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Abstract

Creating shared value (CSV) is an opportunity for sustainable growth for small and
medium-sized enterprises that entails jointly achieving both social and business
value. Currently there are few practical approaches that underpin the importance of
CSV and that explore which variables have a positive impact on SMEs. Our paper
seeks to shed light on this issue by proposing a measuring and governance model to
assess the benefits of CSV in SMEs, using a sample of Spanish SMEs for the empir-
ical analysis, and PLS-SEM as the analysis technique. We first highlight innovation
management as a key variable for CSV. It is essential to take innovative strategic
decisions to identify which initiatives generate shared value. Our findings confirm
that innovative business management helps cultural transformation processes to be
implemented with high shared value, which is a source of opportunities in a global
economy and, consequently, lead to sustainable growth. Secondly, we aim to high-
light how innovative firms enhance their reputation, which in turn has an impact on
the creation of social and business value. We also find that if SMEs emphasise social
value, they boost the creation of business value, with their role as mediators prov-
ing to be vital. We present a strategic management model based on variables such as
innovation management, social value and reputation, due to their impact on business
value.
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1 Introduction

Creating shared value (CSV) is currently one of the most topical and interesting
concepts in the field of business management. As precursors of CSV, Prahalad
and Ramaswamy (2004) see this new formula as a chance for firms to create value
and to develop fresh sources of competitive advantage. Later, Porter and Kramer
(2011) posit CSV as a new purpose for organisations, with cultural transforma-
tion playing a key part in the accomplishment thereof. The creation of shared
value involves, in turn, achieving social value and business value. Nevertheless,
we believe that if organisations place the emphasis on social value, this will then
lead to the creation of business value. Firms who adopt a CSV strategy will be
those who succeed; in the theoretical framework, we explore in depth how shared
value offers the greatest opportunity for growth currently open to organisations in
a global economy (Porter and Kramer 2011).

Our research focuses on the key variables required for small and medium-sized
enterprises (SMEs) to achieve CSV and sustainable growth. We highlight the role
played by innovation management, and in the empirical analysis we seek to vali-
date its role vis-a-vis improving CSV. Innovation is one of the most important
competitive strategies for small and large enterprises (Kaufmann and Todtling
2002). Therefore, from a financial perspective, stimulating innovation in the field
of SMEs poses a major challenge (Keizer et al. 2002). SMEs display specific fea-
tures compared to large businesses, which gives rise to a different type of busi-
ness management innovation (BMI) model (Clauss et al. 2020) since the former
are more flexible than large firms (Gelinas and Bigras 2004). Despite the impor-
tance of SMEs in western economies, few studies have addressed SMEs’ business
model (Lee et al. 2012), their strategies (Lindgren 2012) or what effect they have
on performance (Guo et al. 2017).

Innovation is the implementation of a new or vastly enhanced product or pro-
cess, marketing method or organisation, business practices, workplace organisa-
tion or improved overseas relations (OECD 2005). It is also the key to business
survival, performance and growth in today’s turbulent business environments
(Brand et al. 2019). Previous studies have developed techniques to measure inno-
vation related to the required products and processes (Leenders and Wierema
2002; Burdon et al. 2015). It should be pointed out that innovations need to be
successfully introduced into the market or to be put into practice if they are to
achieve an economic impact; in other words, they need to go beyond the mere
invention stage (OECD 2005: 17).

As a result, innovation proves key when it comes to taking strategic decisions
that will enable initiatives that generate shared value to be identified. Innovative
business management allows for the creation of processes of cultural transforma-
tion that are a source of opportunity in a global economy and, as a result, of sus-
tainable growth (Ramos-Gonzalez et al. 2021).
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As a differentiating and innovative element in our model compared to previous
models, reputation plays a key role. Firstly, it has a direct influence on CSV, since
a solid reputation generates greater client satisfaction and leads to improvements
in the firm itself, in addition to having a positive impact on financial performance.
Secondly, reputation plays a mediating role between innovation management and
CSV. In this regard, SMEs that adopt innovation management enhance their rep-
utation whilst at the same time generating sustainable value. In the theoretical
framework, we explore this relation in greater depth.

Despite the fact that SMEs have a significant weight in almost all economies,
research into management innovation tends to centre on large firms (Hemingway and
Maclagan 2004; Melé et al. 2006; Jamali and Mirshak 2006). SMEs constitute 99%
of companies in the EU, provide two-thirds of private sector jobs and contribute to
over half of the total added value created by businesses in the EU (Fact Sheets on
the European Union 2021). Cases of major corporations in terms of CSV have also
been the most widely addressed in the literature even though it is small firms that
best perform the key role of CSV related to cluster development and stakeholder
projects (Corazza et al. 2017). Following a similar line of argument, Moon et al.
(2011) claim that certain unmet needs in society give rise to opportunities for CSV,
given the attention that is focused on disadvantaged communities and developing
countries, where SMEs are able to achieve this goal more easily thanks to their
greater local proximity.

Clauss et al. (2020) recently highlighted the need to include SMEs in studies on
BMI, given that previous research has focused on analysing innovation in the busi-
ness model of large companies that have an international impact. As a result, we
believe that it is interesting and innovative to focus our empirical study on SMEs,
creating an exclusive and complex model with four latent variables. Innovation
management as the exogenous variable and the creation of shared value has been
split into the two dimensions of which it is made up, according to the literature
reviewed—social value and business value—with the latter being the main endoge-
nous variable. The reason behind this split is that it enables the effects to be assessed
independently; specifically, what effect social value has on business value. In addi-
tion, the variable reputation has been included in the model due to its importance at
the present time as well as its link to the variables mentioned.

As research questions, we ask whether: (1) SMEs who engage in innovation man-
agement enhance the creation of shared value and reputation, (2) achieving reputa-
tion thanks to innovation can drive CSV in its two dimensions, (3) reputation and
social value have direct effects on business value, (4) social value and reputation
have any mediating effect amongst the model’s main variables.

In order to carry out this study, we gathered information from 1,136 Span-
ish SMEs who employ between six and 250 workers from the four main sectors
(industry, construction, retail, and service), assuming a sampling error of 2.9%. We
use PLS-SEM, and posit hypotheses linked to the research questions. Prominent
amongst the main conclusions, we highlight the importance of innovation manage-
ment vis-a-vis improving CSV and reputation, as well as the mediating role of social
value to achieve business value. In sum, if SMEs wish to improve their CSV due to
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both the economic and non-economic benefits these entail, they should seek to adopt
innovation management that will enhance their reputation.

2 Conceptual framework and hypotheses
2.1 Shared value creation

The contributions made by Porter and Kramer (2011) offer a benchmark high-
lighting the links between business and society. Shared value is defined through
operational policies and practices that improve a firm’s competitiveness as well
as helping to enhance economic and social conditions. Both economic and social
progress should focus on creating value. CSV is based on the idea that the com-
pany’s goal should be redefined. Thompson and MacMillan (2010) define it as
enriching a part of society through specific improvements that are monitored and
measured in one or more social dimensions.

In contrast to the conventional idea that maximising economic value gener-
ates less social value (see Friedman 1970), current thinking defends the notion
that the firm can realise the two values at the same time (Salas Fumas 2011). The
CSV approach seeks to overcome the apparent conflict between the interests of
business and society, based on the notion that there are numerous opportunities
for firms to obtain a profit whilst at the same time creating value for society. In
this regard, if firms are able to create economic value by creating social value, the
question would not concern whether these firms achieve better financial results
but rather whether they have embraced the principles of shared value.

The problem arises when the vision of certain firms is focused on short-term
financial performance and not on the most important needs of their stakehold-
ers that will determine long-term success. There is a need to consider a long-
term horizon that takes into account the expectations of society as well as those
of clients, investors, competitors, suppliers, staff and other stakeholders. For
Moon et al. (2011) it is society that pressures firms to make a social contribu-
tion, generating shared value so that it not only becomes a “Good Corporation”
but also a “Smart Corporation”. Management is thus better placed to create
shared value through a broader framework that embraces ethical norms; so-called
CSV + (Gaston de los Reyes et al. 2017). One of the strengths of CSV is that
managers can identify an opportunity to create economic value (a victory) and
social value (two victories) based on business and social problems (Gastén de los
Reyes et al. 2017). In sum, CSV explains how firms can transform their social and
environmental problems into solutions that benefit everybody (Porter and Kramer
2011).

Although CSV has sparked enthusiasm amongst the business and corporate
community, it has by no means been free from criticism (Corazza et al. 2017).
For Crane et al. (2014), firms’ economic goals are already shaped by society and,
to a certain degree, it may even prove counterproductive for them to try to create
a better world by seeking to reshape capitalism. For said authors, stakeholder the-
ory is probably the oldest theory for reconceptualising the firm as a multi-purpose
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entity. At its different levels, stakeholder theory encompasses the social reality
that corporations both affect and are affected by society, and that these groups are
legitimately entitled to have their "say" in how firms should be run.

However, achieving both social and economic goals can be difficult for compa-
nies. If the company is responsible towards customers, the environment, and society,
it often means raising prices. If competitors do not act in the same way, then selling
at low prices is inevitable (Méalovics et al 2008). Thus, it is difficult to act accord-
ing to social value criteria since the most important factor is to sell at a low price.

Despite the controversies, the idea of linking strategic and social aspects is
appealing, and indeed is even more so if the firm is able to bring together areas that
were previously unconnected (Corazza et al. 2017).

With regard to the effects of CSV, Porter and Kramer (2011) highlight improved
long-term competitiveness and sustainable growth through the development of
its business and social conditions. In the same line, Sanchez-Hernandez et al.
(2017) underscore the importance of stakeholder satisfaction in terms of enhanced
competitiveness.

Innovative business management allows for the creation of processes of cultural
transformation that are a source of opportunity in a global economy and, as a result,
of sustainable growth.

In the case of SMEs, policies based on redesigning the product, improvements in
production processes and implicit interaction with local groups enhance the social
conditions of the communities in which they operate whilst also boosting perfor-
mance. This has been shown through empirically tested evidence for both small and
medium-sized firms in all production sectors (Becerra-Vicario et al. 2020).

In our model, we address CSV in its social and financial dimensions. Academic
literature has made great strides in this regard and it is now being seen as increas-
ingly important for firms to focus their efforts on generating social value. As a result,
having innovation management that puts forward transformative business initiatives
proves essential. Authors such as Bouncken and Gomar (2021) have recently pro-
posed different co-working spaces, ranging from the more traditional corporate and
independent ones to the open co-working spaces related to consulting and universi-
ties that encourage internal and external cooperation. The authors’ findings advo-
cate a shift in employees’ work design and routines (Bouncken and Fredrich 2016;
Bouncken and Reuschl 2018).

Also linked to social value, Van Beurden and Gossling (2008) believe that this
is developed in three categories: the first involves questions of social interest (Wu
2006). A second category includes action in social and environmental programmes,
as well as initiatives that directly impact the firm’s management and staff. A third
category links corporate reputation to organisations’ values and behaviour. In most
of the cases studied, social value is analysed taking into account the second and
third category. Our model applied to SMEs considers the two categories represented
in different latent variables—social value and reputation—with the final dependent
variable being business value.
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2.2 Innovation management and shared value creation

It is known that innovation enables firms to transfer the knowledge learnt and to
offer better solutions (Maranville 1992) to satisfy new social needs and implement
innovative ideas and decisions (Cegarra-Navarro et al. 2016). As a result, it is essen-
tial for firms who wish to achieve technological leadership to develop new products
and services (Lumpkin and Dess 1996; Rauch et al. 2009).

Over the last few years, the concept of innovation has broadened. Entrepreneur-
ship orientation (EO) is defined as three-dimensional management: innovative,
proactive, and risk-taking (Rauch et al. 2009; Covin and Lumpkin 2011; Covin
and Miller 2014). Certain organisations have developed business model innovation
(BMI) as an alternative to innovation based on developing new products and ser-
vices. This entails innovative management through the incorporation of original fac-
tors such as designing new workspaces and work habits that involve cultural trans-
formation (Cheah and Ho 2019; Bouncken and Gomar 2021). In this regard, firms
that follow this model seek to achieve a balance on three fronts: human resources
management, efficient risk acceptance, and management of change (see Staniewski
et al. 2016).

Amit and Zott (2012) highlight the importance of BMI due to its positive effects
at three levels: firstly, because it allows the firm to create value, secondly because
of its protecting effect against possible imitations from competitors, and finally as a
powerful competitive tool. In the model we present, innovation management stands
as an independent latent variable. Battaglia et al. (2014) explore how innovation in
SMESs can imply the creation of new work methods, products, services, processes as
well as new market opportunities that can help to create trust and support amongst
stakeholders, enabling them to understand new social and economic achievements
(Blakely and Aparicio 1990).

Gregory et al. (2009) show that organisational culture and work climate have a
major impact on organisational efficacy by pointing firms towards innovation, modi-
fying the attitudes of employees who recognise innovation as a key value for the
firm, and boosting their level of involvement (Dulaimi and Hartmann 2006). Co-
working spaces are key to achieving the efficacy mentioned, because they offer
social areas as well as myriad opportunities for workers to contact one another (Cap-
devila 2013), encouraging creativity thanks to the sense of belonging (Fuzi 2015)
and improving innovation (Greenwood et al. 2010). Compared to the traditional
system, innovation management implies more advanced management in which the
firm’s relation with the various stakeholders is essential. In order to achieve this, it
is necessary to establish platforms of active dialogue. Bouncken and Gomar (2021)
highlight that such areas provide a space for social interaction and that they generate
greater levels of satisfaction as well as encouraging an innovative mindset.

Business model innovation may come in a number of forms: increasing the
content of the system of activities, linking activities in an original way, or making
major changes that entail a new system of activity: in other words, innovation in the
business model is based on content, structure and governance. In this regard, these
authors recommend management that involves a systemic and holistic vision that
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sees innovation not as an isolated piece but as a key part of the business model (see
Amit and Zott 2012).

Some researchers (for example, Nicholls 2008; Swanson and Di Zhang 2010;
Bagnoli and Megali 2011) have identified the capacity for innovation as determi-
nants of CSV (see Weerawardena and Mort 2006), with the capacity to innovate
being a vital driver for firms’ social activities, and which allows them to design
social aims whilst also enabling the focus to fall on economic objectives (Bocquet
et al. 2013; Clark 2000; Rasoulzadeh et al. 2013). Nevertheless, it should also be
pointed out that there is a general lack of consensus concerning whether or not cer-
tain innovations have had either a positive or a negative impact on society, particu-
larly vis-a-vis the impact on quality of life and social interaction (Acs et al. 2013).

Innovation has been analysed due to its impact on variables such as performance
(Yeh-Yun Lin and Yi-Ching Chen 2007) and business growth (Christensen and
Raynor 2003; Piperopoulos and Scase 2009; Vaccaro et al. 2010; Borjesson and
Lofsten 2012; Szczygielski et al. 2017). The work of Jaruzelski et al. (2011) claims
that firms which display cultures that are closely aligned to innovation may see their
value increase by as much as 30% compared to their rivals.

According to Hirshleifer et al. (2013) innovation is a strong predictor of future
company performance and plays a major role in explaining operating performance,
market profitability and stock returns (share prices). Soufre and Gopalakrishna-
Remani (2019) suggest that worker involvement and training (indicators of com-
pany innovation) have a positive effect on social performance which then leads to
financial performance. In this way, both in its social as well as economic dimensions
CSV is a goal that is achieved through innovation management.

For the first dimension of CSV, business value, we use the procedure of Baron
and Kenny (1986) to test the direct relation between innovation management and
business value, and which should be validated in an initial model only with the two
variables.

As a first hypothesis, we propose:

Hypothesis 1a Innovation management has a significant and positive influence on
business value in SMEs.

For the second dimension, the impact of innovation management is also assessed,
although this is carried out in the causal model due to the mediating role of social
value that is subsequently studied.

We now propose the following direct hypothesis:

Hypothesis 1b Innovation management significantly and positively affects social
value in SMEs.
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2.3 Innovation management and reputation

We consider corporate reputation to be the result of a process that stems from the
firm’s behaviour towards its stakeholders as well as the business’s capacity to meet
their expectations, under the premise of transparent information (De Quevedo et al.
2005). Reputation explained on the resource-based theory (Barney 1991; Hall 1992)
is a source of competitive advantage, since it meets the requirements of being a stra-
tegic resource and a dynamic capacity that endows the firm with value (Martinez
and Olmedo 2010).

Although SMEs do not convey their image strategies with the same degree of
effectiveness as large firms (Nedungadi 1990), reputation may be seen as a vital
intangible resource for them, regardless of the size of the firm (Rindova et al. 2005).
Over the last few years, reputation has become a key tool in the academic, busi-
ness and professional spheres (Lopez and Iglesias 2010). We find few references in
the literature that examine the issue of reputation in SMEs, with very few empirical
works having been carried out (Goldberg et al. 2003; Abimbola and Kocak 2007).

The study by Hormiga and Garcia-Almeida (2016) examines how to create repu-
tation through innovation strategies and prior knowledge and confirms how these
two variables play a leading role in developing reputation in the early years of the
firm’s existence. As a result, we believe that innovation is a very important means of
securing a reputation.

Sridhar and Mehta (2018) find a positive relation between service innovation and
corporate reputation, and how these have an impact on customer purchase inten-
tion. They show empirically that corporate reputation acts as a mediating variable
between service innovation and purchase intention. Burdon et al. (2017) evidence
that organisations which are able to forge a sound reputation thanks to innovation
appeal to other firms when it comes to establishing alliances, due to the competitive
advantage obtained. Moreover, in addition to external image, innovation can lead to
a significant improvement in the firm’s competitive position in the market.

Chun (2006) confirms in his study that innovation is a factor that has a posi-
tive influence on business reputation. In this regard, he highlights the birth of a
hybrid term; corporate social innovation or sustainable innovation. Following the
same line, Halme and Korpeda (2014) posit a study which analyses the resources
required by SMEs for responsible innovation, developing a model in which reputa-
tion is one of the most relevant factors for SMEs. Bae et al. (2014) also conducted
a study along the same line, with the results showing that corporate reputation is
deemed a key resource for SMEs to become innovative firms. The work by Valdez-
Juérez et al. (2018) shows that SMEs who engage in social and sustainable practices
increase their level of innovation and enhance their image, reputation and financial
profitability.

For these reasons, we posit the following hypothesis:

Hypothesis 2 Innovation management has a significant and positive influence on
reputation in SMEs.
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2.4 Reputation and creation of shared value

Corporate reputation enables SMEs to achieve greater CSV in the dimensions
of social value and business value. The empirical evidence has analysed the link
between corporate reputation and performance, both in financial as well as social
terms, and suggests that a positive reputation translates to both economic and non-
economic benefits (Fernandez-Sanchez and Luna-Sotorrio 2007; Flatt and Kowal-
czyk 2011), with non-economic benefits being understood as those which we refer
to as social. Studies such as those carried out by Raithel and Schwaiger (2015) con-
clude that reputation can even have a more positive impact on non-financial or social
aspects.

We find literature that links reputation to the indicators which we use in the model
to measure business value and social value; the two dimensions of CSV. With regard
to business value, a positive reputation is associated to achieving a greater capacity
to create shareholder value (Miralles-Marcelo et. al. 2014), with the possibility of
obtaining better ratings from analysts (Cordeiro and Sambharya 1997), with securing
positive financial results (Nanda et al. 1996; Roberts and Dowling 1997, 2002; De la
Fuente et al. 2003; Saeidi et al. 2015), and even with improved financial performance
when compared to previous years (Maruf 2013), with greater profitability (Eberl and
Schwaiger 2005), and risk reduction (Helm 2007). Indeed, most empirical studies
addressing the value of reputation have analysed the positive financial side and have
found that companies which enjoy a better reputation compared to the average (Black
et al. 2000; Deephouse 2000) are able to enhance their capacity, outperform their com-
petitors, boost their revenue and cut costs (Schnietz and Epstein 2005).

As regards social value, reputation has a positive effect on perceived quality
(McGuire et al. 1990), a better relation with current clients and the ability to attract
new clients (Ali et al. 2020), on increased levels of confidence amongst other stake-
holders (Flavian et al. 2005) and on a better market position (Hall 1992). For Arsla-
nagic-Kalajdzic and Zabkar (2017), the greater the business reputation, the greater the
perceived value amongst clients, which therefore leads to greater social value. This
link is even more intense when what the firm offers is intangible, given that clients
have greater difficulty evaluating quality objectively, such that their perception is
determined by the firm’s reputation. In our model, in social value we include similar
indicators to those described, such as customer satisfaction and product quality. As a
result, and in line with the many studies reviewed in the literature, we assume there
is a relation between the two variables. Some studies include the two dimensions of
CSV. Cabral (2012) shows how a positive reputation leads to enhanced business per-
formance (business value) and increased customer satisfaction (social value).

Our empirical study focuses on Spain. When reviewing other applied studies in
terms of the country of origin, North-American firms evidence a positive relation
between corporate reputation and CSV (Cordeiro and Shmabhraya 1997; Black et al.
2000; Riahi-Belkaoui 2004; Jiao 2010). In other countries, such as Germany (Dun-
bar and Schwalbach 2000), Denmark (Rose and Thomsen 2004) or Australia (Inglis
et al. 2006), analysis fails to provide any proof of a significant impact. This means
that the country factor may prove to be important when drawing conclusions.

@ Springer



M. Rubio-Andrés et al.

Due to their proximity to their stakeholder groups, SMEs have a specific capacity
to positively manage their relations and enhance their competitiveness, optimising
their economic, social and environmental performance, which leads us to posit the
following research hypotheses:

Hypothesis 3a The greater a company’s reputation, the stronger its business value.

Hypothesis 3b The greater a company’s reputation, the stronger its social value.

2.5 Social value and business value

A distinction is often drawn between the conventional businessperson and the social
businessperson, with the idea being that the former focuses on the creation of finan-
cial value and the latter on the creation of social value (Auerswald 2009). We pro-
pose a model in which we include the two dimensions jointly, since we consider that
managers of SMEs should pursue the two values equally.

In the literature, we find studies evidencing firms’ capacity to create social and busi-
ness value, with the two emerging as inseparable from each other (Porter and Kramer
2011; Dembek et al. 2016). When businesses make a commitment to social develop-
ment in their immediate (local) environment, they are not only improving the level
of social well-being but are also contributing to the area’s competitiveness. Firms not
only create social value through direct benefits for society but also participate in social
activities that have an impact in the medium and long term. They enhance transpar-
ency and responsibility, increase consumers’ capacity to choose, and introduce techno-
logical and organisational innovations (Rubio-Andrés et al. 2020).

As the origin of the concepts of social value and business value, we find the study by
Van Beurden and Gossling (2008). These authors conducted a thorough review of the
literature up to 2007, analysing the link between corporate social performance (CSP)
and corporate financial performance (CFP), and concluded that there is a positive link.
An ever-increasing number of studies are pointing to financial benefits that are the result
of social performance (Berman et al 1999; Orlitzky and Benjamin 2001). For example,
Auerwald (2009) highlights the transformative power of SMEs to create social value. Li
et al. (2018) provides empirical evidence of a positive and significant relation between
business value and social value in CSV. The results to emerge from their study agree
with the notion that firms create shared value when they achieve business value and, that
by meeting the needs of their environment, they convey social value. This is because
firms gain the trust of the community in which they undertake their activity and secure
fresh value generation (Tokoro 2015). Recently, Soufre and Gopalakrishna-Remani
(2019) put forward the hypothesis that firms’ social performance is positively linked to
financial performance, although they do not confirm it empirically.

For these reasons, we consider that the social dimension affects the economic
dimension in CSV, such that we establish the following hypothesis:

Hypothesis 4 Social value has a significant and positive influence on business value
in SMEs.
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2.6 The mediating role of reputation and social value in the model

Some previous studies have taken an interest in the mediating role played by business
reputation vis-a-vis the stakeholders involved, between an independent variable and
financial performance, and have shown through an applied approach how there is a
positive impact (Rindova et al 2005; Schnietz and Epstein 2005; Flatt and Kowalczyk
2011; Wang and Berens 2015). In our case, the independent variable we evaluate is
innovation management.

Weng and Chen (2017) suggest that reputation stems from internal innovation and
the management of intangible assets linked to employees, which in turn affects busi-
ness value. In the same line, we find specific indicators of innovation management of
human resources which we have considered within innovation management as those
that generate a good reputation, with this latter variable being able to create business
value and retain the principal stakeholders (Black et al. 2000).

Indeed, reputation protects firms against possible losses in value, due to the concern
for the quality of products and services as well as workers’ job security, which trans-
lates to receiving a better evaluation from the market (Schnietz and Epstein 2005), and
which might prove to be a risk should the expectations created not be met and thereby
have a negative impact on business value (Gatzert 2015).

All of these results show how business value in SMEs is not only linked directly to
innovation management but is also mediated by variables involved in the relation, such
as reputation and social value, the principal axis of this study.

For the mediating analysis of these hypotheses, we follow the steps described by
Baron and Kenny (1986) through indirect effects. We therefore propose the following
hypotheses:

Hypothesis 5a In the relation between innovation management and social value,
reputation acts as a mediating variable.

Hypothesis 5b In the relation between innovation management and business value,
social value acts as a mediating factor through SMEs’ reputation.

The literature establishes a link between firms’ social performance and financial per-
formance, based previously on the value of business reputation (Schnietz and Epstein
2005). Research into the link between reputation and CSV suggests that the benefits of
a good reputation are not only financial but that non-financial advantages also emerge
(Flatt and Kowalczyk 2011) and which act as mediators. Taking into account these
claims, we propose the following mediating hypothesis:

Hypothesis 5¢ Social value acts as a mediating variable in the relation between rep-
utation and business value.

Below is a graphical representation of the empirical model with the hypotheses pro-
posed (see Fig. 1).

@ Springer



M. Rubio-Andrés et al.

Control Variables:
Firm Size
Company age
Family Firms

Creating of
Shared Value
H1
@ Business
Value
H3a
Innov. H2 Reputation
Manag. H4

H5a Mediating

Social
Value

H5b and H5¢ Mediating

Fig. 1 Conceptual framework Source: Own

3 Methods
3.1 Sample design and data collection

SMEs operating in Spain randomly selected from the database of DIRCE 2018.
The selection framework was the SABI database. Sampling was performed
through stratification of the population. Stratification criterion were established
in accordance with the aims of the study and the information available concern-
ing the population structure. A total of 1136 completed surveys were returned and
used for further analysis in this study. About sampling error, the final distribution
obtained achieves a maximum error in the estimation of a proportion of 2.9% with
a confidence level of 95%.

The largest group of participating firms was from the services sector (37.9 per-
cent), followed by industry (26.6 percent), retail (18.8 percent), and construction
(16.6 percent). Besides, the majority of firms had a small size with fewer than
50 employees (50.7 percent), followed by Micro-SME with 6-9 employees (40.4
percent) and medium with 50-249 employees (8.9 percent).

In addition, Table 1 provides more extensive descriptive statistics for the total
number of Spanish SMEs participating in the study.

3.2 Measures

The questionnaire was designed specifically for the present study by selecting
indicators, variables and the links between them, following the relevant literature.
For the measurement of the indicators, SME owner-managers were asked to indi-
cate the level of agreement on 28 items using a 5-point Likert scale (1 = “strongly
disagree” and 5= “strongly agree”).
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Table 1 Sample of SMEs in

Numb P t %
Spain. Source: Own umber ercentage (%)
Age (years)
1-10 95 8.4
11-20 323 28.4
21-30 365 32.1
>30 353 31
Sector
Industry 302 26.6
Construction 189 16.6
Retail 214 18.8
Service 431 37.9
Number of employees
6-9 459 40.4
10-50 576 50.7
51-249 101 8.9
Average qualification
Secondary Education 136 12.0
Sixth Form- Further Education 361 31.8
University Education 639 56.3
Family business
Yes 785 30.9
No 351 69.1
Gender
Male 975 85.8
Female 161 14.2

Sampling error: 2.9%. Confidence level 95%

Churchill’s (1979) approach to questionnaire development was used. Scales
were combined from several other relevant empirical studies along with new
items to make an initial list of 36 items distributed as follows: 16 that focused on
measuring innovation management, 4 focused on measuring reputation, 9 focused
on social value and, finally, 7 items focused on measuring business value.

3.3 Variables

The construct that forms the innovation variable is made up of indicators such as
significant improvements in management, procurement and marketing, HRM inno-
vation, digitisation of SMEs, new technologies (Battaglia et al. 2014; Burdon et al.
2015; Cegarra-Navarro et al. 2016; Lichtenthaler 2017; Sridhar and Mehta 2018).

Reputation is a construct that is made up of the following manifest variables:
positive customer experience, positive image and reputation, transparency (Barney
1986; De Hall 1992; De Quevedo et al. 2005; Martinez and Olmedo 2010).

Social value lists as dimensions of social value creation quality of the products,
efficiency of the process, customer satisfaction, rapid anticipation of environmen-
tal changes, motivation of workers, work absenteeism, reducing the consumption of
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energy and other resources, establishing recycling measures (Wu 2006; Van Beur-
den and Gossling 2008; Auerswald 2009; Thompson and MacMillan 2010; Florin
and Schmidt 2011; Porter and Kramer 2011; Li et al. 2018).

Business value is the main endogenous variable where all the latent variables of
the model converge; the indicators that measure this construct are: Business growth,
Profitability, reduction of business costs, improved sales expectations, lower finan-
cial costs (Clark 2000; Bocquet et al. 2013; Rasoulzadeh et al. 2013; Saeidi et al
2015; Sridhar and Mehta 2018; Pekovic and Vogt 2021).

3.3.1 Control variables

We control for a series of variables that may affect a firm’s CSV decision. Specif-
ically, as control variables, we propose company age, firm size and family firms.
Empirical literature identified these variables as factors that may affect firms’
financial performance (Wang and Berens 2015) and social value.

Company Age is the number of years the organisation has been running. We dis-
tinguish between new-born firm and older firm, with new-born firms being those less
than ten years old. A dummy variable was created for company age and takes the value
0 if the company is a newborn firm and 1 if it is an older firm. The reason for the inclu-
sion of company age is that it can affect financial and social value (Ali et al. 2020).

Firm size was modeled as a single indicator to account for the role of different
firm sizes in explaining CSV. This variable is calculated as the average number of
employees of the company in 2018. We encoded 0 when the company is a small
enterprise (6—49 employees) and 1 when the company is a medium enterprise
(50-249 employees).

Finally, we also control family firms variable. Previous studies have used family
firms to test whether they affect social activities (Zhong and Wu 2021), a concept
that is aligned with social value. Family firms is a dummy variable and takes the
value of 1 if two or more family members have ownership or management and O
otherwise.

3.4 Data analysis

As suggested by Hair et al. (2011), due to the complexity of the model (many con-
structs and many variables) and the exploratory nature of our study, which focuses on
predicting the endogenous variables, we apply Partial Least Squares-Structural Equa-
tion Modelling (PLS-SEM) to evaluate the research model. Our model is reflective
because causality occurs from the construct to its measures, which is why we consider
the indicators to be a representative sample of all the possible items available within
the corresponding construct (Hair et al. 2011). For this reason, the indicators asso-
ciated to the construct are closely correlated with one another. As long as the items
have sufficient reliability, they are interchangeable and so could be left out individually
without altering the sign of the construct. We use SmartPLS (Ringle et al. 2015) to
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analyse the data in two steps, including the measurement models and structural model.
When evaluating the reflective measurement model, there is a need to consider: the
internal consistency, the convergent validity, and the discriminant validity. In order to
evaluate the structural model, a bootstrap procedure with 5000 sub-samples was used,
and 1136 bootstrap cases, without there being any change in sign. We calculated: col-
linearity in the structural model (VIF), coefficient of determination (R2), predictive
relevance (Q2), and sizes of the {2 effects. Structural equation modelling (SEM) is
more suitable than regression analysis in this type of research (Galbreath and Shum
2012; Saeidi et al. 2015). According to Ramli et al. (2019), the discussion so far has
stated that mediation issues in scientific research have become more complex, particu-
larly when three, four or more variables are involved, since these variables may have
indirect effects (mediation) on some relations.

3.5 Results

In order to analyse the relationships between the different constructs and their
indicators, the latent model perspective is adopted, in which the latent variable is
understood to be the cause of the indicators. This study therefore refers to reflec-
tive indicators for first-order constructs or dimensions. Four constructs in the model
are operationalized as first-order reflective constructs (i.e. innovation management,
reputation, social value and business value). This study begins by assessing the
individual item reliability for the measurement model. The indicators exceed the
accepted threshold of 0.7 for each factor loading (Carmines and Zeller 1979).

Results of the analysis confirmed the reliability and convergent validity of the
measurement model (Table 2). In terms of reliability, all constructs had a composite
reliability higher than the threshold of 0.7.

The Cronbach’s Alpha obtained in the present research were also considered sat-
isfactory because the values are over 0.70 (Hair et al. 2006) (between 0.876 and
0.843), which confirms the constructs’ high reliability. Composite reliability is a
more recommendable criterion and would reach an appropriate value (0.899) (For-
nell and Larcker 1981).

Moreover, convergent validity was established as the average variance extracted
(AVE) for all constructs was higher than 0.5, and all indicators were significant with
outer loadings of more than 0.5, with the exception of the innovation management

Table 2 Descriptive statistics and correlation matrix. Source: Own

Indicators SD CA CR AVE 1 2 3 4
Business value 0.718 0.847 0.929 0.867 0.931

Innovation management 0.876  0.899  0.428 0.435 0.654

Reputation 0.885 0.843 0927 0.865 0.385 0466  0.930

Social value 0.820  0.871 0.903 0.609 0.687 0.538 0426  0.780

SD =Standard Deviation CA =Cronbach’s Alpha; CR =Composite Reliability; AVE = Average Variance
Extract. The bold numbers on the diagonal are the square root of the Average Variance Extracted. Off-
diagonal elements are correlations among constructs
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construct, which achieves a very close AVE (0.428), although its cross-loadings are
within the recommended values and between (0.4-0.7). The comparison between
the square root of the AVE (i.e., the diagonals of Table 2) and the correlations
between the combinations (i.e., the bottom triangle of the matrix in Table 3) deter-
mines the validity of the discrimination index. On average, each relationship has
a stronger relationship with its measures than others argued (Fornell and Larcker
1981). Table 2 shows the means and standard deviations of the construct’s correla-
tion matrix.

The Cross-loading matrix show that the load of an indicator in its corresponding
latent variable is greater than its loads crossed with the rest of the latent variables.
We observe the loads between the indicators of all the latent variables and see how
an indicator’s load in its associated construct is much greater than its load in the
other constructs (Table 3).

We then verified the discriminant validity of measurement model through the
Heterotrait-Monotrait (HTMT) approach (Table 4), as the HTMT ratio for all con-
structs was below the threshold of 0.90 recommended by Gold et al. (2001).

Table 3 Cross-loading matrix. Source: Own

Indicators Business value Innovation manage- Reputation Social value
ment
IN_1 0.247 0.724 0.270 0.343
IN_3 0.291 0.566 0.305 0.315
IN_4 0.300 0.549 0.305 0.292
IN_7 0.296 0.521 0.281 0.262
IN_8 0.300 0.771 0.296 0.388
IN_10 0.302 0.676 0.306 0.377
IN_I11 0.305 0.728 0.333 0.395
IN_12 0.282 0.709 0.294 0.369
IN_13 0.375 0.610 0.415 0.443
IN_14 0.231 0.656 0.282 0.330
IN_15 0.208 0.675 0.300 0.352
IN_16 0.194 0.614 0.176 0.258
BV_1 0.928 0.391 0.340 0.628
BV_2 0.934 0.418 0.376 0.651
SvV_2 0.430 0.370 0.304 0.726
Sv_3 0.563 0.396 0.293 0.779
SV_4 0.523 0.401 0.357 0.832
SV_5 0.586 0.447 0.346 0.812
SV_6 0.623 0.520 0.365 0.811
SV_17 0.455 0.354 0.324 0.714
RP_3 0.374 0.433 0.932 0.399
RP_4 0.341 0.434 0.928 0.392

Bold values indicate highest load value of each indicator
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Table 4 Evaluation of discriminant validity using heterotrait-monotrait ratio. Source: Own

Business value Innovation man-  Reputation Social value
agement
Business value
Innovation management 0.495
Reputation 0.455 0.531
Social value 0.791 0.598 0.496

We examined the residual matrix of correlations and found there were no sig-
nificant residual values that would indicate a substantial prediction error for the
indicators or manifest variables that make up each of the constructs in the model.

After confirming the reliability and validity of the measurement model, we
performed collinearity diagnostics (structural model) and found that the highest
VIF for predictor variables was 1.557, well below the threshold of 3 (Hair et al.
2019). Hence, collinearity was not an issue in the structural model, so it was not
necessary to eliminate constructs or create higher order constructs.

Table 5 and Fig. 2 shows the results for the beta () coefficient, degree of sig-
nificance, and importance of the value distribution using Student’s t-test. To test
the hypotheses a bootstrapping procedure with 5000 subsamples was used, as rec-
ommended by Chin (1998).

All of the proposed hypotheses are accepted, with p values being below 0.05,
and zero is not included in the confidence intervals. Looking in greater detail,
we see how Hla, which evaluates the direct relation between innovation man-
agement and business value, is significant but with a p-value=0.037 (f=0.060,
T=2.088). This is due to the existence of mediating variables that will be
explained later in the mediation analysis. We now comment on the rest of the
hypotheses in accordance with the constructs posited.

Hypothesis 2 is supported. Innovation management has a significant and posi-
tive influence on reputation in SMEs (§=0.466, T=19.333, p=0.000).

The hypotheses concerning H3a and H4 of the constructs have a direct rela-
tionship with business value, and all of them are supported, reputation (f=0.095,
T=2.955, p=0.003) and social value (§ =0.0614, T=23.006, p=0.000) to busi-
ness value.

Hypothesis 4 describes the direct causality between social value and business
value. The results showed a significant positive relationship with a significant
impact of 61.4%, as shown in Table 5.

The hypotheses concerning H1b and H3b of the constructs have a direct rela-
tionship with social value and are all supported, thus indicating the importance
of innovation management (f=0.433, T=15.169, p=0.000 and reputation
(B=0.224, T=7.013, p=0.000). Hlb, which depicts direct causality between
innovation management and social value, showed a significant positive relation-
ship with an impact of 43.3% as shown in Table 5.

As the three control variables (company age, firm size and family firms) are
categorical, we conducted a multigroup analysis to assess possible differences.
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Control Variables

Creating of
Shared Value
Hla 2.088 (0.060%) Business value
H3a
Innov. \ H2 19.333 (0.466%*%) 955 (0.095"%)
Manag. —
Reputation H3b
H4 23.006 (0.614***)
7.013 (0.224%**)
g 3***)

Social Value

Fig.2 Results measurement model

This approach offers a more comprehensive view of what influence the mediating
variable has on the results obtained by examining its impact on all the model’s
relations (Hair et al. 2011). According to the Partial Least Squares Multi-Group
Analysis (PLS-MGA) (Henseler et al. 2009) approach, in the cases highlighted,
the differences are not significant in control variables (p > 0.05), which is consist-
ent with other studies that confirm the lack of influence which some of our con-
trol variables, such as reputation and business value (Lee et al. 2009; Galbreath
and Shum 2012; Saeidi et al. 2015) are seen to display.

3.6 Analysis of mediation

We used the bootstrapping technique to analyse the mediating hypotheses (H5a,
H5b and H5c). We follow Baron and Kenny (1986) in their explanation concern-
ing the need to create two models to study the relevance of the mediating vari-
able. The initial model analyses the impact without mediation. In our case, we
have two independent initial models. The first studies the direct link between
innovation management and business value and finds a highly significant relation
between the two variables; p=0.000 (f=0.440 T=17.485). The second initial
model reflects the direct relation between reputation and business value and is
equally significant p=0.000 (=0.386 T=13.386).

We then create the final causal model, including all the mediating variables. We
see how the direct relations studied in the initial models continue to prove signif-
icant (p=0.037 and p=0.003, respectively), albeit with less importance, particu-
larly in the case of innovation management on business value. We thus confirm the
existence of partial mediation in the model: in other words, there is a direct relation
between the independent variable and the dependent variables, and at the same time
a significant link between the mediating variable and the dependent variable. We
therefore confirm hypotheses 5a, 5b and 5Sc.
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In order to gauge the importance of the impact of the mediating variables, we test
their indirect effect. Table 5 shows the numerical values. The mediation of reputa-
tion between innovation management and social value is partial (H5a), with a low
indirect effect (0.104), but a high and significant direct effect (0.433). As regards the
link between innovation management and business value, we highlight the mediat-
ing effect of reputation and social value, with a high total indirect effect (0.375) as
opposed to a low direct effect (0.060), thereby confirming the mediating hypothesis
put forward (H5b). In this multiple mediation relation, there are three joint effects
(Hair et al. 2011); social value (0.266), reputation (0.044), and the mediation of
social value through reputation (0.064). We therefore confirm the hypothesis posited
and show that in the relation between innovation management and business value,
social value acts as a mediating factor through SMEs’ reputation. As regards the
relation between reputation and business value, we also confirm the mediating effect
of social value, H5c, although we do find the indirect effect to be less significant
(0.137) when compared to the previous mediation.

3.7 Predictive relevance of the model

Through the following indicators, we evaluate the model’s predictive relevance. The
coefficient of determination (R?) of the main endogenous variables (business value
and social value) reaches high values, 0.485 and 0.328 respectively. If we consider
the effect size £, we can confirm a major effect of social value on business value
(0.492) and a medium effect of innovation management on reputation (0.278) and
social value (0.219). In the case of reputation on social value, the effect of size is
significant, albeit small (0.058). Finally, the blindfolding-based cross-validated
redundancy values (Qz) for all the endogenous variables were above zero, confirm-
ing the model’s predictive relevance.

4 Discussions
4.1 Theorical implications

Our paper, which focuses on the concept of CSV, is grounded on the proposal of
Porter and Kramer (2011) concerning the creation of business value, such that
firms also generate value for society by meeting the latter’s need and challenges.
In this way, a firm shares the value created when, in addition to generating profit,
it also creates social value (Salas Fumas 2011). Indeed, CSV is a new concept
which should be the focus of attention for SMEs who hope to succeed in the
market.

One point worth highlighting is that social value has been more widely studied
in the literature addressing social entrepreneurship and non-profit firms (Auer-
wald 2009; Kroeger and Weber 2014; Sinkovics et al. 2014). Nevertheless, in our
research we consider that social value is possible regardless of the firm’s social
aim, and "for profit" SMEs should not renounce the generation of social value for
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the benefits of achieving it, such as improving their own financial performance.
In this regard, Acs et al. (2013) suggest that all business initiatives pursue a two-
fold objective; to create social value and economic value, whilst being aware that
social value can be created without the firm specifically setting out to achieve it.
In the model presented, social value is a key dimension for SMEs, given its direct
and mediating effect on business value.

It is currently acknowledged that the specific characteristics of SMEs mean
that the latter need to be approached differently vis-a-vis large firms (Mufoz-
Pascual et al. 2019; Beaver and Jennings, 2000) when it comes to aspects such
as decision making, management styles, organisational structures and business
cultures, although what both large and small firms do have in common is that
management cannot be separated from stakeholder motivation (Beaver 2003).
Organisations need to perform well in order to continue, and this is even more
so the case for SMEs, if they are to survive. This was borne out in the study con-
ducted by Jennings and Beaver (1995), who showed that SMEs which had been
more active in making improvements in products, processes and organisational
change were the most successful in terms of survival. In their study, Venancio
et al. (2020) recommend training for entrepreneurs so as to turn them into “qual-
ity entrepreneurs” and so ensure the firm’s future performance. All these differ-
ences justify our study’s focus on SMEs for their own causality.

Our study helps to bridge the research gap in the emerging field of CSV in
a number of ways; highlighting its importance in SMES (key companies in the
Spanish and European business fabric), such as through the greater proximity
to stakeholders when compared to large companies or by contributing fiscally
through the payment of local taxes in the region in which they operate (Jofre-
Monseny and Solé-Ol1é 2010, 2012; Jofre-Monseny 2013). We also further cur-
rent understanding concerning how innovation management in SMEs achieves
CSV, valuing the impact of positive reputation on social and business value, and
underscoring the role played by social value throughout the whole process. We
follow the recommendation of Soufre and Gopalakrishna-Remani (2019) vis-a-
vis the need to promote studies that empirically analyse influential variables in
CSV. For our case study, we analyzed previous studies that examined the relation-
ships between the variables listed above, as well as the metrics used to measure
them, in order to clarify the impact of innovation and reputation management on
CSV. As a result, we developed our own model, verifying direct, indirect, and
mediating relationships.

4.2 Practical and managerial implications

Current research continues to address the issue concerning the degree to which
innovation management in SMEs helps to create shared value, and studies reflect
the critical need to understand the role and impact of reputation and social value.
Clauss et al. (2020) carried out a study using data from SMEs and provided empiri-
cal evidence regarding the importance of an innovation management approach based
on what they term Business Model Reconfiguration (BMR). Our empirical study
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into Spanish SMEs also reveals significant conclusions in this regard, bringing to
light how innovation management enhances a firm’s reputation and image, exerting
a two-fold impact on the creation of social value and economic value.

In relation to the proposed topic, we have set four research questions described in
the introduction. Each question corresponds to a study objective and is specified in
the corresponding hypotheses.

We point to the following specific findings:

In order to meet our first research objective, we include in our model the firm’s
capacity to innovate, considering innovation in products, processes, the organisation
and human resources (Bouquet et al. 2013) and their impact on CSV (Lichtenthaler
2017). Based on this objective, we assess the importance of SMEs’ capacity for
innovation as a prior step towards the creation of shared value, and we formulate
two hypotheses, Hla and H1b, related to the impact of innovation management on
business value and social value, respectively. In the empirical research, we show that
process innovation, together with organisational innovation, management innovation
and human resources innovation, create social and business value. As explained in
the literature, we confirm the importance of implementing innovation management
that merges the various types of innovation rather than merely optimising each kind
of innovation separately (O’Regan and Ghobadian 2004; Lau and Tovstiga 2015).
Designing new products and/or services stemming from innovation management
offers new market opportunities that are beneficial for both the firm as well as for
society, thereby generating CSV (Corazza et al. 2017; Obsuwan et al. (2021). found
factors that enhanced team performance, such as creativity and satisfaction, high-
lighting the need to improve these two factors through human resource innovation.
SMESs must first implement innovation management practices before they can create
value.

We recommend SME managers to consider the opportunities afforded by innova-
tion in the business model, based on product and/or process innovation, improved
quality, customer satisfaction (Amit and Zott 2012), and better performance (Blakely
and Aparicio 1990; Nicholls 2008; Swanson and Di Zhang 2010; Bagnoli and Meg-
ali 2011; Battaglia et al. 2014). Innovation management enables managers to resolve
the apparent disconnect between the costs and benefits of innovation, establishing a
different business model that involves stakeholders in new systems of value creation.
Despite the difficulties highlighted by Malovics et al (2008), our findings indicate that
achieving shared value creation starts with innovative leadership to achieve social and
economic goals.

The second objective marked out, and which concerns the impact of innovation
management on the firm’s reputation, is extremely interesting because ademas repu-
tation plays a mediating role in the model. In relation to this, we define hypothesis 2
in order to gauge the impact of innovation management on SMEs’ reputation. When
reviewing the literature, several authors report a positive relation between innovation
and corporate reputation (Chun 2006; Hormiga and Garcia-Almeida 2016; Sridhar
and Mehta 2018), such that empirical support for this hypothesis has been shown. In
this way, innovation has a positive impact on reputation in SMEs.

As a third objective, we value the direct effects of reputation and social value
on the business value variable. This is detailed in part in hypotheses 3a and 3b,
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which deal with how the latent variable of reputation has a positive and significant
impact on business value and social value, respectively. Hypothesis 4 is designed
to study the direct relation between social value and business value (CSV). Con-
firming these hypotheses once again implies endorsing the link which, according
to the literature, exists between reputation and CSV (McGuire et al 1990; Nanda
et al 1996; Cordeiro and Sambharya 1997; Roberts and Dowling 1997, 2002; De
la Fuente et al. 2003; Fernandez-Sanchez and Luna-Sotorrio 2007; Miralles-Mar-
celo et al. 2014; Ali et al. 2020). Our research provides empirical evidence that a
positive reputation leads to more satisfied clients and employees and gives rise to
business growth and more sustainable profitability.

The fourth objective focuses on the mediating effects set out in hypotheses
HS5a, H5b and HS5c in the model. Results show that reputation and social value
promote the link between innovation management and business value. By ana-
lysing the indirect effects, we see there is multiple mediation (Baron and Kenny
1986). We show that in the relation between innovation management and busi-
ness value, social value acts as a mediating factor through SMEs’ reputation, with
said mediating effect proving to be highly significant. In this regard, we find spe-
cific indicators in innovation management that are responsible for creating a good
reputation, with this being the variable that can create business value (Black et al.
2000). The literature supports our finding, and research into the relation between
reputation and CSV suggests that a good reputation leads to both financial as well
as non-financial advantages (Flatt and Kowalczyk 2011).

In this regard, we recommend SME managers not only focus on developing
innovation management but also on social value and reputation, since the mediat-
ing effect of the two variables significantly drives the direct effect of innovation
management on business value. SME owner-managers should be concerned about
the consequences of having a good reputation.

As a result, we show that if SMEs take an interest in innovation management,
then they can enhance their reputation and will be able to create shared value in
its two dimensions; social and business value. Innovation management enables
corporate image to be improved, which helps to boost SMEs’ reputation, whilst
at the same time promoting the creation of business value within shared value.
Moreover, social value is the dimension which emerges prior to the creation of
business value. As a result, SMEs which can create better quality products for
their clients, more efficient processes and more motivated staff (manifest vari-
ables of social value) will obtain greater profitability and sustainable growth in
the markets.

5 Limitations and future research
We also need to recognise that it is not possible to solve all of society’s problems
by adopting a shared value approach, as explained by Porter and Kramer (2011).

Although SMEs have the responsibility to engage in social commitment, from
the standpoint of shared value creation it is not possible to deal with each and
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every key problem (Crane et al. 2014), although many of them can be success-
fully addressed.

A further point is that our empirical study has been carried out in Spain. Yet,
given the importance of SMEs internationally, it would be interesting to conduct
the analysis at a European or Latin-American scale.

Our method involved the use of surveys amongst SME managers, which is a
common approach in social research (Lopez-Pérez et al. 2017; Nejati et al. 2017).
Nevertheless, we recognise that certain concepts may differ with regard to stake-
holders, since a good reputation amongst investors may not necessarily mean
there is a good reputation amongst workers (Ali et al. 2020; Gatzert 2015). When-
ever possible, social value should be measured through sustainability reports,
although SMEs do not tend to formally communicate their social performance
(Baumann-Pauly et al. 2013) due to the lack of financial means.

As a future line of research, we propose an alternative model in which reputa-
tion is presented as an endogenous final variable, such that other variables like
CSV have an impact thereon. One stream of research finds empirical evidence of
two-way relations between business value and reputation (Fombrun and Shanley
1990; Lange et al. 2011), where past performance leads to a good future reputa-
tion (Rose and Thomsen 2004), a complex circular relation or “vicious circle”
(Eberl and Schwaiger 2005; Gatzert 2015) with a “virtuous” orientation. We
believe that it would be very interesting to create a new model that focused on
exploring these relations.

Brand et al. (2019) reflect on which agility enablers accelerate innovation of
products, services, and business models, and thereby foster business performance
and growth. Rhaiem and Amara (2021) consider that organisational learning is
another factor to be included in innovative processes. We believe this to be an
attractive line of future research; in other words, addressing those agility factors
and organisational learning that enhance innovation in SMEs.

Seeking fresh insights into social value due to the latter’s importance in SMEs
is another possible line of research, and one which is even more interesting since
it offers part of the solution required to overcome the current economic crisis
caused by the pandemic. It should be taken into account that the distinctive fea-
tures involved in the size of SMEs lead to the forging of local ties and stability
for their employees, which makes CSV even more appealing; hence the commit-
ment to social value and its subsequent link to business value. The concept of
social value has recently been addressed in the literature through other typologies
(Dacin et al. 2010) such as the creation of cultural value, which can offer similar
advantages to the inclusion of shared value (Wagner 2010; Muethel 2013; Sharma
2014; Khan 2015). These concepts might also be addressed in future studies.

6 Conclusion
SME:s that focus exclusively on short-term financial results miss the most impor-

tant stakeholder needs that determine long-term success. To avoid this situation, a
CSV-focused business vision would lead to sustainable SME growth. To identify
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initiatives to generate shared value, innovative management is fundamental to mak-
ing strategic decisions. First, our study shows that to achieve CSV in its two dimen-
sions (social and business), SMEs need innovative management that combines
process, organizational, and managerial innovation. Furthermore, reputation plays
a significant role in the process, since it represents innovative leadership, which
encourages CSV, and therefore has a significant mediating effect. Finally, social
value is the dimension that emerges social value is the dimension that emerges
before business value.
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