to adopt it in 2011. Next, to ensure data reliability, from this previous set of
firms we flagged companies that had externally produced and audited their Common
Good Balance Sheet (CGBS) with the collaboration of an external certified audi-
tor. Then, we took the externally audited CGBS and collected the scores on items
referring to the ethical and sustainable management of companies’ relationships with
financial backers.

In addition, a cross-sectional study was designed based on a questionnaire sent to
these companies in 2018. This questionnaire collected data on the perceived impact

Human dignity

Organizational size

H2

Ethical and

financial

H1
management

Environmental
Sustainability
Transparency and
Co-determination

Fig. 1 Research model
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of the ECG framework on measures of performance and company size. It also col-
lected data on industry, age, country of origin, and number of employees. These vari-
ables were used as control variables for statistical purposes. The questionnaire was
sent via email to managers during the first quarter of 2018, managers answered the
questionnaire during the second and third quarter of 2018. The email contained a link
for firms to complete the questionnaire on the Survey Monkey online platform to
facilitate data collection.

The population comprised 400 European companies that had implemented the
ECG framework as a sustainability management tool producing and auditing their
CGBS between 2011 and 2017. On the other hand, the questionnaire was sent in 2018
to the general population (400 European companies that had applied the ECG frame-
work between 2011 and 2017), which yielded 206 complete valid responses. Hence,
the sample size was made up of 206 complete observations and covered 51.50% of
the population. Of these 206 ECG sample companies, 19.42% were entrepreneurial
ventures, whilst 64.08% were SMEs.

Five European countries accounted for almost the entirety of the sampled ECG
companies: Germany (39.8%), Austria (30.1%), Spain (19.4%), Italy (7.8%), and
Switzerland (2.4%). The remaining European countries accounted for 0.49%. The
sample distribution by country was similar to that of the population, with 45.1% of
ECG companies from Germany, 35.5% from Austria, 11.2% from Spain, and 4.3%
from Italy.

This procedure avoided the problem of potential common method bias (CMB)
by employing two different data sources (Podsakoff et al., 2003): the survey was
completed by managers of the responding companies in 2018, whilst the scores came
from the externally produced and audited CGBS scores of those companies. Accord-
ingly, the respondents who provided data on the predictor measure (online survey)
were not the same person as those who provided data on the criterion variables (exter-
nally produced and audited CGBS).

Endogenous variable

To test the impact of implementing the ethical and sustainable management of rela-
tionships with financial backers on the competitiveness of companies, competi-
tiveness was defined as an endogenous construct. This endogenous construct was
measured by combining two existing measurement scales (Johnson, 2015; Patel et
al., 2016). First, the multi-item perceptual scale employed by Patel et al. (2016) was
used to measure overall firm performance as a baseline.

Instead of measuring the items included in the original scale proposed by Patel et
al. (2016), which used a Likert-type scale ranging from 0 to 100, a Likert-type scale
ranging from 1 to 5 was employed. A five-point scale was considered more appropri-
ate in this study because the aim was to test the impact of a specific sustainability tool
on business competitiveness. Therefore, respondents were asked about the perceived
effects on different areas of competitiveness due to the implementation of the sustain-
ability tool, echoing the approach of Johnson (2015).

This endogenous construct was denoted as performance in terms of perceived
relative advantage (PRelAdv). PRelAdv was measured using the following items:
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company reputation, competitiveness, costs, customer acquisition and retention,
employee motivation, employee productivity, internal operations, product and ser-
vice innovation, and sales. Respondents were asked to rate the effect of ethical and
sustainable management of the company’s relationships with its financial service pro-
viders on each of these items using a five-point Likert scale: 1 (very negative effect),
2 (negative effect), 3 (no effect), 4 (positive effect), and 5 (very positive effect). In
addition, as we used measurement scales previously established in the literature, to
check their reliability we calculated Chronbach’s Alpha (CA) (Hair et al., 2013). In
the case of PRelAdv CA was 0.901, from which we concluded that PRelAdv was a
reliable measurement scale.

Table 1 placed at the end of subsection 3.3 lists all the measurement scales used
in this study.

Exogenous variables

To meet the current study aims, the exogenous constructs were operationalized as
the measurement scales used in the CGM to measure the ethical and sustainable
management of a company’s relationships with financial service providers follow-
ing the values and principles of the ECG framework. Following Felber et al. (2019)
and Ejarque and Campos (2020), the four items defined in the ECG framework in
the second row of the CGM were grouped into one factor. Details on the CGM are
available at the following link: https://www.ecogood.org/apply-ecg/common-good-
matrix/. The scores for these items were assigned according to the criteria provided in
the Common Good Workbook by external consultants and then verified in an external
audit’. These measurement scales were recently validated using exploratory factor
analysis (EFA) and confirmatory factor analysis (CFA) (Felber et al., 2019; Ejarque
& Campos, 2020). Moreover, as we used measurement scales previously tested in the
literature, to ensure reliability we calculated Chronbach’s Alpha (CA) (Hair et al.,
2013). In the case of ESFM, CA was 0.905, from which we concluded that ESFM
was a reliable measurement scale.

In addition, Hypothesis 2 proposes a possible moderating effect of company size.
To test this hypothesis, company size was measured using the annual revenue of
each firm, following the recommendations of the European Commission. Finally, the
variables of company sector, age, country of origin, and number of employees were
used as control variables. Table 1 below depicts all the measurement scales used in
this study.

The results of empirical studies might be affected by contextual specificities.
Therefore, we included some control variables in our research model. Namely, indus-
try and country by defining specific dummy variables. Whilst organization’s age was
measured using the organization’s number of years in operation (Johnson, 2015;
Patel et al., 2016).

The inclusion of organizations’ age as a control variable is relevant to our research
purposes because in doing so, we were able to assess whether there is any difference

2 The Common Good Workbook is available at the following link: https://www.ecogood.org/wp-content/
uploads/2020/04/ecg_compact_balance sheet workbook.pdf.
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Table 1 Measurement scales

Dimension Items Type of scale Source
Ethical and sustainable = ESFMI. Ethical position in Absolute scores from the Ejarque and
management of company the management of financial externally produced and ~ Campos
relationships with finan-  resources. audited Common Good (2020);

cial service providers ESFM2. Social position in Balance Sheet of each Felber et al.
(ESFM) relation to financial resources.  company. (2019)

ESFM3. Use of funds inrela-  Exogenous variables.
tion to social and environmen-
tal impacts.

ESFM4. Ownership and
co-determination.
Company competitive- PRelAdv1. Company Likert scale (1-5), Johnson
ness (PRelAdv) reputation. from the questionnaire (2015);
PRelAdv2. Competitiveness. distributed in 2018. Patel et al.
PRelAdv3. Costs. Endogenous variable. (2016)

PRelAdv4. Customer acquisi-
tion and retention.

PRelAdv5. Employee
motivation.

PRelAdv6. Employee
Productivity.

PRelAdv7. Internal operations.
PRelAdv8. Product and service
innovation.

PRelAdv9. Sales.

Company size Annual revenue 1if < €0.5 mill.; 2 if European
€0.5-2 mill.; 3if€2-10  Commission
mill.; 4 if €10-50 mill.; 5 recommen-
if > €50 mill. dations
Moderator variable. https://
ec.europa.
eu/docs-
room/docu-
ments/42921

Employees (control variable) 1 if Nr of Empl. < 10; 2 if European
10<Nr of Empl<49; 3 if Commission
50<Nr of Empl<249;4  recommen-
if Nr of Empl>250 dations

https://
ec.europa.
eu/docs-
room/docu-
ments/42921

Company age Age (control variable) Years in operation

in the impact of ESFM implementation through the ECG framework on competitive-
ness in the case of the entrepreneurial ventures when compared to the rest of firms
included in our study. Hence, as extant literature does not find organizations’ age to
be a significant organizational influence in embedding corporate sustainability into
strategy formulation and implementation (Engert et al., 2016; Engert & Baumgart-
ner, 2016; Buhr et al., 2023) we opted for including this variable in our model as a
control variable instead of a moderator one. In contrast, these same studies pointed
to organizational size to be one important organizational influence that affects the
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implementation of sustainability management tools, such as the ECG framework,
and their impact on business competitiveness. Consequently, in the case of organiza-
tional size, our option was to include it in our research model as a moderator variable.
Thus, creating a moderated variable (Hair et al., 2013; Cleff, 2019) that we labeled
as Rev*ESFM.

Analysis technique

The aim of this study is to empirically test how the ethical and sustainable man-
agement of a company’s relationships with financial service providers following the
principles and values of the ECG framework influences competitiveness. Hierarchi-
cal regression analysis was chosen as the most suitable technique to analyze the rela-
tionship between the endogenous construct of PRelAdv and the exogenous constructs
of ESFM and Rev*ESFM (Hair et al., 2013). This study is also the first that aims
to test the impact of implementing the ECG framework on firms’ competitiveness.
Overall, this aim motivated the choice of hierarchical regression to test the hypoth-
eses because this analysis technique enables blocks of variables to be entered into the
analysis following the theory (Cleff, 2019).

Furthermore, because Hypothesis 2 entailed testing for possible moderating
effects, standardized independent variables were used to reduce multicollinearity
effects (Aiken et al., 1991; McClelland et al., 2017).

The analysis was performed in three steps. In Step 1, the control variables were
introduced. In Step 2, linear effects were tested. In Step 3, moderating effects were
tested. This multistep procedure is commonly used to test relationships between vari-
ables with moderating effects (Janssen, 2001; Le et al., 2011).

Results and discussion

Table 2 shows the means, standard deviations, and correlations of the study variables.
The exogenous and endogenous variables have statistically significant correlations
with each other, whereas the control variables do not. The alpha coefficients of the
variables ESFM and PRelAdv are 0.905 and 0.901, respectively, which lie above
the recommended threshold of 0.7. Therefore, the scales used to measure the factor
scales in the study can be considered reliable.

Table 2 Descriptive statistics and correlations

Variable M SD 1 2 3 4 5 6

1. Industry 2.859  0.468

2. Age 5539 1.855 -0.053

3. Country 2995 1.183 0.078 0.039

4. Empl. 1.636  0.860  —0.043  —0.338**  —-0.078

5. Rev 1.684  1.092 -0.040 —0.347**  -0.024 0.781**

6. ESFM 1.068  3.639  —0.024 0.214%x* 0.123 —-0.095 -0.077
7.PRelAdv  3.644  0.552  —0.081 0.094 —0.143* 0.058 0.042  0.435%*

Notes: correlations significant at * p<0.05 and ** p<0.01 (two-tailed test)
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As Table 2 shows, the endogenous construct used to measure company competi-
tiveness (PRelAdv) has a positive correlation (greater than 0.3 in absolute terms and
statistically significant at the 0.01 level) with the exogenous construct used to mea-
sure the ethical and sustainable management of the company’s relationships with
financial service providers following the ECG principles and values (ESFM). There-
fore, the assumption of normality is met, and it makes sense to continue with the
regression analysis (Hair et al., 2013). The control variables (Industry, Age, Country,
and Employees) present similar results, indicating that the company’s sector, age,
country of origin, and number of employees do not have a statistically significant
linear relationship with the company’s competitiveness.

The three-step regression analysis was therefore performed. The results of the
hierarchical regression appear in Table 3 below.

In Table 3, Step 1 corresponds to the null model, including only the control vari-
ables. The column showing the results in Step 1 reveals that none of the regression
coefficients of the control variables is statistically significant. The R? value indicates
that these control variables are only capable of explaining 4.1% of the variance of
company competitiveness (PRelAdv). The conclusion is therefore that the competi-
tiveness of European companies that have implemented ethical and sustainable man-
agement of their relationships with financial service providers is not significantly

Table 3 Results of the hierarchical regression

Step 1 (control variables) Step 2 (linear regression)  Step 3 (moderating effect)
B B VIF B B VIF B B VIF
Intercept 3.378%**
Industry -0.071 -0.060 1.013
Age 0.037 0.126 1.135
Country -0.064 -0.136 1.012
Employees 0.056 0.187 1.139
Intercept 3.920%**
Industry -0.058  -0.049  1.013
Age 0.010 0.033  1.179
Country -0.088  -0.189* 1.026
Employees 0.062 0.096  1.139
ESFM 0.070 0.459%* 1.063
Intercept 3.914%*
Industry -0.059  -0.050 1.014
Age 0.014 0.046  1.202
Country -0.093  -0.200* 1.042
Employees 0.065 0.100 1.142
ESFM 0.050 0.326** 3.509
Rev*ESFM 0.042 0.157 3.443
R? 0.041 0.239  0.247
Adjusted R? 0.022 0220 0224
R’change 52.113%* 0.007
F change 52.113** 1.900
Durbin-Watson 1.825 1.709 1.716
*p<0.05, ¥*p<0.01 (two-tailed test)
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influenced by the company’s sector, age, country of origin, or number of employees.
The Durbin-Watson (DW) statistic is between 1.5 and 2.5 (Hair et al., 2013), indicat-
ing that the error terms are independent. Also, the variance inflation factor (VIF) is
below the threshold of 10 (Hair et al., 2013), indicating that there are no problems of
multicollinearity. The fact that organizations’ age resulted in a non-significant control
variable is especially relevant for the present study because it allows us to conclude
that the implementation of ethical and sustainable financial management through
the ECG framework produces a similar impact in entrepreneurial ventures and busi-
nesses with more years in operation. This enables us to state that the ECG framework
is a sustainability management tool suitable for implementing ethical and sustainable
financial management in startups and entrepreneurial ventures.

Next, Step 2 tested whether the ethical and sustainable financial management of
the company’s relationships with its financial service providers under the ECG prin-
ciples and values influences the company’s competitiveness. The factor ESFM was
added to the null model from Step 1 to test the new model in Step 2. The results in
the “Step 2” column of Table 3 show that including this factor means that the new
regression line can explain 23.9% (R?) of the variance of company competitiveness
(PRelAdv). Hence, R? increases by 0.198 points, which is statistically significant at
the 1% confidence level. Similarly, the regression coefficient of the variable ESFM is
positive and statistically significant at the 1% level. The conclusion is that the ethi-
cal and sustainable management of a company’s relations with its financial service
providers under the ECG principles and values positively affects its competitiveness
(PRelAdv). Finally, neither problems of multicollinearity nor a lack of independence
of the regression error terms can be observed because the VIF and DW statistic fall
within the commonly accepted limits (Hair et al., 2013). Hence, the results of the
regression analysis are stable and reliable. These results from Step 2 lead to accep-
tance of Hypothesis 1. This finding is in accordance with Buhr et al. (2023), who
after having completed their literature review, concluded that one of the factors that
facilitates corporate sustainability transformation is the availability of sustainability
management tools that help leaders in their sustainable transformation process.

To complete the regression analysis, the moderator variable was added to the
model tested in Step 2. The inclusion of this variable enabled the testing of Hypoth-
esis 2 of the theoretical research model. Hypothesis 2 holds that the annual revenue
of European companies that have applied the ECG framework in the ethical and
sustainable management of relationships with their financial providers moderates the
relationship between companies’ ethical and sustainable financial management and
competitiveness. The impact of this ethical and sustainable financial management on
competitiveness is expected to be stronger in companies with higher annual revenue.

The “Step 3” column of Table 3 shows the results of including this moderator in
the regression. The increase in the value of R? produced by including annual revenue
as a moderating variable is not statistically significant, nor is the regression coef-
ficient of the moderating variable. Neither problems of multicollinearity nor a lack
of independence in the regression error terms can be observed because the VIF and
DW statistic lie within the commonly accepted limits (Hair et al., 2013). Hence, the
results of the regression analysis are stable and reliable.
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These results lead to the conclusion that annual revenue does not moderate the
positive relationship between a company’s ethical and sustainable management of
relationships with financial service providers under the ECG principles and val-
ues and competitiveness. Hence, Hypothesis 2 of the theoretical research model is
rejected. In other words, the ethical and sustainable management of relationships
with financial backers following the ECG principles and values has a positive impact
on business competitiveness, regardless of the company size. This conclusion is par-
ticularly relevant for European small and medium-sized enterprises (SMEs), which,
according to Eurostat, make up more than 95% of the EU’s productive economy. The
relevance of this conclusion lies in the fact that the model of ethical and sustainable
financial management proposed by the ECG framework has similar positive effects
for companies of different sizes. Hence, we concluded that the ECG framework is
particularly suitable for implementation in SMEs to enable these companies to ben-
efit from the positive competitiveness effects of implementing ethical and sustainable
financial management in a similar way to larger companies.

Finally, we think that in our research model, organizational age resulted in a non-
significant control variable and organizational size in a nonsignificant moderator
variable because the ECG framework is the only sustainability framework that counts
with an adapted version designed to be implemented in small-sized organizations as
startups and SMEs with limited resources. According to some scholars (Howard-
Grenville & Lahneman, 2021; Meuer et al., 2020; Walls et al., 2021), most sustain-
ability frameworks were designed in the context of large organizations which hinders
their applicability in smaller organizations. This way, the ECG, as a sustainability-
driven management and control model, allows small businesses and startups to over-
come these difficulties. Thus, facilitating the adoption of sustainable management in
these types of businesses.

Conclusions

The empirical study presented in this paper shows that ethical and sustainable man-
agement of a company’s relations with financial service providers in accordance with
the principles and values of the ECG framework positively affects business competi-
tiveness. This finding confirms the theoretical basis of the Economy for the Common
Good (ECG) framework, according to which financial management based on human
dignity, solidarity and social justice, environmental sustainability, and transparency
and co-determination help put companies in a strong competitive position. Ethical
and sustainable financial management is rooted in socially responsible investment
and cooperation with financial service providers characterized as ethical and social
banks. Although the scope of the operations of these banks is limited by their ethical
and social principles, the empirical analysis shows that these banks’ features do not
prevent companies from being competitive, but in fact, they do the opposite. Conse-
quently, our study points to differentiation based on ethical and sustainable financial
management to result in an improvement in companies’ competitiveness no matter
the number of years in operation. This conclusion is relevant because demonstrates
the adoption of sustainable financial management using the ECG framework pro-
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duces positive impacts on business competitiveness independently from the number
of years they are in operation. Hence, we can affirm that the ECG framework, as a
sustainable management tool, is suitable to be adopted in the context of entrepre-
neurial ventures. So entrepreneurial ventures can benefit from the positive effects of
its adoption in the same way as other firms with more experience in the market do.

Second, another notable finding is that company size does not condition or mod-
erate the ability of companies with ethical and sustainable financial management to
improve their competitiveness. Regardless of their size, companies with ethical and
sustainable financial management can improve their competitive capacity. This find-
ing implies that ethical and sustainable financial management may be particularly
attractive to SMEs by helping strengthen their position in the market. This finding
also refutes the notion that being small negatively affects ethical and sustainable
financial management. This empirical study therefore raises questions about the find-
ings of research suggesting negative effects due to size such as restrictions in busi-
ness and limitations to growth that may arise from working exclusively with socially
responsible investments (Bravo et al., 2010; Dorasamy, 2013; Ducassy, 2013). These
restrictions do not affect the competitive capacity of companies that cooperate finan-
cially with ethical and sustainable banks.

In sum, the present empirical study demonstrates that the adoption of sustainable
financial management tools adapted to businesses that operate at a smaller scale as
startups, entrepreneurial ventures, and SMEs enables these types of businesses to
overcome the limitations of resources and, consequently, benefit from the positive
competitive effect of sustainable financial management in their operations (Buhr et
al., 2023).

Notably, this study focused exclusively on ECG companies in Europe. This limi-
tation may lead to bias, although the results are nonetheless clear. Further research
should extend the sample of companies to include firms that do not apply the same
sustainability framework to enable comparative analysis. Finally, as in all the cross-
sectional studies, the present study is a picture of the moment it was completed. Other
studies should assess the impact of the adoption of sustainable financial management
taking into consideration a longer period. However, the timing of the present work is
due to the nature of the phenomenon under study, i.c., sustainable financial manage-
ment tools are quite recent, and particularly the ECG model was adopted in a com-
pany for the first time in 2011 in Austria.
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