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Abstract: 1. Background. It is well-known that innovation contributes to economic growth, improves
productivity and enables competitive advantage. However, beyond these matters, it would be
of interest to know what role innovation plays in relation to sustainability. This paper focuses
on whether innovation is a driver of sustainability in its three dimensions: social, economic and
environmental. 2. Methods. The study was conducted with companies in the Valencian community
(Spain) to analyze whether they significantly contribute to sustainability as innovators. Economical
sustainability was assessed based on economic and financial profitability; social sustainability was
assessed by employment generation. To determine whether companies contributed to environmental
sustainability, we considered those which, apart from a reputation (“label”) in innovation, had some
kind of environmental certification. 3. Results. Our results indicate that innovative companies
are more profitable and generate more employment. However, there are no differences in terms of
performance and employment generation between innovative companies and those that are also
environmentally sensitive. 4. Conclusion. Innovation is a driving force of economic and social
sustainability in the studied area, but environmental sensitivity is not a driver for economic and
social sustainability.

Keywords: innovation; driver; sustainability

1. Introduction

Schumpeter [1] highlights the importance of companies constantly innovating and
generating changes in market as a method to ensure their survival and to create wealth.
If innovation was already a crucial aspect of the dynamic civil society of the last century,
today, it is essential for companies’ survival. Nowadays, organizations are characterized
by being dynamic, innovative and strategical. They are also expected to oriented toward
fulfilling economic, social and environmental objectives. Therefore, companies sustainably
manage their actions on a daily basis, which is mostly a fundamental methodological
process [2]. The need to innovate is even greater in a globalized world, which has led
to emerging new opportunities and challenges for companies, but which often leaves
traditional barriers like territory or company size in the background. In this new context,
the traditional role of governments has also been affected, and it is increasingly difficult
to act in isolation from the rest of the world [3]. This new circumstance, characterized by
a constantly changing environment, forces companies to innovate and to work in a new
way, where stakeholders become increasingly important in their activities, especially in
sustainability terms [3].

Companies need to continuously innovate to be competitive in the market, which
requires the intervention of both internal factors and external agents.

The ability to innovate has become an absolute must for companies to compete.
Achieving competitiveness depends on internal tangible and intangible resources and
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variables. Marketing strategies, the ability to access markets and innovation generate
competitiveness [4]. According to Freeman “innovation is the process of integrating
existing technology and inventions to create or improve a product, process or system” [5].
According to Drucker “Innovation is the specific tool of entrepreneurship, whether in an
established company, a public institution or a new company” [6]. It is the means by which
entrepreneurs create new wealth-generating resources or it endows existing resources with
a higher potential to create wealth. Hence innovative entrepreneurship does not refer to
a firm’s size or age, but to a type of activity. At the core of this activity lies innovation:
the effort to introduce a particular change that focuses on an enterprise’s economic or
social potential.

The aims of this article are to develop and test the hypothesis of whether innovation
is a driver of sustainable development. Innovative enterprises were identified as those
with the innovative enterprise “label” according to the Spanish Ministry of Science and
Innovation. A Spanish area, Comunidad Valenciana (Valencian Community), which is
large enough to be studied, was selected for this work and a statistical analysis was applied
to extrapolate our conclusions. Our focus lay on small- and medium-sized enterprises
(SME), which represent more than 99% of European enterprises, and 90% of the world’s
companies, produce around 60% of overall manufacturing and services turnover, and
employ almost 70% of the European and world workforce [7–9]. Their contribution to
pollution is estimated at 60–70% of the world’s pollution [10], and some experiences
suggest that environmental support programs do not work with SMEs, given lack of
related knowledge and time to implement them [11]. SMEs are those enterprises that meet
the following three characteristics: they employ fewer than 250 persons, have an annual
turnover that does not exceed 50 million euros and/or their total annual balance sheet
does not exceed 43 million euros [12]. SMEs play an important role in the transformations
needed for their transition to sustainable growth [13]. They must be innovative and adopt
new technologies so that innovation becomes the engine of their development, in order to
be competitive and grow sustainably [8].

The remainder of the paper is structured as follows: first, a theoretical framework
is presented; second, the employed objectives and methods are presented; third, the
qualitative study is discussed; finally, some conclusions and future works are provided.

2. Theoretical Framework

The following section begins by reviewing the concept of innovation and its impli-
cations for growth, and then moves on to sustainability. The implications of both for an
economy and/or territory of the economy as well as for the organization are analyzed.
Finally, the role of innovation as a driver towards sustainability is addressed. For this
purpose, the narrative review has been combined with the systematic review of the litera-
ture [14]. In the case of the systematic review, the following steps were followed. Firstly,
the Web of Science was used as database for the search, and the last five years was the time
criterion by which articles that analyzed innovation as a driver for sustainability in SME
were selected, with the search code of “TS = (“SME” AND sustain* AND innov*)”, a total
of 309 articles.

2.1. Innovation as a Concept

The literature that has dealt with the relation between innovation and countries and
regions’ economic progress and development is long-standing [1,5,15,16]. In the most
fundamental sense, there are only two ways for an economy to grow in the long run. One
is by increasing the quantity of inputs, and the other is by following new ways of using
the number of available inputs [17]. Abramovitz was the first to attempt to measure or
elucidate the extent to which long-run growth is due to these factors [17,18]. His study
focused on the United States during the period between the end of the 19th century and
the first half of the 20th century. He concluded that the growth factor could only explain
15% of the growth of the economy’s output and the remaining 85% was explained by other
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causes, such as the way resources were used. Work along these lines was not undertaken
again until the 1960s, when several studies addressed the relation between inputs and
economic growth, and reached the same conclusion: a very large part of economic growth
could not be explained by the growth factor [17]. Robert Solow [19] investigated economic
growth and also found that economic growth could not be explained by the growth factor.
It was precisely a very high residual value that led him to look for causes of growth beyond
the growth factor.

Innovation is a significant contributor to business performance and success [20]. The
benefits that innovation brings by making production processes more efficient, increasing
information and knowledge processing or improving people’s life quality, do not depend
solely on new technology inventors, but are largely due to creativity in defining new
products for users [17].

Today “from a macroeconomic point of view there is no doubt that innovations have
a positive impact on growth and employment” [21]. A consensus has been reached about
innovation being a key business success aspect [22], and it is “the most important factor in
increasing a company’s profitability” [23]. Innovation is recognized as a means for growth
and development. “It, therefore, offers opportunities to directly address poverty, inequality
and environmental sustainability” [24].

According to the European Central Bank [25] “one of the greatest benefits of innovation
is its contribution to growth. Innovation makes it possible to increase productivity, i.e.,
to produce more with the same resources. When productivity increases, more goods and
services are produced and the economy grows”. Innovation is presently considered one
of the basic factors of advanced countries’ development and is linked with economic
progress through the creation of more productive new product ideas and new operation
methods than currently exist [26]. For a company, taking an innovative attitude allows it
to develop its values and attitudes, and to promote ideas and projects, which improve its
efficiency [27].

Since 1992, the Oslo Manual has been the international reference standard for con-
ceptualizing and measuring innovation [26]. It is understood as the conception and
implementation of significant changes in the company’s product, process, marketing or
organization to improve results. This manual prioritizes research and development (R
and D) as a determining element in innovation processes and recognizes the importance
of nontechnological factors for boosting firms’ innovative capacity. A large part of in-
novation comes from qualified personnel, relationships with other organizations and an
organizational structure that fosters learning and knowledge [28]. According to Corma [29]
“innovation is the conversion of ideas and knowledge into improved products, processes
or services for the market, thus satisfying the needs of citizens, businesses and public ad-
ministrations”. Innovation is the generation of new ideas that are used in several business
activity areas (production of goods and services, relationships with suppliers, customers
and employees, administrative processes, product attributes, distribution systems, etc.)
and, thanks to these new ideas, companies’ profitability increases [30]. Innovation is doing
things that have not been done before, or doing things that have been done before by new
methods—i.e., creating something new of commercial value. Innovation is a human action
that is intentional and guided by economical and ethical values, such as freedom, equality,
and environmental and social justice [31].

Innovation represents a pathway by which knowledge is transferred and converted
into a process, product or service that incorporates new advantages for the market or
society [32]. Innovation is objective, a goal, aspiration, a pragmatic reason, a value and
commitment to change [33]. The R and D aim promotes the education–innovation–research
triangle [34].

Innovation can bring new vitality to enterprises and is their main economic growth
driver. Technological development has led the production of goods and services to greatly
increase, and to higher income and welfare levels. However, economic growth has had a
significant environmental impact. Since the 1970s, awareness about the negative effects
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that economic growth and prosperity have had on the environment has grown. While
innovation has enabled, and continues to enable, economic growth and social progress,
only recently have environmental concerns been brought to many industries’ attention [35].

Thus, the kind of innovation needed to achieve sustainable development, based on
the three economical, social and environmental development pillars, requires generating
new ideas that contribute not only to wealth generation, but also to environmental qual-
ity and social progress. All this requires new steps and changes to transform standard
innovation [36].

When innovation takes the sustainability perspective approach, emphasis should be
placed on responsible innovation, to provide solutions to global natural resource degrada-
tion, climate change, economical progress and social well-being challenges, which is a type
of innovation that is incipient in industry, and in SME to a greater extent [37].

Furthermore, the term innovation has been often linked with technology, and it should
be noted that innovation is not only generated by technological development. Innovation
can be generated from the variation of organizational structures by combining or generat-
ing plans for different services/products, or from a composition of marketing strategies
with technological and traditional applications, to cover the respective segments of each
organization [38]. Now, innovation is widely recognized as not only a set of fundamental
resources for creating greater competitive advantage, but also as a business strategy to
achieve higher levels of growth and performance by enabling companies to move more
closely to sustainability [1,39–41]. The only way for companies to be competitive, and
consequently for countries to grow, is to develop and improve our standard of living by
creating new innovation-generated knowledge [42].

Firms are key players in innovation activities, as they are responsible for transforming
acquired knowledge into innovative products and bringing them to the market. Today,
as firms need to be competitive at all times, they must have up-to-date techniques and
technologies that can be internally developed, obtained from R and D service providers or
acquired from goods that already include them.

The Oslo Manual stresses the importance of identifying the qualities of firms compris-
ing a region as a whole and the importance of cooperation between them, because this
allows the regional innovation system to function more efficiently, thanks to the greater
concentration of firms [43]. Firms in the Valencian Community, our study area, have low
innovative content. In innovation terms, it is an intermediate region and not an advanced
one, and its business areas are dominated by firms belonging to traditional industries with
a low degree of technological intensity. Moreover, the number of companies in the sectors
most-related to new technologies is small [44].

The barriers and drivers to SMEs’ environmental involvement can be identified in both
internal stakeholders (i.e., owners, staff, others) and external stakeholders (the government,
agencies, environmental management organizations, financial institutions, customers,
suppliers, the local community, the general public). These drivers can be grouped into
commitment, motivation, knowledge, resources and legislation [11]. Governments can
provide support through a combination of incentives, information, training and legislation.
The set of policies that support business innovation has been reoriented toward taxation
rather than as direct support instruments [45]. For R and D and technological innovations,
Spain offers reductions in corporate income tax and rebates on employer social security
contributions, introduced by Royal Decree 475/2014 of 13 June, only for R and D-intensive
SMEs, recognized as such by having the official “Innovative SME” label [46].

2.2. Sustainability Concept

Although the sustainability concept originated in the 17th and 18th centuries, it did
not emerge in a global sense until the 20th century [47]. In 1972, Rome’s Club published
“Limits to Growth”, known as the Meadows Report [48]. This publication concludes that
population and production cannot grow indefinitely, as some factors limit this expansion,
such as progressive resources depletion and pollution. In the same year, several publi-
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cations appeared that highlighted this problem. From a development perspective, the
sustainable development concept emerged and began to be shaped in the years following
World War II. In the 1950s, development in the Western world was largely identified with
growth, leading to unlimited increases in production and income. It was from the late
1960s and 1970s onward, when approaches and positions questioning the prevailing view,
based on continuous growth, began to take hold. These decades saw the publication
and popularization of works like Carson’s “Silent Spring” [49], Ehrlich’s “The Population
Bomb” [50] and The Ecologist’s “A Plan for Survival” [51] which, together with media
coverage of ecological catastrophes, raised global awareness about the negative effects of
the current growth model on the environment.

Beyond growth effects on the environment, awareness about growing social inequal-
ities and the need to work on development has grown, and placed more emphasis on
solving social problems beyond those of production growth. Development became more
related to progress; indicators that focused more on social aspects, such as basic needs or
and unemployment and poverty levels, began to be used. The 1972 UN Conference on the
Human–Environment, in Stockholm, marked the first global summit to consider human
impacts on the environment [47].

In 1987 the UN World Commission on the Environment and Development published
its report “Our Common Future”, known as the Brundtland Report, in which economical
development implied economical growth which, at the same time, had to be socially and
economically sustainable. It is now known that caring for the environment, more specifi-
cally environmental degradation reduction and resource depletion, can be achieved to a
greater extent by poverty reduction and, for this to happen, countries must economically
grow [52]. These approaches give way to the sustainable development concept, based on
its three economical, social and environmental pillars.

In principle, the origins of the “three pillars” paradigm are attributed to the Brundtland
Report, specifically Agenda 21, and the 2002 World Summit on Sustainable Development,
but there seems to be no clear theoretical basis for the origin of either the concept or the
model [47,53]. In any case, the three sustainable development pillars are an attempt to
reconcile different inherent aspects of development that have become apparent in previous
decades: trade-offs among economical growth, poverty reduction and inequalities, and
environmental degradation. As the three-pillar vision is consolidated, sustainable develop-
ment is understood as development that must balance three broad objectives to maintain
economical growth, while protecting the environment and achieving social progress.

In 1997, Elkington published his popular book “Cannibals With Forks”, with which
he set out his “triple bottom line” (TBL) model, a translation of the three sustainable
development pillars to the business environment [54]. The ‘bottom line’ of a corporation
is complimented by bottom lines for socio-environmental performance, “termed ‘people,
planet, profit’, encouraging firms to consider longer-term perspectives in their decision
making” [9,54]. Although the model has been criticized for being vague and confusing,
Elkington’s TBL has become popular in the business world. “The three basic lines can
never be considered in total isolation”. “The three pillars are typically connected with each
other in practice in ways involving such positive synergies” [55]. The economic bottom
line focuses on an entity’s financial aspect, such as “sales growth, profit growth, return
on equity, return on asset and gearing” [56]. Social bottom-line sustainability includes
employees, consumers and the host community [9,57]. Thus, the economic dimension
measures the financial performance of an entity, while the other two dimensions require the
entity to leverage its profits for the community, including social welfare and the prevention
of environmental damage [58].

The environment has become more financially, socially and environmentally volatile,
which has led to sustainability becoming a term, and a key issue, since the beginning of
this century. Sustainability is not some kind of moral luxury to which companies must
submit by social mandate; it is a way of working that reduces risk and contributes to
generating more wealth for all actors in the long run. Sustainable supply chains, in all three
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economical, social and environmental dimensions, means reduced risk. A supplier’s bad
practices can seriously impact a customer, in either image or business terms. A customer
with abusive labor practices is at higher risk of being left without supply due to a strike,
just as a supplier with bad financial practices can suddenly go bankrupt and leave the
customer without supply [59].

2.3. Measuring Sustainability

First, economical sustainability refers to the organization’s ability to manage its re-
sources and to generate long-term profitability. In this paper, economical sustainability was
analyzed based on two performance analysis ratios: economical and financial profitability.
The value of these ratios for “Innovative SME” was compared to the total number of SMEs
in the Valencian Community, forming the comparison group. Economical profitability was
obtained as a ratio of pre-tax profits over total assets. Financial profitability was obtained
as a ratio of pre-tax profits over equity capital.

Second, according to the United Nations Global Compact, social sustainability is
“about identifying and managing business impacts, both positive and negative, on peo-
ple,” “Directly or indirectly, companies affect what happens to employees, workers in the
value chain, customers and local communities, and it is important to manage impacts
proactively” [60]. In this paper, job creation by time was used as a variable to measure
social sustainability, given the understanding that the capacity to generate employment in
a territory contributes to strengthening and increasing the population’s well-being. Social
and environmental sustainability, in relation to management, appears to be related to cor-
porate social responsibility (CSR), and is seen to contribute to social justice and to develop
human rights [61]. There are many CSR concepts, of which the one recently put forward by
the European Community [62] involves the “responsibility of enterprises for their impact
on society”. As a prerequisite, it implies respect for the law and collective bargaining
agreements. CSR can be defined as a company’s commitment to its stakeholders and
society at large [3]. It implies companies’ voluntary integration of social and environmental
concerns into their business operations and their relationships with their stakeholders.
It involves contributing to sustainable development, safety, health and social well-being,
respecting and implementing local and international regulations, by taking into account
stakeholders’ interests and expectations, and maintaining ethical behavior and integrity, as
well as transparency, in their management.

Third, environmental sustainability assessments must go beyond complying with
legal obligations or symbolic integration [63]. Environmentally sustainable companies
are expected to follow the guidelines of the ISO14000 series (Environmental Management
Systems) or the typically used EMAS label (Eco-Management and Audit Scheme) [64].
The EMAS label was developed by the European Commission for companies and other
organizations to assess, report and improve their environmental performance [65]. In Spain,
971 companies are certified with the EMAS label (7 April 2021), with only 11 in Alicante,
four in Castellón and 33 in Valencia [65], which are the three provinces forming the Valen-
cian Community. Moreover, other sector-specific guidelines like EN15804 (Sustainability
in Construction) or Directive 2009/128/EC (alternative techniques to reduce dependence
on the use of pesticides) should identify this environmental sustainability. Other sectors
employ different indicators of their environmental performance. For example, the HIGG®

Self-Assessment Index of the clothing-and-footwear industry is employed to assess environ-
mental and social sustainability along the supply chain [66]. This index allows the textile
industry to assess the environmental impact of its production activity [67]. The B Corp®

movement [68] is an international community with more than 3200 companies committed
to their social statutes to consider workers, the community and the environment, in a
binding way, during their decision-making, so that companies become a regenerative force
for society and the planet. Both propose a method to help SME to incorporate sustainability
into their business model [69]. The international textile testing institutes association of
Oeko-Tex® has been certifying textile products free of harmful substances (Standard 100)
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since 1992. During its evolution, it has incorporated social and environmental sustainability
certifications into textile and leather production (STep, Sustainable Textile & Leather Pro-
duction) [70]. The ISSOP® seal of Sustainable Energy and Innovation without Programmed
Obsolescence Foundation, which identifies those organizations with a firm commitment to
excellence in the sustainability field, respects the environment and people without obsoles-
cence [71]. The elimination of planned obsolescence implies that communities prioritize
environmental, social and economical sustainability [72]. According to their companies’
websites, all of them have been used to evaluate being environmentally sensitive as a
measurement of an enterprise’s environmental sustainability with the innovation label.

While sustainability in large business organizations has been widely discussed in
the literature in recent years [73] the same does not seem to be true for SMEs. Compared
with large companies, small companies are constrained by a lack of resources to invest in
technology or human resource capacity to anticipate ecological impact [74,75] or operation
resources [76]. Obstacles that prevent SMEs from developing environmentally friendly
include limited financial resources, the type of organizational structure and limited training
on environmental issues [15,77–80].

2.4. Innovation as a Driver of Sustainability

From the theoretical framework, several studies have related innovation to the busi-
ness world and territory with positive effects. There are works on innovation linked with
business development, such as Corsi et al. [81], which point out the positive effect of
organizational innovation on companies’ sales and productivity growth with a sample
study of 4125 Spanish companies. Another notable work is that by Montégu et al. [82],
which found a correlation between competition and innovation after studying 1347 Chilean
firms. Del Campo et al. [83] studied whether firms located in incubators with more intense
innovation strategies better performed, and were measured in terms of their sales revenue,
growth, performance, economic and financial profitability than those firms not categorized
as innovative and with weaker innovation strategies. They concluded “business incubators
generate profitable companies that are sustainable over time, having entrepreneurs with
extensive experience in management and high qualifications. This generates quality and
lasting employment. However, there is no evidence of significant differences between the
more-or-less innovative nature of companies”. Cárdenas et al. [84] studied the relation be-
tween innovation and agro-industrial SME’s development with a nonexperimental design
to conclude that innovation was a key factor for their development in the agro–industrial
sector. Fernandez et al. [85] studied whether innovation, ICT and the environment influ-
enced revenue growth, using a survey conducted with 250 SMEs. They found that both
innovation and ICT positively influenced sales growth and, thus, revenue growth. Another
study that surveyed SME concluded that innovation, creativity and technological develop-
ment allowed SMEs to be more competitive [86]. The relevant study by Cuevas et al. [87]
aimed to verify the relation of marketing innovation to SME’s overall performance, and
its possible implications, through structural equation modeling. The results revealed its
significant influence on performance orientation, through new concepts like implementa-
tion and promotion means, new marketing methods and packaging modification, which
more strongly impacted the commercial, administrative, financial and human resources
areas. Mashavira et al. [88] found a positive and significant relationship between man-
agerial interpersonal competencies and firm performance as measured by innovation and
return on investment (ROI). CSR is also recognised as an important driver of innovation in
companies [89].

Innovation gives companies a competitive advantage and can change the structure of
an industry and a country’s economy. Specifically, innovation focused on sustainability
has led to improvements in the financial performance of the firm as well as in the social
and environmental dimensions [90]. Results show that sustainable innovation is positively
associated with SME growth [91], measured by the level of employment. Successful im-
plementation of innovation brings about significant growth in the technical and economic
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efficiency of a firm, as reflected in its productivity [92,93], which has important implications
for long-term sustainable growth. Results show that the adoption of certain sustainability
actions influences consumer perceptions, which in turn impacts on the economic perfor-
mance of SMEs [94]. Klewitz et al. [10] conducted a systematic review on sustainability
innovation in SMEs for the period between 1987 and 2010.

Looking at firm size, both in large firms and SMEs, differences and similarities can
be observed in relation to the effects of innovation. On the one hand, regardless of size,
investment in R and D, research resources and product innovation have a positive impact
on business performance in terms of revenue and labour productivity. However, in terms
of business performance, in large firms it is process innovation that generates the positive
effect, while in SMEs it is R and D cooperation. On the other hand, both large firms and
SMEs need to focus on technological innovations to improve their sustainability and thus
ensure their long-term success [95].

Although there is considerable literature linking innovation to firm performance and
growth, however, studies that identify innovative SME with an objective criterion, such
as an “innovation seal” awarded and recognized by an official ministry, are lacking. So
to the best of our knowledge, no studies are available that, once “Innovative SME” had
been identified officially and objectively, compared them with those with environmen-
tal sensitivity and assessed whether this fact was beneficial for economic, financial and
social profitability.

Specifically, on the relationship between innovation and sustainability, it is indis-
putable that innovative behaviour is a key element for sustainable competitive advan-
tage, as it allows companies to be flexible and improve their ability to adapt to market
changes [96]. In a study for Ghana, results show that sustainable innovation is positively
associated with SME growth [91]. The literature reveals a trend towards the notion of
a positive relationship between the size of a firm and its innovative activities towards
sustainability [90]. The difference, in favor of large companies, is mainly evident in the
supply chain and financial model [90]. This argument stems from the greater availability
of resources of large firms to innovate their value proposition [97,98], and thus increase the
portfolio of products and services they offer to consumers [99]. The lower dynamism of
SMEs in implementing sustainable development strategies may also be related to the lack
of financial resources to invest in the development of new technologies or environmental
and community activities [100]. In terms of R and D activities, the number of, the amount
of investment and the number of human resources devoted to R and D and the scale of the
company seem to have a positive effect on the patent outcome. In this respect, given the
greater difficulty of SMEs compared to large companies in obtaining professional human
resources for R and D, it is believed that governmental policy support for SMEs is necessary
to ensure good quality human resources for R and D [101]. A key element is the interaction
with external actors (e.g., customers, authorities, research institutes) that can increase the
innovative capacity of SMEs on sustainability [10,102].

Focusing on environmental sustainability, we know that environmental degradation is
a phenomenon that threatens the survival of mankind and is a key concern of today’s society
and will be for generations to come, so the environmental performance of SMEs is a highly
relevant issue. Researchers need to determine how to assess the environmental performance
of SMEs [103]. In reference to the adoption of quality process certifications, the results
indicate that, in general, their implementation leads to resource savings from reduced use
of electricity, fuel and water for each production unit [104]. However, research suggests
that there is a heterogeneous effect of certification on the degree of resource savings,
depending on the sector of operation [104]. A paper for SMEs in the UK, relating ISO 14001
implementation and profitability, concludes that, in the long term, there is a positive
relationship between environmental performance, i.e., implementation of the standard, and
company profitability. However, in the short term, no such relationship is achieved. This is
due to the fact that once the standard is implemented, companies do not continue with the
implementation of the measures related to it and therefore do not continue to obtain cost
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improvements. However, in the long term, the implementation of the standard has positive
effects on the ability to prepare for unforeseen market events [105]. Maas and Reniers [106]
note that ISO management systems are used when organizations begin to feel the need to
improve their environmental and/or social efficiency. However, these systems can be seen
as a way to legitimize environmental performance by organizations without necessarily
implying a significant environmental commitment [107]. Environmental certification can
be perceived as a marketing tool [108].

The relationship between eco-innovation and environmental sustainability has been
extensively investigated in the literature [109]. Sanchez-Medina et al. [110] have investi-
gated 168 Mexican small artisanal firms, and conclude that there is a positive relationship
between eco-innovation and the three dimensions of sustainability, economic, social and
environmental, adding that “the factors that best explain sustainability are: type of orga-
nization, product innovation and process innovation”. Empirical research, conducted on
a sample of 342 SME manufacturing companies operating in Poland, allows concluding
that innovative green initiatives undertaken not only combine environmental objectives
with economic ones, but also bring quantifiable benefits to the implementers in parallel to
maintaining environmental safety [111]. These green innovations (save energy, prevent
pollution or enable waste recycling) do not always translate into higher levels of financial
performance. A study of 88 large global companies with a high number of patents shows
that greater social approval leads to good environmental initiatives being more likely to
acquire a more positive green reputation, to benefit from a higher price and increased
sales [112].

From the literature review, it is clear that governmental support policies play a fun-
damental role in the implementation of measures for sustainability and innovation [113].
Public policies along these lines aim to promote innovation and technological progress to
improve competitiveness and economic growth [114,115]. Among the various measures
are support for demonstration projects, encouragement of inter-firm partnership, finan-
cial support instruments, promotion of international cooperation and human resources
training [116,117]. The work of Kim et al. [118] concludes that receiving government cer-
tification, as a form of cooperation with the government, has a negative impact on firm
performance. In other words, it is necessary to adjust the current government policy of
supporting R and D of SMEs.

3. Objective, Materials and Methods
3.1. Objective and Hypotheses

The aim of this article was to analyze whether innovative companies contributed to
sustainable growth (and/or sustainability) in its three main pillars: economical, social and
environmental. To fulfill this objective, the following hypotheses were put forward:

Hypotheses 1 (H1). The enterprises located in the Valencian Community (east Spain) with an
innovation label have more profitability, in other words, results better warranting the statment that
they are more likely to remain on the market and are, therefore, more economically sustainable. For
this purpose, the economical and financial profitability of enterprises with “Innovative SME” labels
were measured and compared with a wide range of companies in the Valencian Community.

Hypotheses 2 (H2). The enterprises located in the Valencian Community (east Spain) with
an innovation label have greater social sustainability. Social sustainability was measured in
employment-generation terms. The employment generation capacity of enterprises with “Innovative
SME” labels was compared to a wide range of companies in the Valencian Community.

Hypotheses 3 (H3). The enterprises located in the Valencian Community (east Spain) with an in-
novation label and which are also environmentally sensitive obtain better results, in economical- and
financial-profitability terms. In the set of SMEs with an innovation label, economical and financial
profitability was compared between those enterprises with some indicator showing environmental
sensitivity, such as ISO 14001 or its equivalent, and those without such indicators.
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Hypotheses 4 (H4). The enterprises located in the Valencian Community (east Spain) with an in-
novation label and which are more environmentally sensitive have greater social sustainability. This
hypothesis is based on recognizing the capacity of innovation to create competitive advantage and to
achieve higher growth and performance by allowing companies to be more sustainable [1,39–41].
Despite the fact that innovation is present in today’s economy, not all enterprises attach the nec-
essary importance to carryout innovative activities. To some extent, and in different ways, most
companies innovate, but very few do so consciously, and they do not control the process and perform
innovations on an ad hoc basis driven by customer or market demand.

There are several reasons why the Valencian Community was chosen for this study:
it is one of the most important regions in Spain, whose economy is fourth in the national
ranking, and represents 9.2% of the Spanish GDP, behind the Autonomous Communities
of Madrid, Catalonia and Andalusia. It is also one of the areas with the highest growth
and activity. According to the quarterly estimates by the Independent Authority for
Fiscal Responsibility (AIREF) [119], in the first quarter of 2020, the Valencian economy
grew throughout 2019 at a stable rate of 2.1%, which is similar to that of the national
economy. The Survey of Innovative Companies of the National Institute of Statistics 2020
(INE) [120] shows that spending on innovative activities in the Valencian Community
accounted for 6.3% of the total in Spain, which increased by 1.05% in 2019 compared to
2018. The Valencian Community is a particularly appealing meeting point for a wide range
of economic, social and institutional agents linked with science and technology [44].

The first two hypotheses build on previous studies [81,85,86] insofar as they positively
affect firms’ growth. However, the posed hypotheses focus more on economic and social
returns. The third and fourth hypotheses aim to go beyond the findings of Corsi et al. [81]
and Del Campo et al. [83] by linking innovation and social responsiveness, insofar as
firms take the dual consideration to make more economical and social profitability than
those that are only considered innovative. Furthermore, the studies on which the first two
hypotheses are based followed different methodologies, as explained in the next section.

To the best of our knowledge, the third and fourth hypotheses are based on the fact
that no quantitative studies were found that have compared the economical, financial and
social sustainability of an “innovative SME”, labeled as innovative to those that are also
environmentally sensitive.

In addition, the region has had a Regional Innovation Plan for several years, as stated
in the Cotec White Paper (2004) [44]. The Spanish innovation system is defined as “the set
of elements that, at the national, regional or local level, act and interact both for and against
any process of creation, dissemination or use of economically useful knowledge”. The
COTEC Foundation considers that the Valencian Community acts as a special appealing
meeting point for different economic, social and institutional agents linked with science
and technology.

3.2. Methodology

Having defined the hypotheses, this section explains the methodology applied to
analyze the fulfillment of these hypotheses. A flow chart in Figure 1 presents the methodol-
ogy approach.

We first identified the companies in the Valencian Community that were considered
innovative by using the objective criterion of those with the “Innovative SME” seal, covered
by Order ECC/1087/2015, of 5 June, which regulates Innovative SME’s seals and creates
the Register of Innovative SME. These companies were compared to all the SME in the
Valencian Community that performed the same activity as innovative ones. Activities were
grouped according to the Spanish classification in Spanish Royal Decree 475/2007.

The companies classified as “Innovative SME” were also classified as those that were
environmentally sensitive. The indicator used for this classification was having ISO 14001
or other similar indicators that demonstrate that these companies are concerned about
the environment.
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Figure 1. Methodological approach.

In order to measure economic sustainability, the data and ratios related to companies’
economic profitability, measured as gross profit before tax divided by total assets, were
employed. Financial profitability, measured as the profit after tax to equity ratio, was also
used. For social profitability, job creation indicators were applied from a static perspective
with employment per company in 2019, which was the last year that annual accounts were
published, and from a dynamic perspective, with a change in the total and employment
percentages for the 2015–2019 period. Companies, and economic, financial and employ-
ment generation data, were grouped according to the four-digit National Classification of
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Economic Activities and aggregated to one digit, with economic and financial information
presented in profitability percentage terms.

The hypotheses were tested by the mean Levene’s test version to test equal variances,
as well as the statistics allowing economical, financial and environmental profitability to be
measured. Information was analyzed in absolute numbers corresponding to the economic
and financial profitability components to obtain the means. Levene’s test was applied to
calculate the significance of these absolute numbers.

To the best of our knowledge, this study sheds some light on knowledge about inno-
vation and environmental studies. It compares the SME with the “Innovative Label” to
all the SME in a given geographic area to contrast previous hypotheses based on the theo-
retical framework. The comparison was made to public evidence for the annual accounts
presented at the official register and classified according to the National Classification
of Economic Activities. The hypotheses were tested by a one-factor analysis of variance
(ANOVA) technique with Levene’s test. This work took one step further by comparing
the companies with “Innovative SME” labels to those that were environmentally sensi-
tive by analyzing whether there were significant differences in economical, financial and
social sustainability.

3.3. Samples and Techniques

The analysis focused on those enterprises in the Valencian Community which, accord-
ing to the information taken in December 2020, obtained the distinction that grants the
designation of “Innovative SME” [121]. The “Innovative SME” designation is contemplated
in Order ECC/1087/2015, of 5 June, which regulates the subsidy granted to enterprises
performing activities in the research, technological development and innovation field. The
requirements to be met by the company to obtain the Innovative SME label are as follows.

First, having received public funding in the last 3 years through three channels: public
calls as part of the National Plan for Scientific Research, Development and Technological
Innovation framework or the State Plan for Scientific and Technical Research and Innova-
tion; having received aid from the Centre for Industrial Technological Development for R
and D and I projects; through calls from the Framework Programme for R and D and I or
the Horizon 2020 programme financed by the European Union.

Second, the firm’s innovative character must be demonstrated by possessing own
patents in operations or a binding reasoned report.

Third, having acquired one of the official certifications from the Spanish Ministry of
Economy according to Aenor Specification EA0043 or EA0047, or according to Standard
UNE 166.002, for R and D and I management systems. The enterprises accredited with the
label can obtain various tax benefits and can gain access to public funding lines that benefit
a company’s brand image.

Data about enterprises were acquired from SABI®, a database containing information
on the annual accounts of Spanish and Portuguese companies. SABI® collects information
from companies that are obliged to file their accounts with the Mercantile Register. These
firms are mainly incorporated as Private Limited or Public Limited companies. Table 1
offers the number of enterprises with innovative labels in the Valencian Community, which
amount to 584 enterprises, and their location distribution appears in Figure 2. Of these, 39
were extinguished. It was noteworthy that 16 (41% of extinguished labels) disappeared in
2020, a period that coincided with the COVID-19 crisis. Thirty-one companies that appeared
as operational did not send their data to commercial registers. This meant that the number
of enterprises currently with a seal and provide information about their accounts amounted
to 514 companies. To make a homogeneous comparison between innovative SME and a
region’s companies on the whole, the companies with an innovative label were classified
according to the four-digit National Classification of Economic Activities (CNAE-2009).
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Table 1. Companies awarded the innovation label in the Valencian Community.

Year No. % s/Total

2015 2 0.34%

2016 3 0.51%

2017 2 0.34%

2018 3 0.51%

2019 13 2.23%

2020 16 2.74%

Totally Extinguished 39 6.68%

No data deposited in the Mercantile register 32 5.48%

With label and deposit accounts 513 87.84%

Total 584 100.00%
Source: the authors based their research on Spanish Ministry of Science and Innovation data [121].
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In order to make a comparison between the companies with an innovative seal and the
set of SME in the chosen area, the SABI database was used and a search was initially made
for companies by considering all those that provided data according to operating income
in either 2018 or 2019. The result of the search gave approximately 94,000 companies. The
comparison between companies with an innovative label and all the SME on the whole
was made with the CNAE activity code. In other words, the innovative SME belonging to
170 economic activities according to 4-digit CNAE codes were compared to all the SME
set included in these classifications. Then the companies selected at the 1-digit level in the
classification were aggregated to facilitate the presentation of the results. To not distort
the comparison sense, when considering all the SME according to the 4-digit CNAE, all
those belonging to the activity codes in which the SME with an innovative label were not
present should be eliminated from the search. The total participating companies with the
170 CNAEs of the innovative label amounted to approximately 45,000.

A further step had to be taken, that of refining the search again to compare job creation
in the last 4 years. For this purpose, of the total number of SME with the aforementioned
characteristics, only those that provided employment data for the last 4 years were selected.
That is, those 20,489 SME in the study area that provided income data in 2019 or 2018, as
well as their employment level in the last 4 years.
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Therefore, the 513 enterprises with data and innovation labels were compared to the
20,489 companies in the study area included in the 170 economic sectors (primary codes
CNAE-2009 to 4 digits) which included innovative SME.

The creation of the “Innovative SME” label aims to highlight SME’s activity to promote
their identification and to help in the subsequent formulation of their specific policies. After
obtaining the “Innovative SME” label, the enterprise is able to:

• Display the awarded logo
• Use the logo in its commercial traffic and for advertising purposes, which is subject to

fully complying with the applicable regulations, particularly as regards advertising
• Access tax benefits and rebates from Social Security contributions, as set out in Article 6

of Spanish Royal Decree 475/2014.

4. Quantitative Analysis
4.1. Statistical Analysis of the SME with the “Innovative SME” Label

Table 2 shows that of the 513 SME with data in 2021, 39.49% had an expired label,
of which the label for 11.67% expired at the peak of the COVID-19 crisis. It can be stated
that in 2020, the pandemic paralyzed many matters. The Public Administration was
overwhelmed by the situation. It had to process thousands of Temporary Employment
Regulation Files and make teleworking decisions when the country was not prepared to
take on this situation all at once. All this could have influenced the 2020 label expiry data.

Table 2. Enterprises with the SME Innovation label and expiry date.

Expiry Year No. %

2018 126 24.56%

2019 16 3.12%

2020 60 11.70%

2021 108 21.05%

2022 101 19.69%

2023 95 18.52%

2024 2 0.39%

2025 5 0.97%

Total 513 100.00%

SME with a valid seal 311 60.62%
Source: the authors based their research on Spanish Ministry of Science and Innovation data [121].

Table 3 shows information on the number of innovative enterprises per CNAE group.
These companies are present in 14 groups of the 21 CNAE groups, which represent 66.6%.
The group with the most companies with an innovative label is manufacturing with 49.7%
of the total. In second place comes the professional, scientific and technical group with
15.6%, followed by information and communications with 14.4%. Wholesale and retail
trade is the last group to exceed 10% with 11.7%. Regarding economical and financial
profitability, and according to the variables selected to assess economical sustainability, the
results indicated that the highest profitability was made by the Professional, scientific and
technical group with an average percentage of 26.6% for economical profitability and 43.2%
for financial profitability, which were well above the levels for the other activity groups.
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Table 3. Economical and financial profitability of “Innovative SME” classified per economic sector.

Group Code Description No. % Economical
Profitability

Financial
Profitability

A Agriculture, livestock, forestry and fisheries 3 0.58% −1.48% −6.53%

B Extractive industries 1 0.19% 29.06% 35.19%

C Manufacturing industry 255 49.71% 7.08% 13.68%

E Water supply 5 0.97% 5.88% 18.29%

F Construction 12 2.34% 3.00% 8.03%

G Wholesale and retail 60 11.70% 6.21% 13.46%

H Transport & storage 3 0.58% 8.11% 56.69%

J Information and communications 74 14.42% 7.78% 18.32%

K Financial and insurance activities 2 0.39% 1.15% 2.08%

L Real-estate activities 2 0.39% 4.21% 4.36%

M Professional, scientific and technical activities 80 15.59% 26.58% 43.22%

N Administrative activities and auxiliary services 5 0.97% 12.26% 30.59%

P Education 1 0.19% 5.09% 10.02%

Q Health and social work activities 10 1.95% 16.78% 28.97%

Total 513 100% 10.2% 19.4%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

On employment, for each code Table 4 shows the average employment, the average
growth and the percentage growth of employment for each activity group. It is noteworthy
that in the groups with the most companies with an innovative label, average employment
growth is similar in C, G and J, and is lower in the M group. Furthermore, the average
percentage change in employment growth is significant at over 74.8%, and reaches 129%
for the group of companies corresponding to group J. In those groups with the most
companies with an innovative label, the sector with the most employees per company was
Manufacturing (62.1 jobs/company) and in job creation terms, for the 2015–2019 period,
the most dynamic sector was Information and Communications.

Table 4. Social sustainability of “Innovative SME” classified per economic group.

Group Code Description Average
Employment 2019

Average Employment
Growth

2015–2019

Average Employment
Growth %
2015–2019

A Agriculture, livestock, forestry and
fisheries 83.7 33.3 70.0%

B Extractive industries 42.0 −4.0 −8.7%

C Manufacturing industry 62.1 13.1 51.4%

E Water supply 95.4 31.0 211.6%

F Construction 33.3 7.7 39.6%

G Wholesale and retail 47.8 12.9 73.7%

H Transport & storage 100.7 12.0 13.4%

J Information and communications 37.2 15.8 129.0%

K Financial and insurance activities 16.0 10.0 88.9%

L Real-estate activities 4.0 0.0 42.9%

M Professional, scientific and
technical activities 27.0 7.6 90.0%
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Table 4. Cont.

Group Code Description Average
Employment 2019

Average Employment
Growth

2015–2019

Average Employment
Growth %
2015–2019

N Administrative activities and
auxiliary services 33.8 14.3 297.9%

P Education 103.0 32.0 45.1%

Q Health and social work activities 28.7 9.0 42.2%

Total 50.1 12.6 74.8%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

On the firm’s legal denomination, Table 5 shows that the vast majority are Private
Limited Companies, which is logical as they are SME. Although Private Limited Companies
are smaller in size, they have higher economic and financial profitability, and are also more
dynamic in job creation terms.

Table 5. The economic and financial profitability and job creation of “Innovative SME” per legal form.

Type of Legal
Form No. % Total Economical

Profitability
Financial

Profitability

Average
Employment

2019

Average
Employment

Growth
2015–2019

Average
Employment

Growth %
2015–2019

Public Limited
Company 93 18.2% 6.8% 8.6% 75.0 11.6 22.9%

Private Limited
Companies 420 81.8% 11.0% 21.8% 44.5 12.9 86.6%

Total 513 100% 10.2% 19.4% 50.1 12.6 74.8%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

The Private Limited Companies predominated all the enterprises with an innovative
label (81.8%), which made higher profitability and generated more average employment
per company than Public Limited Companies.

4.2. Analysis of Companies with an Innovative Label and Environmental Concern

Having analyzed the innovative SME’s characteristics in profitability and job creation
terms, i.e., economical and social sustainability, we focused on those that, in addition to
innovating, were environmentally sustainable according to Tables 6–8.

Table 6. Economical and financial profitability of environmentally sensitive “Innovative SME” classified per economic sector.

Group Code Description No. % Economical
Profitability

Financial
Profitability

A Agriculture, livestock, forestry and fisheries 2 0.90% 5.21% 10.45%

B Extractive industries 1 0.50% 29.06% 35.19%

C Manufacturing industry 135 61.60% 7.79% 14.73%

E Water supply 4 1.80% 5.75% 18.87%

F Construction 6 2.70% 5.92% 11.72%

G Wholesale and retail 19 8.70% 7.27% 16.20%

H Transport & storage 3 1.40% 7.78% 36.69%

J Information and communications 14 6.40% −1.40% −0.42%
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Table 6. Cont.

Group Code Description No. % Economical
Profitability

Financial
Profitability

M Professional, scientific and technical activities 30 13.70% −4.66% 15.70%

N Administrative activities and auxiliary services 3 1.40% 11.50% 25.19%

Q Health and social work activities 2 0.90% 35.70% 56.97%

Total 219 100% 5.73% 14.90%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

Table 7. Job creation of environmentally sensitive “Innovative SMEs”, classified per economic sector.

Group Code Description Average
Employment 2019

Average Employment
Growth

2015–2019

Average Employment
Growth %
2015–2019

A Agriculture, livestock, forestry and
fisheries 21.50 7.50 70.50%

B Extractive industries 42.00 −4.00 −8.70%

C Manufacturing industry 73.49 15.19 47.30%

E Water supply 106.50 27.25 34.50%

F Construction 55.00 11.17 28.80%

G Wholesale and retail 67.79 25.42 117.30%

H Transport & storage 100.67 12.00 13.40%

J Information and communications 91.00 40.71 203.00%

M Professional, scientific and
technical activities 41.13 8.90 55.40%

N Administrative activities and
auxiliary services 46.00 13.33 25.90%

Q Health and social work activities 73.00 40.00 113.20%

Total 49.66 12.33 73.10%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

Table 8. Economical, financial and social profitability of the environmentally sensitive “Innovative SME” classified per
legal form.

Type No. % of the
Total

Economical
Profitability

Financial
Profitability

Average
Employment

2019

Average
Employment

Growth
2015–2019

Average
Employment

Growth %
2015–2019

Public Limited
Company 54 24.66% 4.67% 10.48% 79.70 13.04 23.51%

Private Limited
Companies 165 75.34% 6.08% 16.36% 65.65 18.32 78.49%

Total 219 100% 5.7% 14.9% 69.13 17.00 64.37%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

Of all the SMEs with an innovative label and provided data, 219 were identified as
being environmentally sensitive, which represents 45.7% of innovative SME, compared to
54.3%, and 260 companies with no identified environmental certification or environmen-
tal actions.
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By taking another step further, and of the SME with an “Innovative SME” label, we
focused on the environmentally sensitive ones. We observed that they concentrated in
the manufacturing industry activity group (61.6%), and the professional activities group
came second (13.7%) (see Table 6). In economical sustainability terms, the activity groups
with the highest economical profitability were the manufacturing industry (7.79%) and
wholesale and retail trade (7.27%), in those groups with the most companies with an
environmentally sensitive. In social sustainability and job creation terms, the information
and communications activities group once again stood out with 203% employment growth
for the 2015–2019 period and was the group with the highest employment growth per
company with 91 professionals (see Table 7).

In addition, for the group of companies with a label that were also environmentally
sensitive, the Public Limited Companies (24.7%) had an average increase in jobs of 23.5%
with an average of 79.7 new jobs per company. The Private Limited Companies created
more jobs overall, although the average number of jobs created per company is lower (see
Table 8).

4.3. General Enterprises Analysis

The employment evolution, and the economical and financial profitability of the SMEs
officially located in the Valencian Community that had submitted their data to the Mercan-
tile Register in 2020 and employment data for 2019–2015 were analyzed. In Article 365 of
the Mercantile Register Regulations (RD 1784/96 of 19 July), Spanish legislation establishes
“The administrators of Public Limited Companies, Private Limited Companies and any
other entrepreneurs who, by virtue of the provisions in force, are obliged to publish their
annual accounts, shall submit them for filing at the Mercantile Register of their official
address within 1 month following their approval”. Figure 3 depicts the geographical
distribution of SME in the Valencian Community, and Figure 4 indicates their distribution
according to their turnover. Of these enterprises, those belonging to the 4-digit CNAE
codes in which innovative SME are present were selected. This consideration was taken
to compare the results and job creation of innovative SME to those of all the SME in the
study area.
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In general, SMEs are not as concentrated as “innovative SME”, but the manufacturing
sector stands out, together with wholesale and retail trade, for accounting for 25.5%
and 25.9% of companies, respectively, followed by the construction group with 16.2%.
The information and communications group had the highest economical (13.4%) and
financial (25.1%) profitability among the most represented groups, as Table 9 shows. They
were also those that created the most jobs per company and for the 2015–2019 period as
Table 10 shows.

Table 9. The economical and financial profitability of the SME classified per economic sector.

Group Code Description No. % Economical
Profitability

Financial
Profitability

A Agriculture, livestock, forestry
and fisheries 113 0.60% 6.82% 18.04%

B Extractive industries 2 0.00% 27.60% 33.95%

C Manufacturing industry 5222 25.50% 5.93% 11.49%

E Water supply 112 0.50% 11.21% 23.07%

F Construction 3312 16.20% 3.93% 8.89%

G Wholesale and retail 5307 25.90% 5.66% 11.32%

H Transport & storage 1265 6.20% 6.17% 11.67%

J Information and communications 628 3.10% 13.41% 25.08%

K Financial and insurance activities 228 1.10% 5.43% 6.55%

L Real-estate activities 1559 7.60% 3.43% 4.61%

M Professional, scientific and
technical activities 1634 8.00% 9.82% 15.36%

N Administrative activities and
auxiliary services 502 2.50% 5.04% 7.88%

P Education 197 1.00% 3.43% 6.40%

Q Health and social work activities 408 2.00% 9.13% 12.65%

Total 20,489 100% 5.95% 11.17%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.
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Table 10. Social profitability of the SME classified per economic sector.

Group
Code Description

Total
Employment

2019

Total
Employment

2015

Average
Employment

per Enterprise
2019

Average
Employment

Growth
2015–2019

Average
Employment
Growth per
Enterprise
2015–2019

Average
Employment

Growth %
2015–2019

A
Agriculture,

livestock, forestry
and fisheries

1563 1328 13.83 235 2.08 17.70%

B Extractive industries 46 49 23.00 −3 −1.50 −6.12%

C Manufacturing
industry 93,019 79,473 17.81 13,546 2.59 17.04%

E Water supply 2269 1890 20.26 379 3.38 20.05%

F Construction 29,117 21,066 8.79 8051 2.43 38.22%

G Wholesale and retail 54,382 46,309 10.25 8073 1.52 17.43%

H Transport & storage 18,134 14,042 14.34 4092 3.23 29.14%

J Information and
communications 6809 4724 10.84 2085 3.32 44.14%

K Financial and
insurance activities 1205 1484 5.29 −279 −1.22 −18.80%

L Real-estate activities 3932 5185 2.52 −1253 −0.80 −24.17%

M
Professional,
scientific and

technical activities
14,062 11,023 8.61 3039 1.86 27.57%

N
Administrative
activities and

auxiliary services
4904 3907 9.77 997 1.99 25.52%

P Education 1928 1854 9.79 74 0.38 3.99%

Q Health and social
work activities 3492 3039 8.56 453 1.11 14.91%

Total 234,862 195,373 11.46 39,489 1.93 20.21%

Source: the authors based their research on the Ministry of Science and Innovation data [121] and SABI®.

4.4. Comparative Analyses and Fulfilling the Hypotheses

In order to analyze if the first hypothesis was fulfilled, Table 11 shows a comparative
analysis made of the companies with the “Innovation SME” designation and the SME in
the Valencian Community, on the whole. When we looked at the sectors under study and
those in which innovative SME were present, by starting with a 4-digit level classification
and aggregating them to a 1-digit level or group, the companies with an “Innovative SME”
label displayed a higher degree of concentration per sector. The manufacturing sector
accounts for a higher proportion of innovative companies than SME in general. Forty-nine
percent of the innovative companies belong to the manufacturing industry, compared to
25.5% of SME in general, which gives us an idea of the importance of innovation in this
sector. In innovative and environmentally sensitive SME, the weight of manufacturing
firms group increase to 61.6%. In the information and communications and professional
and scientific activities sectors, the proportion of innovation-labeled firms is higher than
the average number of labeled firms compared to the SME on the whole. We confirm that
the average economical and financial profitability of innovative SME was higher than that
of SME in general.
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Table 11. Comparative analysis of the economical and financial performance of “Innovative SME” and general SME.

Group Code Description
Innovative Label Total

No. % Economical
Profitability

Financial
Profitability No. % Economical

Profitability
Financial

Profitability

C Manufacturing
industry 255 49.71% 7.08% 13.68% 5222 25.50% 5.93% 11.49%

G Wholesale and
retail 60 11.70% 6.21% 13.46% 5307 25.90% 5.66% 11.32%

J Information and
communications 74 14.42% 7.78% 18.32% 628 3.10% 13.41% 25.08%

M
Professional,
scientific and

technical activities
80 15.59% 26.58% 43.22% 1634 8.00% 9.82% 15.36%

Others 10 44 8.58% 7698 37.60%

Total 513 100% 10.20% 19.40% 20489 100% 5.95% 11.17%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

Table 12 shows the innovative companies’ independent sample statistics. Data are
significant sig <0.000 *** for operating income, profit before tax, assets and shareholders’
equity. Therefore, we conclude that the first hypothesis is fulfilled: the enterprises in the
Valencian Community (east Spain) that obtain the “Innovative SME” designation make
higher economical and financial profitability.

Table 12. Statistics and the independent samples test of the economical and financial profitability of “Innovative SME” and
general SME.

Variables Innovative
SME N Average

(m€) F Sig. Levene’s Test Sig.
(Bilateral)

Operations Income
2019

Yes 453 10,097.34
95.09 0.000 No variances are

assumed
0.000

No 20,212 2761.45

Profits
(EBT)
2019

Yes 351 178.43
505.11 0.000 No variances are

assumed
0.000

No 19,510 53.31

Assets
Yes 79 509.43

0.759 0.384 Variances are
assumed

0.000
No 13,216 334.34

Equity
Yes 132 411.23 17,100 0.000 No variances are

assumed 0.000

No 15,816 206.07

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

About the second hypothesis on social sustainability, based on the capacity to create
jobs, Table 13 shows that the number of employees per company and job creation for the
2015–2019 period are clearly higher for innovative SME than for SME in general. Therefore,
the second hypothesis is fulfilled.

The statistics verified that the companies with the “Innovative SME” label were bigger,
as measured by the number of workers, and they created more employment during the
2015–2019 period: sigma <0.000 *** (see Table 14). Therefore, it can be stated that the
second hypothesis is fulfilled: the companies located in the Valencian Community (east
Spain) with the Innovative SME label generate more employment and obtain greater
social sustainability.
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Table 13. Comparative analysis of the social returns of “Innovative SME” and general SME.

Group
Code Description

Innovative Label Total

Average
employment

per Enterprise
2019

Average
Employment
Growth per
Enterprise
2015–2019

Average
Employment

Growth %
2015–2019

Average
Employment

per Enterprise
2019

Average
Employment
Growth per
Enterprise
2015–2019

Avergae
Employment

Growth %
2015–2019

C Manufacturing
industry 62.1 13.1 51.40% 17.81 2.59 17.04%

G Wholesale and retail 47.8 12.9 73.70% 10.25 1.52 17.43%

J Information and
communications 37.2 15.8 129.00% 10.84 3.32 44.14%

M Professional, scientific
and technical activities 27.0 7.6 90.00% 8.61 1.86 27.57%

Total 50.1 12.6 74.80% 11.88 1.93 20.21%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

Table 14. Statistics and the independent-samples test of the social profitability of the SMEs with an “Innovative Label” and
SME in general.

Variables Innovative
Label No. Average F Sig. Levene’s Test Sig.

(Bilateral)

Employment
2019

Yes 455 12.64
161.38 0.000 No variances are

assumed
0.000

No 20,301 11.85

Employment growth
Yes 444 12.58

80.29 0.000 No variances are
assumed

0.000
No 20,301 2.56

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

In order to show results demonstrating that the third hypothesis was fulfilled, Table 15
was created. It reveals that, of the innovative companies, those belonging to the manu-
facturing sector account for 49.1%, and those that are environmentally sensitive and are
manufacturing companies account for 61.6%. In the commercial sector for the information
and communications, and professional, scientific and technical, the relative weight of
environmentally sensitive companies decreases. Economical and financial profitability is
higher in the SMEs with an “Innovative SME” label than in the group of innovative SMEs
that are also environmentally sensitive. Thus, the third hypothesis is not fulfilled when it
was states that the enterprises located in the Valencian Community (east Spain) with an
“Innovative SME” label are environmentally sensitive and obtain higher economical and
financial profitability. Therefore, innovation in environmental aspects is not a driver of
increased profitability.

Table 15. Comparative analysis of the economical and financial performance of “Innovative SME” and those that are
environmentally sensitive.

Group
Code Description

Innovative Label Environmentally Sensitive

No. % Economical
Profitability

Financial
Profitability No. % Economical

Profitability
Financial

Profitability

C Manufacturing
industry 255 49.71% 7.08% 13.68% 135 61.60% 7.79% 14.73%

G Wholesale and
retail 60 11.70% 6.21% 13.46% 19 8.70% 7.27% 16.20%

J Information and
communications 74 14.42% 7.78% 18.32% 14 6.40% −1.40% −0.42%
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Table 15. Cont.

Group
Code Description

Innovative Label Environmentally Sensitive

No. % Economical
Profitability

Financial
Profitability No. % Economical

Profitability
Financial

Profitability

M
Professional,
scientific and

technical activities
80 15.59% 26.58% 43.22% 30 13.70% −4.66% 15.70%

10 others 44 8.58% 21 9.60%

Total 513 100.00% 10.20% 19.40% 219 100.00% 5.73% 14.90%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

Employment growth per enterprise and job creation for the 2015–2019 period were
similar for all the innovative and environmentally sensitive SMEs (see Table 16). In job
creation terms, no difference was found between the SME with an innovation label and
those also with environmental indicators; i.e., they were sensitive to the issue. Therefore,
the fourth hypothesis is not fulfilled when it states that the enterprises located in the
Valencian Community (east Spain) which, apart from having an innovation label and being
more environmentally sensitive, have greater social sustainability.

Table 16. Comparative analysis of the social performance of “Innovative SME” and environmentally sensitive SME.

Group
Code Description

Innovative Label Environmentally Sensitive

Average
Employment

per Enterprise
2019

Average
Employment
Growth per
Enterprise
2015–2019

Employment
Growth %
2015–2019

Average
Employment

per Enterprise
2019

Average
Employment
Growth per
Enterprise
2015–2019

Employment
Growth %
2015–2019

C Manufacturing
industry 62.1 13.1 51.40% 73.49 15.19 47.30%

G Wholesale and retail 47.8 12.9 73.70% 67.79 25.42 117.30%

J Information and
communications 37.2 15.8 129.00% 91.00 40.71 203.00%

M Professional, scientific
and technical activities 27 7.6 90.00% 41.13 8.9 55.40%

Total general 50.1 12.6 74.80% 49.66 12.33 73.13%

Source: the authors based their research on Spanish Ministry of Science and Innovation data [121] and SABI®.

5. Discussion

Since the 60s of the 20th century, society has become aware of the impossibility of
continuing with the unlimited growth paradigm [48] and the need for a new model [49–51]
that takes into account social aspects and respect for the environment [52]. This means
that development is no longer evaluated solely on production–growth basis, but that
other challenges related to improving the population living conditions, preserving the
environment and maintaining natural resources must also be addressed, so that not only
short-term, but also long-term effects, are taken into account. The measures carried out
in the present must ensure the present population well-being without jeopardizing future
generations well-being [52].

This paper focuses on exploring, at the level of firms and, more specifically, SMEs in
a limited local environment, to what extent innovation carried out by firms contributes
to sustainable development in its three main pillars: economic, social and environmental.
Although its application in SMEs is still in its infancy, responsible research and innovation
can have a positive economic, social and environmental impact [122].The study carried out
with SME in the Valencian Community, it can be started that of a set of 513 companies with
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an “Innovative SME” label awarded by the Spanish Ministry of Science and Technology,
60.62% of these labels were still currently in force.

Hypothesis 1 refers to the first pillar, economic sustainability, understood as the ability
of companies to remain in the market in the long term. The measurement variables in
this case were based on the results, from the data provided in the annual accounts of
the companies in relation to economic and financial profitability. The analyses confirmed
the first hypothesis, the companies with an “Innovative SME” label generated higher
economical and financial profitability and were, thus, significantly more economically
sustainable, coinciding with the results achieved in other previous works [83,85,88]. In
other words, innovation is a driver of SME’s economical sustainability.

The second hypothesis focuses on social sustainability as measured by the capacity to
generate employment, comparing innovative companies with all companies in the region
for each sector considered. The results of the analysis lead to the conclusion that the
companies with an “Innovative SME” label created proportionally more jobs than SME
in general. Based on this premise, innovative firms were more capable of generating
employment, which had a stronger impact on the income and welfare of the residents
in their area. So, this affirmed that innovation is a driver of social sustainability. These
results are consistent with other studies that also find a positive relationship between social
sustainability and innovation [81,83,91]. Although we have evaluated social sustainability
based on the generation of employment, a more in-depth and complete evaluation will
require more metrics that allow us to appreciate the company’s contribution to the social
sustainability of the territory. The employment generation should be completed with
analyses that contemplate the employment quality in terms of salary level, degree of
stability or temporality. Aspects related to occupational health and employees’ satisfaction
degree in their jobs should also be included. In addition, it is interesting to take into account
the company’s policy on gender and social inclusion.

Thirdly, the environmental pillar has been approached from the point of view of
environmentally certified companies within the group of innovative companies. Although
we know that obtaining certification is not a guarantee that companies innovate in terms
of environmental sustainability, the concern for obtaining certification denotes a certain
environmental sensitivity. By considering within the set of innovative companies only
those with environmental certification and making a comparison with the set of innovative
companies by sector, we can assess whether environmental sensitivity has an impact on
economic (third hypothesis) and social sustainability (fourth hypothesis). Our studies
showed that the third and fourth hypotheses were not fulfilled. Regarding the third
hypothesis, which refers to the economical sustainability of the SME with an “Innovative
SME” label that also have some indicator showing environmental sensitivity, such as
ISO 14001 or its equivalent, the results showed that compared with the total number of
companies with an innovative label, the companies that also have environmental sensitivity
did not obtain higher economical and financial profitability, but these were, rather, lower,
albeit not significantly so.

Regarding the fourth hypothesis, which analyzes the social sustainability of innovative
companies with environmental sensitivity compared with innovative companies as a whole.
In terms of job creation, no difference was found between SMEs with an innovation label
and those that also with environmental indicators. Based on the results obtained in other
studies, when innovation and environmental sensitivity and/or orientation are treated
together, the results do not coincide [104,105,110–112].

This work has its limitations. Firstly, in the analysis of economic and social sustainabil-
ity, the economic and financial profitability for the former and the employment generation
for the latter for a period of 5 years have been used as metrics. It is considered that, as
sustainability is a long-term concept, it would be advisable to carry out these studies for a
longer period of time.

Secondly, in the case of social sustainability, it would be necessary to consider addi-
tional variables to employment generation, such as contractual conditions, salary levels or
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the workers situation in the company. It would also be interesting to know the measures
carried out by the company in aspects related to gender, insertion, training, inclusion and
conciliation, participation and health of workers [123,124] and in the supply chain [125].
These aspects will allow us to further analyze the impact of companies on employee and
population well-being.

The third constraint relates to environmental sustainability. The companies’ contribu-
tion to environmental sustainability requires more complex information. Environmentally
sustainable innovation can be a response to a variety of factors. The contribution to envi-
ronmental sustainability can come both from an adaptation to requirements imposed by
regulations, cost reduction, and factors originating from adaptation to new market needs
versus more environmentally conscious consumer attitudes [126].

Fourthly, it is also necessary to emphasize that the work carried out is limited to a
specific and relatively small territory in Spain, so it would be advisable to extend the study
territory to other regions or countries.

To conclude with the limitations of the study, it seems appropriate to take a critical
look at the aspects of a company that are valued when speaking of its contribution to
sustainability. Since the second half of the last century, the concept of development has
evolved from focusing exclusively on production growth to becoming aware of the growth
limits, the impossibility of infinite production growth, and incorporating aspects related
to the population well-being and environmental conservation. It does not seem that this
transformation has taken place at the company level. If, from the macro point of view,
we have stopped considering development as something linked only to production or
economic activity, this paradigm shift will also be necessary at the company level. We
should reflect on the aspects that should be taken into account to evaluate the success of a
company beyond its generation of economic results [127]. While it is true that many com-
panies currently carry out actions that have an impact on the population well-being, these
measures must be compatible with good economic results, i.e., they must be transformed
into revenue or cost reduction. Perhaps the company should be valued and rewarded
not only for monetary results, something that benefits only the owners, but also for those
aspects that have an impact on society, such as quality employment or inclusion and the
search for gender equality, issues that, although they do not directly benefit the owners,
do benefit society. Years ago, awareness of negative externalities, specifically pollution
generated by the companies’ activity, was raised as a market failure. In market allocation,
the market only takes into account private costs, and by not incorporating external costs,
resources are not allocated in the most efficient way for society. Environmental policies aim
to internalize these costs so that they reflect the real cost to society. In the case of companies,
in general terms, capital, both own and external financing, is directed to those activities
that are capable of generating an adequate return, in terms of profit, on invested capital.
Companies must pursue this profitability in order to remain in the market. Today, the
pursuit of sustainability must be compatible with the achievement of adequate profitability,
and it is possible that this contingency limits the speed of pursuit and implementation of
actions for sustainability. Just as the paradigm of development has changed, incorporating
aspects not related to monetary results, the companies’ results could be valued not only
by economic results based on profitability as a return on the capital invested by their
owners, but also by the results for society that affect the welfare of the population and the
conservation of the environment.

6. Conclusions and Future Research

Based on the first hypotheses, the companies with an “Innovative SME” label gen-
erated higher economical and financial profitability. It can be affirmed that innovative
companies are more economically sustainable.

Regarding social sustainability, taking into account that SMEs have greater difficulty
in implementing measures aimed at achieving social sustainability than larger companies
our study reveals that within SMEs innovative companies have greater capacity to create
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jobs, which means that they more strongly impact the income and welfare of the residents
in their area. This confirms our second hypothesis endorsing that innovation is a driver of
social sustainability.

Regarding the third hypothesis, the enterprises with an innovation label and which are
also environmentally sensitive obtain better results in economical and financial profitability
terms; the results obtained from the study indicate that innovative and environmentally
sensitive companies are not more economically sustainable. In other words, being environ-
mentally sensitive innovative firms is not an advantage over economical sustainability, we
conclude that the third hypothesis is not fulfilled: being environmentally sensitive is not a
driver of economic sustainability.

The results of the fourth hypothesis also indicated that, in the group of innovative
firms, environmentally sensitive firms do not contribute more to job creation. Thus, we can
state that, after innovation has taken place, being environmentally sensitive is not a driver
of social sustainability.

Future research should be oriented towards identifying new metrics for assessing
economic, social and environmental sustainability, especially the latter two. With regard
to social sustainability, information should be gathered on the company’s behavior with
respect to its employees beyond the generation of employment. In order to be able to
conclude in greater depth the contribution to society, the characteristics of the employment
generated must be taken into account, both in terms of remuneration and the worker’s
conditions in the workplace. The contribution to the well-being of the population is also
directly related to the measures of insertion and contribution to the reduction of inequalities.
As for environmental sustainability, it is necessary to investigate how to delimit and obtain
information on all the actions carried out by the company that contribute to environmental
conservation. Although we know that environmental certifications do not ensure that
companies carry out actions that end up having an impact on environmental sustainability,
there are companies that, not having such certification, promote, as consumption habits,
actions that do contribute to it, as is the case of many companies related to the collaborative
economy. Thus, the actions carried out by companies that contribute to environmental
sustainability are an aspect that presents a significant complexity.

In order to clarify the extent to which innovation is a driver for sustainability, future
research should delve deeper into actions and strategies carried out by innovative compa-
nies, which requires qualitative information complemented by quantitative information.
Knowing to what extent companies focus their activity on innovation and what results they
achieve from this will also be useful, firstly to identify the difficulties faced by companies
and, secondly, to provide useful information for the design of policies and actions aimed
at stimulating innovation, taking into account the specific environment in characteristics
which the company operates.
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