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Keywords: Purpose: This study aims to investigate how small and medium-sized enterprises
Sustainable business ethics; (SMEs) can effectively integrate sustainable business ethics, corporate social
Corporate social responsibility; responsibility (CSR), and corporate governance into their operations. The study
SMES;. gqrporate. governance; explores how these elements contribute to long-term business sustainability
Sustainability practices. despite the resource constraints often faced by SMEs.

Research Design and Methodology: This research utilizes a qualitative
systematic literature review, analyzing existing literature on sustainable business
ethics, CSR, and governance, focusing on SMEs. The review identifies the
interrelationship between ethical principles, stakeholder engagement, and
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g?iﬁigiterslied E5 8 peiEritl GEnihE: Findings and Discussion: The study reveals that SMEs can adopt sustainability

practices by leveraging innovation, resource efficiency, and strong stakeholder
relationships. It supports the hypothesis that ethical business practices are
Copyright © 2024 AJEB. All rights integral to achieving sustainability and competitive advantage. Furthermore,
SRR governance structures are essential for maintaining accountability and ensuring
the effective implementation of sustainability initiatives.

Implications: The research highlights the importance of governance frameworks
and transparent reporting mechanisms for practical applications in strengthening
stakeholder trust and enhancing business performance. The findings contribute
to academic discussions on the role of SMEs in sustainability, offering actionable
strategies for businesses to integrate ethical principles and sustainability
practices even with limited resources.

Introduction

In the evolving landscape of global business, integrating sustainable business ethics has become a
pivotal issue as corporations are increasingly held accountable for their social and environmental
impacts. Recent studies emphasize that companies are no longer evaluated solely by their financial
performance but also on their ability to contribute positively to society and the environment. The
challenge lies in aligning corporate profit motives with ethical sustainability practices, particularly in
response to urgent issues like climate change, resource depletion, and social inequalities. Research
by Lee & Fu (2024) highlights the importance of developing sustainable business models (SBMs) that
align with corporate responsibility. It notes that firms must shift their value-creation processes to
encompass social and environmental goals alongside economic objectives. Similarly, Bennett et al.
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(2018) underscore the critical role of environmental stewardship in business, advocating for a
conceptual framework that prioritizes sustainability and stakeholder engagement.

The increased focus on environmental ethics has also led to a rise in corporate strategies to
minimize environmental impacts while maintaining competitive advantages. Banerjee et al. (2003)
argue that companies with strong environmental ethics, including green innovation, meet regulatory
demands and benefit from enhanced corporate reputation and customer loyalty. Additionally, Benitez
et al. (2020) suggest that the strategic integration of sustainability and ethical business practices can
drive long-term financial performance. The growing body of literature provides a clear consensus:
Businesses that fail to adopt ethical and sustainable practices risk damaging their reputations and
losing consumer trust, reiterated by multiple recent studies (Bennett et al., 2018). The findings
suggest that ethical sustainability is a moral imperative and a business strategy critical for long-term
success. Recent research underscores the crucial role of corporate responsibility, ethics, and
sustainability in shaping sustainable business practices. Filho et al. (2024) highlight how integrating
ethical standards and sustainability frameworks improves decision-making and customer satisfaction.
Similarly, Varzaru et al. (2021) identify corporate governance, social responsibility, and business
ethics as critical drivers of organizational performance and sustainable development. Lee & Fu
(2024) further emphasize the need to align corporate actions with environmental, societal, and
economic considerations, incorporating a long-term perspective and stakeholder engagement. These
studies demonstrate that ethical corporate governance and sustainable practices are essential for
regulatory compliance, corporate reputation, financial performance, and long-term success in the
global market (Sarma et al., 2024).

Despite substantial corporate responsibility and sustainability research advancements, empirical
and theoretical frameworks must address several vital gaps. One significant gap lies in the
overemphasis on large multinational corporations, as highlighted by (Filho et al., 2024). While much
of the literature focuses on how these corporations integrate ethics and sustainability, smaller
enterprises, particularly SMEs, often must be included in the conversation. This neglect of SMEs
presents a critical empirical gap, as smaller businesses face unique challenges in adopting sustainable
business practices due to limited resources and infrastructure (Varzaru et al., 2021). Furthermore, the
current body of research largely fails to consider how these businesses can balance the trade-offs
between immediate profitability and long-term sustainability. On the theoretical front, most studies
have treated corporate social responsibility (CSR) and sustainability as distinct and separate
constructs, often neglecting how these concepts intersect with broader ethical principles. For
instance, CSR initiatives are frequently discussed in isolation without considering the broader
implications of corporate governance and business ethics, as Sarma et al. (2024) noted. This oversight
has limited our understanding of how ethical frameworks can be effectively integrated into
sustainability practices. Moreover, while existing research demonstrates the financial and reputational
benefits of sustainable practices Ortiz - de - Mandojana & Bansal (2016), few studies explore the long-
term implications of these practices on business strategy, particularly regarding environmental
impacts. The current literature calls for more comprehensive studies that explore the intersection of
ethics, sustainability, and governance in a way that applies to businesses of all sizes.

The novelty of this research lies in its attempt to bridge the gap between empirical and theoretical
discussions on sustainable business ethics, particularly by focusing on small and medium-sized
enterprises (SMEs), which have been largely overlooked in previous studies. While most existing
research has concentrated on large corporations, this study explores how SMEs can adopt sustainable
practices despite their limited resources. This research also integrates corporate social responsibility
(CSR), business ethics, and corporate governance into a unified framework, which needs to be
addressed more in the literature. By examining how ethical principles such as transparency,
accountability, and long-term stakeholder engagement can be embedded into sustainability strategies,
this research expands on previous work that tends to isolate these concepts (Filho et al., 2024) (Sarma
et al., 2024). This study seeks to answer the primary research question: How can businesses,
particularly SMEs, effectively integrate sustainable business ethics into their core operations,
balancing profitability with social and environmental responsibilities? To address this, the research
aims to explore practical strategies for incorporating ethical principles into sustainability practices,

229


https://doi.org/10.60079/ajeb.v2i4.351

Advances: Jurnal Ekonomi & Bisnis, 2(4), 2024. 228 - 240
DOI: https://doi.org/10.60079/ajeb.v2i4.351

identify the factors contributing to successful implementation, and understand corporate governance'’s
role in ensuring these practices lead to long-term business success. Through this approach, the study
aims to provide new insights into how businesses can achieve sustainability as a regulatory requirement
and a core component of their business strategy.

Literature Review

The Evolution of Business Ethics

Business ethics has evolved significantly, shifting from a primary focus on profit maximization to
a more comprehensive approach that includes social responsibility and environmental stewardship
(Wickert, 2021). Historically, businesses prioritized shareholder value and often overlooked their
societal and environmental impact. However, the increasing global awareness of climate change,
social inequality, and resource depletion has altered this perspective. Haski-Leventhal (2021) observes
that modern business ethics now recognize the interconnectedness of corporate actions with
environmental and social outcomes, reflecting broader corporate responsibility. This evolution has
been driven by changing societal expectations. Stakeholders, including consumers, investors, and
regulators, now demand that businesses account for their social and environmental responsibilities
(Zhang & Yang, 2021). According to (Yuan et al., 2020), ethical obligations are increasingly central to
corporate strategy. Today, businesses are held accountable not only by regulatory bodies but also by
socially conscious consumers and investors, who expect companies to adopt ethical practices in all
areas of operation, from supply chains to environmental conservation.

One of the most significant drivers of this shift is the growing concern over climate change.
Companies are now under increased pressure to reduce their carbon footprints and embrace
sustainable business practices. Bennett et al. (2018) argue that environmental stewardship is a critical
component of ethical business operations, with companies expected to minimize their environmental
impact while actively promoting sustainability. This has also influenced consumer behavior, with many
opting for brands committed to environmental sustainability. Another factor shaping the evolution of
business ethics is the rising concern over social inequality. Businesses face greater scrutiny regarding
the treatment of workers and the communities in which they operate. Filho et al. (2024) highlight that
addressing social inequality is essential for businesses to maintain legitimacy. Companies are now
expected to ensure fair labor practices and contribute to social equity, reflecting a broader
understanding of corporate responsibility (Shayan et al., 2022). Exploiting natural resources has also
forced companies, especially in industries such as mining and energy, to reassess their environmental
practices. Varzaru et al. (2021) note that unsustainable resource extraction has led to irreversible
environmental damage, pushing companies to adopt more responsible practices. This shift is driven by
regulatory pressures and the realization that environmental sustainability is critical to long-term
business success.

Stakeholders play an essential role in promoting sustainable business practices. Consumers,
investors, and regulators increasingly demand transparency and accountability from companies.
Stojanovic et al. (2020) emphasize that businesses that actively engage stakeholders in decision-
making are better equipped to identify risks, innovate, and build stronger brand loyalty. This
stakeholder engagement has become a vital component of modern business ethics, as companies that
fail to meet expectations risk losing market share and damaging their reputations. Integrating ethics
into business strategy is now a necessity for companies. Sarma et al. (2024) argue that businesses must
align their strategies with ethical principles, particularly in supply chain management, community
engagement, and environmental sustainability. Companies that embed ethics into their strategies are
better positioned to mitigate risks, enhance their reputation, and strengthen stakeholder relationships
(Svendsen, 1998). Sustainable business practices, especially those focused on environmental
stewardship, are crucial for long-term success. Companies that fail to adopt sustainability into their
operations risk regulatory penalties and reputational harm. Lee & Fu (2024) contend that businesses
that take proactive environmental actions are better prepared to navigate changing regulatory
landscapes and consumer preferences, positioning them for future growth.
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The Role of Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) has become an essential aspect of modern business strategy,
integrating ethical concerns into the core of corporate operations. Carroll (2021) defines CSR through
four main dimensions: economic, legal, ethical, and philanthropic responsibilities. These dimensions
emphasize profitability and a company's obligation to comply with laws, adhere to ethical standards,
and contribute to societal well-being through charitable initiatives. CSR bridges the company's
financial goals and broader societal role in this framework (Wang & Sarkis, 2017). CSR is a profitability
tool and a strategic approach to fulfilling societal needs. Companies implementing CSR effectively can
enhance their corporate reputation, gain customer loyalty, and improve overall financial performance.
Varzaru et al. (2021) highlight that businesses engaged in CSR practices experience greater consumer
trust and increased stakeholder support. In particular, CSR programs focused on sustainability—
addressing issues such as climate change and gender equality—are crucial for long-term business
success. These programs help companies align their goals with societal needs, boosting their market
position.

The positive impacts of CSR on corporate reputation and business performance are well
documented. Companies that actively promote CSR often build stronger consumer and stakeholder
relationships. Akbari et al. (2020) argue that CSR helps businesses establish brand loyalty, particularly
in today's market, where consumers prefer brands that demonstrate social responsibility. Investors are
increasingly drawn to companies with strong CSR credentials, as these companies are seen as being
more resilient and sustainable in the long term (Hancock, 2004). Despite these advantages,
implementing CSR takes much work. One of the main issues is the rise of "greenwashing,” where
companies exaggerate their social or environmental efforts without meaningful changes to their
operations. Sarma et al. (2024) note that greenwashing can severely harm a company's reputation and
lead to a loss of consumer trust. When customers recognize that a company's CSR initiatives are
disingenuous, they often shift their loyalty to competitors with more transparent and authentic
practices. This highlights the importance of genuine commitment to CSR, ensuring that companies'
actions align with their publicized efforts.

The implementation of CSR varies across industries. Large corporations may have the resources to
pursue comprehensive CSR initiatives, while small and medium-sized enterprises (SMEs) often face
financial and operational constraints (Barros et al., 2013). Additionally, industry-specific challenges
shape how CSR is adopted. For instance, the manufacturing sector may prioritize reducing
environmental impacts like carbon emissions and waste management. At the same time, service-
oriented industries focus on improving social impacts, such as employee welfare and community
engagement (Luu, 2019). Global trends, such as climate change and social inequality, underscore the
growing necessity of CSR as a core business strategy. Businesses that need to incorporate CSR into
their operations risk falling behind competitors that adapt to these evolving market demands. CSR has
moved from a supplementary program to a strategic imperative, allowing companies to capitalize on
new opportunities while mitigating risks associated with unsustainable practices.

Integration of Environmental Stewardship

Environmental stewardship is an essential aspect of sustainable business practices, emphasizing
the responsibility of companies to minimize their environmental impact while contributing to the
preservation of natural resources. In growing global challenges like climate change and biodiversity
loss, businesses are increasingly expected to adopt sustainable practices (Bennett et al., 2018). This
shift reflects a move beyond regulatory compliance, positioning environmental stewardship as a core
element of long-term business success. Environmental stewardship is crucial because it ensures both
environmental sustainability and business viability. Companies face pressure from consumers,
investors, and regulators to demonstrate their commitment to responsible environmental practices
(Lee & Fu, 2024). Businesses that integrate environmental stewardship into their operations reduce
their ecological footprint and enhance their reputation and stakeholder trust. Varzaru et al. (2021)
argue that stakeholders view companies adopting responsible environmental practices more favorably,
leading to stronger brand loyalty and competitive advantages.
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The critical practices in environmental stewardship include reducing greenhouse gas emissions,
conserving water, and implementing circular economy principles. The circular economy focuses on
reducing waste and increasing resource efficiency, which leads to operational benefits for companies
(Tukker, 2015). Environmental stewardship also involves promoting biodiversity, ensuring that
businesses contribute positively to ecosystems. Companies that take a proactive approach to these
issues often gain operational efficiencies and a competitive edge in the market (Lee & Fu, 2024).
Environmental stewardship provides significant business benefits. Companies that invest in green
technologies and sustainable supply chains often experience long-term cost savings and improved
efficiency (Varzaru et al., 2021). Reducing energy consumption and waste also helps businesses lower
operational costs while attracting environmentally conscious consumers. Lee & Fu (2024) further argue
that companies that adopt sustainability measures are better equipped to meet evolving regulatory
and consumer demands, positioning them for future growth.

Stewardship also involves regeneration efforts, where businesses actively restore ecosystems
through initiatives like reforestation and wetland restoration (Bennett et al., 2018). These practices
help companies meet sustainability goals and improve their market standing by demonstrating
leadership in environmental responsibility. As sustainability becomes a core concern for consumers,
businesses that engage in regenerative efforts will likely outperform competitors that lag in
environmental practices. While environmental stewardship offers many benefits, there are challenges.
For many companies, especially small and medium-sized enterprises (SMEs), adopting green
technologies or transitioning to renewable energy can be prohibitive (Toromade, 2024). Resistance to
change from within the organization can hinder the implementation of sustainable initiatives.
Overcoming these obstacles requires strong commitment and innovation. Companies that persevere
with environmental stewardship will likely see long-term returns, including lower costs and stronger
stakeholder relationships (Ortiz - de - Mandojana & Bansal, 2016).

The Role of Stakeholders in Promoting Sustainability

Stakeholder theory, introduced by Freeman et al. (2018), emphasizes the importance of
considering the interests of all parties affected by a company's operations. These stakeholders include
shareholders, customers, employees, suppliers, communities, and the environment. This approach
challenges the traditional focus on maximizing shareholder value and encourages a broader
perspective integrating social and environmental concerns into corporate strategies (Battilana et al.,
2022). In sustainable business ethics, stakeholder theory provides a robust framework for aligning
corporate actions with societal expectations. By engaging with diverse stakeholder groups, businesses
can create value for all involved parties, ensuring long-term sustainability. This theory promotes
transparency, accountability, and ethical behavior as businesses seek to meet the expectations of a
wider audience. Long-term success is more achievable when companies build strong relationships with
their stakeholders, balancing financial goals with social responsibility. This broader focus helps
mitigate risks and enhances brand reputation, innovation, and stakeholder loyalty (Jones et al., 2018).
In essence, stakeholder theory serves as a guide for businesses to navigate complex ethical landscapes
by promoting the integration of sustainability into their core business practices.

Engaging stakeholders in decision-making is highly effective in driving sustainability efforts.
According to Fosu et al. (2024), companies that actively involve stakeholders in shaping their
sustainability strategies can better identify potential risks, foster innovation, and improve brand
loyalty. For example, businesses that consult with customers on eco-friendly products or collaborate
with employees on sustainable workplace practices often find that these initiatives lead to more
successful outcomes and stronger stakeholder relationships. This engagement enhances trust and
legitimacy, as stakeholders feel their voices are being heard (Freeman, 2007). The rise of
Environmental, Social, and Governance (ESG) criteria in the investment world highlights the growing
influence of stakeholders, particularly investors, in promoting corporate sustainability (Dmuchowski
et al., 2023). ESG criteria provide a framework for evaluating a company's environmental, social, and
governance performance, and businesses with strong ESG credentials are increasingly favored by
investors. As Varzaru et al. (2021) noted, investors now see companies that excel in ESG performance
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as less risky and more sustainable in the long term. This trend underscores how financial stakeholders
are critical in encouraging companies to adopt more responsible practices.

Consumers also wield significant influence over corporate behavior by using their purchasing power
to support businesses that align with their values. As modern consumers become more informed about
the environmental and social impact of their buying decisions, they are more likely to choose products
from companies that demonstrate a commitment to sustainability (Crane et al., 2019). Additionally,
Eccles et al. (2014) argue that businesses investing in ESG initiatives attract ethical consumers and
strengthen their market position, as these efforts often result in higher customer loyalty and brand
reputation. The power of stakeholders extends beyond financial and consumer influence. Communities
and civil society organizations also play an essential role in holding companies accountable for their
environmental and social impact. Through activism, public campaigns, or direct engagement with
businesses, these groups can push companies to adopt more ethical and transparent practices (Crane
et al., 2019). This pressure for accountability ensures that companies are continuously working to
meet the expectations of all their stakeholders.

Long-Term Benefits of Embedding Sustainability in Corporate Strategies

Integrating sustainability into corporate strategies has evolved from ethical responsibility to a
competitive advantage in today's business environment. Companies prioritizing sustainability fulfill
their social responsibilities and position themselves for long-term success. Research by Filho et al.
(2024) shows that businesses adopting sustainable practices are better prepared to navigate changing
market conditions, regulatory shifts, and evolving consumer demands. This proactive approach
enhances companies’ ability to align their objectives with environmental and social goals, making them
more resilient and adaptable in the long run. One of the critical benefits of embedding sustainability
into corporate strategies is its positive impact on financial performance. Companies focusing on
sustainability often experience increased operational efficiency and cost reductions (Naidoo &
Gasparatos, 2018). Sarma et al. (2024) found that businesses investing in reducing their carbon
footprint or enhancing energy efficiency frequently see reduced operating costs and increased
profitability. Additionally, sustainable practices can help companies avoid financial penalties for
failing to meet environmental regulations, such as carbon taxes and waste fines (Opschoor & Turner,
1994). By adopting these practices, companies also "future-proof” their operations, ensuring
compliance with stricter environmental standards and remaining competitive in an evolving regulatory
landscape.

Improved risk management is a crucial advantage of integrating sustainability into corporate
strategies. Companies that invest in environmental stewardship and green technologies are better
equipped to handle risks associated with climate change, resource scarcity, and evolving regulations.
According to Ortiz - de - Mandojana and Bansal (2016), businesses that adopt sustainable practices
early reduce their vulnerability to disruptions caused by environmental policy changes. Transitioning
to renewable energy and minimizing reliance on non-renewable resources allows companies to build
a buffer against price volatility and resource shortages (Mercure & Salas, 2013). This strategic shift
enhances operational stability and provides a competitive edge as companies align with broader
sustainability trends. As regulatory frameworks around sustainability continue to tighten, businesses
prepared with sustainable practices are more likely to thrive in an increasingly eco-conscious market.

Beyond financial and risk-related benefits, sustainability strengthens customer loyalty and
improves a company's competitiveness. Consumers are increasingly aware of the environmental and
social impacts of their purchases. Filho et al. (2024) found that consumers are likelier to remain loyal
to brands actively engaged in sustainable practices. Businesses that demonstrate their commitment
to sustainability through eco-friendly sourcing, product transparency, and responsible supply chains
gain the trust of environmentally conscious consumers (Chun et al., 2021). This increased brand loyalty
drives sales and boosts a company's reputation as a sustainability leader. Aligning corporate strategies
with global sustainability goals, such as the United Nations' Sustainable Development Goals (SDGs),
further enhances competitiveness. Sarma et al. (2024) highlight that companies supporting the SDGs
fulfill their corporate social responsibility and improve their market position by aligning with
stakeholder expectations. This alignment with global sustainability efforts opens new business
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opportunities, mainly as consumers, investors, and governments increasingly prioritize businesses,
demonstrating a solid commitment to environmental and social well-being.

Research Design and Methodology

Study Design
This research employs a qualitative systematic literature review (SLR) design. The SLR method
involves systematically collecting, analyzing, and synthesizing relevant literature to provide a
comprehensive overview of a specific topic—in this case, the long-term benefits of embedding
sustainability in corporate strategies. The approach ensures that the literature review is methodical,
transparent, and replicable, allowing for the identification of key trends, gaps, and patterns in existing
studies.

Sample Population/Subject of the Research
The research focuses on studies published in academic journals, books, and reputable sources that
discuss the integration of sustainability into corporate strategies. These sources are selected based on
relevance, focusing on financial benefits, risk management, customer loyalty, and alignment with
global sustainability goals. The sample population comprises peer-reviewed articles from 2018 onward
to ensure the inclusion of recent developments and insights.

Data Collection Techniques and Instrument Development
Data collection is conducted through comprehensive searches of electronic databases such as
Google Scholar, Scopus, and Web of Science. The search uses specific keywords and phrases, including
"sustainability,” "corporate strategy,” "financial performance,” and "risk management.” Inclusion and
exclusion criteria filter studies that meet the research objectives. Instruments include a coding system
to categorize critical themes and findings from the collected literature.

Data Analysis Techniques
The collected data are analyzed using thematic analysis, where the literature is coded based on
recurring themes and concepts. The themes are then synthesized to draw broader conclusions about
the long-term benefits of sustainability in corporate strategies. The synthesis process involves
comparing and contrasting findings from different studies to identify consensus, contradictions, and
areas for further research. The analysis emphasizes qualitative insights and quantitative evidence from
the reviewed studies.

Findings and Discussion

Findings

In the context of sustainable business practices, Small and Medium Enterprises (SMEs) often face
unique challenges, primarily due to limited resources and capacity. Nevertheless, the role of SMEs in
sustainability must be considered. Recent studies have highlighted the potential of SMEs to adopt
sustainable practices that align with their scale and resources while contributing significantly to
economic and social value creation. This section explores how SMEs integrate sustainability into their
core operations, focusing on business ethics, Corporate Social Responsibility (CSR), corporate
governance, and the critical role of transparency, profitability, and stakeholder engagement. The first
key finding from this study highlights that SMEs can adopt sustainable business practices despite their
inherent resource constraints. While much of the existing literature focuses on large corporations with
substantial resources to invest in sustainability, SMEs are often perceived as needing more capacity.
However, this study demonstrates that SMEs can create sustainable value by leveraging more efficient,
resource-sensitive strategies. For instance, SMEs can engage in sustainable practices by optimizing
local resources, adopting energy-efficient technologies, and building stronger ties with local
communities. By doing so, SMEs contribute to the broader sustainability agenda while enhancing their
resilience and competitiveness. This aligns with Filho et al. (2024) research, which found that SMEs
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are well-positioned to implement tailored, low-cost sustainability strategies that address economic
and social challenges.

The study emphasizes the integration of business ethics, CSR, and corporate governance as a
unified framework for fostering long-term sustainability. Unlike previous research that treats these
concepts separately, this study highlights how SMEs can benefit from combining these elements to
create a more holistic approach to sustainability. Business ethics provides the moral foundation for
decision-making, ensuring that SMEs prioritize fairness, transparency, and accountability. Meanwhile,
CSR initiatives allow SMEs to extend their impact beyond profit-making by addressing their
communities’ social and environmental needs. Corporate governance further supports this integration,
establishing the structures and systems necessary to implement sustainable practices effectively.
According to Sarma et al. (2024), aligning ethics, CSR, and governance creates a comprehensive
approach that enhances a company's reputation, stakeholder trust, and long-term success.
Transparency and accountability also emerged as crucial components of sustainable business practices.
In the context of SMEs, transparency involves being open and honest about business operations,
particularly regarding environmental and social impacts. Accountability refers to SMEs' responsibility
to follow through on their sustainability commitments and ensure their actions align with stated
objectives. The study found that SMEs prioritizing transparency and accountability build stronger
relationships with stakeholders, including customers, investors, and local communities. These
businesses demonstrate their commitment to ethical practices by maintaining open lines of
communication and being receptive to feedback. This is consistent with Watson and Williams' (2021)
findings, which suggest that transparency in sustainability initiatives enhances stakeholder trust and
fosters greater loyalty.

The study explores the impact of sustainability on profitability and business longevity. One of the
critical insights is that sustainability should not merely be viewed as a regulatory requirement but as
a strategic advantage that supports long-term profitability. SMEs that successfully integrate
sustainability into their operations often experience improvements in operational efficiency, reduced
energy costs, and enhanced brand reputation. Furthermore, by proactively adopting sustainable
practices, SMEs can avoid regulatory risks such as carbon taxes and environmental fines, which could
otherwise hinder their growth. This finding resonates with research by Eccles et al. (2014), which
indicates that companies that incorporate sustainability into their core strategies are better positioned
to mitigate risks and capitalize on emerging market opportunities. Another important finding of the
study is identifying key factors contributing to the successful implementation of sustainability
strategies in SMEs. One of the most significant factors is strong leadership commitment. Leaders who
are genuinely committed to sustainability can drive the integration of ethical principles and
sustainable practices into the organization's culture and operations. Stakeholder engagement plays a
pivotal role in the success of sustainability initiatives. SMEs involving stakeholders—employees,
customers, suppliers, and local communities—are more likely to develop sustainability strategies that
reflect these groups’ needs and expectations. By fostering collaboration and dialogue, SMEs can create
a sense of shared responsibility for sustainability outcomes. This approach aligns with Filho et al.
(2024), who emphasize the importance of stakeholder engagement in achieving sustainability goals.

Innovation within business processes also emerged as a critical driver of sustainability in SMEs. The
study highlights how SMEs can leverage innovation to create environmentally friendly products, reduce
waste, and enhance energy efficiency. By adopting innovative practices, SMEs can differentiate
themselves in the market and appeal to environmentally conscious consumers. Furthermore,
innovation allows SMEs to remain adaptable in the face of evolving regulatory and market conditions.
This finding is supported by the work of Sarma et al. (2024), who argue that innovation is essential for
businesses to maintain competitiveness and relevance in a sustainability-driven marketplace. Lastly,
the study underscores the critical role of corporate governance in ensuring that sustainability
initiatives are effectively implemented and monitored over time. Good governance practices provide
oversight and accountability mechanisms to translate sustainability commitments into actionable
outcomes. The study found that SMEs with solid governance structures are more successful in
maintaining their sustainability efforts over the long term, as they have transparent processes for
tracking progress, measuring impact, and adjusting strategies as needed. This aligns with the findings
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of Jones et al. (2018), which suggest that effective corporate governance is essential for sustaining
ethical business practices and ensuring long-term organizational success.

Discussion

The results of this study highlight several critical insights into how sustainable business ethics,
corporate responsibility, and environmental stewardship can be integrated into corporate strategies,
particularly for small and medium-sized enterprises (SMEs). The findings offer a comprehensive
interpretation of how ethics shape long-term business sustainability, how governance ensures the
implementation of sustainability practices, and how SMEs, despite resource limitations, can contribute
significantly to global sustainability goals. The results show that SMEs, often perceived as having
limited capacity for sustainability, can adopt tailored and efficient strategies to integrate
sustainability into their business models. This contradicts the conventional assumption that
sustainability is only feasible for giant corporations with substantial resources. Through innovation and
strategic resource management, SMEs can effectively reduce their environmental footprint while
enhancing social impact. This aligns with Filho et al. (2024), who found that SMEs can leverage
localized strategies to meet sustainability objectives without sacrificing profitability. The
interpretation of these findings demonstrates that by aligning business ethics with sustainability, SMEs
can address economic and social imperatives, creating value for the business and the wider
community.

The study's findings suggest that business ethics, particularly principles like transparency,
accountability, and social responsibility, are pivotal in shaping corporate sustainability. The results
support the hypothesis that embedding ethical principles within business operations enhances long-
term success. Companies that prioritize ethical behavior, especially in their interactions with
stakeholders, are more likely to build trust and secure the loyalty of customers and investors. This is
particularly important as consumers and investors increasingly favor companies that demonstrate clear
commitments to sustainability. The findings are consistent with research by Carroll (2021), which
emphasizes that ethical business practices are fundamental to achieving sustainability, as they foster
accountability and social engagement. By supporting this hypothesis, the results provide empirical
evidence that business ethics are not just regulatory requirements but core elements of a sustainable
business model.

Regarding the role of corporate governance in ensuring sustainability, the results underscore the
importance of strong governance structures in maintaining long-term sustainability commitments. The
study found that companies with robust governance frameworks are better positioned to implement
sustainability initiatives effectively and to adapt to changing regulatory environments. These findings
support the hypothesis that good corporate governance is integral to successfully implementing
sustainability practices. Research by Sarma et al. (2024) further supports this by highlighting that
corporate governance structures help ensure transparency and accountability in sustainability efforts,
ensuring that companies are held to their commitments. In comparison to previous studies, the results
of this research show a clear connection between governance and sustainability outcomes,
emphasizing that with governance, sustainability efforts may remain superficial and sustained over
time.

In comparing the results of this study with those of previous research, there are clear parallels
and some areas of distinction. Earlier studies, such as those by Eccles et al. (2014), have demonstrated
that sustainability enhances corporate performance by mitigating risks and improving operational
efficiency. This study's findings are consistent with this view, showing that companies that adopt
sustainable practices reduce their exposure to environmental and regulatory risks and improve
financial performance through cost savings and increased consumer loyalty. However, unlike earlier
research primarily focused on large corporations, this study adds new insights by examining how SMEs
with limited resources can achieve similar sustainability outcomes through innovation and efficient
resource use. This marks a departure from the conventional view that sustainability is resource-
intensive and beyond the reach of smaller enterprises.

The results also align with previous research on the relationship between sustainability and
reputation. Similar to studies by Tiep Le et al. (2023), which found that transparency in sustainability
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initiatives enhances consumer trust and brand loyalty, this research highlights that companies that are
transparent about their sustainability efforts tend to enjoy more robust relationships with
stakeholders. The alignment of these findings with existing research reinforces the conclusion that
transparency and accountability are not optional but essential components of successful sustainability
strategies. Despite the broad consistency with earlier studies, this research also uncovers new
perspectives concerning SMEs' challenges in adopting sustainability practices. The findings reveal that
while SMEs increasingly recognize the importance of sustainability, they often need more access to
the resources required to implement comprehensive sustainability strategies. However, through
innovation and collaboration with external partners, such as government agencies or giant
corporations, SMEs can overcome these barriers and contribute meaningfully to sustainability goals.
This contrasts with earlier studies that primarily focused on the obstacles without sufficiently
exploring the innovative solutions available to smaller businesses. The emphasis on innovation as a
critical enabler for SMEs to achieve sustainability represents a significant contribution to the
literature, providing practical strategies for firms seeking to balance limited resources with
sustainability goals.

Integrating corporate social responsibility (CSR) into the broader sustainability framework is
another important finding. CSR is no longer viewed as a separate philanthropic effort but a strategic
tool companies can use to address societal and environmental concerns while enhancing business
value. The study's findings support the idea that CSR can strengthen stakeholder engagement and build
a corporate reputation when integrated into core business strategies. This supports the work of Deva
Sarma et al. (2024), who argue that companies aligning their CSR efforts with sustainability goals are
better positioned to meet regulatory and market expectations. Additionally, the study highlights that
CSR initiatives are particularly effective in fostering relationships with local communities, which is
critical for SMEs looking to build long-term loyalty and trust with their stakeholders. The practical
implications of these findings are significant for businesses, particularly SMEs, seeking to integrate
sustainability into their operations. One of the most important takeaways is that businesses must be
manageable and resource-rich to implement sustainable practices. Companies of all sizes can build
sustainability into their core strategies through innovation, strong governance, and stakeholder
engagement. This study provides actionable insights for businesses on adopting sustainability practices
that align with their resources and capabilities while contributing to global sustainability efforts.

Another practical implication is the importance of transparency and accountability in building
stakeholder trust. As demonstrated by this study, companies that are open about their sustainability
efforts are more likely to gain the support and loyalty of consumers, investors, and local communities.
This reinforces the idea that transparency is not just a matter of compliance but a strategic tool for
building stronger relationships with stakeholders and enhancing corporate reputation. Therefore,
businesses should invest in communication strategies that clearly articulate their sustainability efforts
and show how they address environmental and social concerns. The role of corporate governance in
sustainability provides valuable insights for businesses looking to ensure the long-term success of their
sustainability initiatives. Companies with robust governance structures are better equipped to monitor
their sustainability performance, adapt to regulatory changes, and maintain their commitments to
ethical practices. For SMEs, this might involve adopting simpler governance mechanisms, such as
regular sustainability audits or stakeholder advisory boards, to ensure their sustainability goals are
met.

Conclusion

This study explores integrating sustainable business ethics, corporate social responsibility (CSR),
and corporate governance into corporate strategies, particularly for small and medium-sized
enterprises (SMEs). The findings reveal that ethical principles like transparency, accountability, and
responsibility are critical in fostering long-term sustainability. The study highlights the unique
challenges SMEs face in adopting sustainability practices but also demonstrates how these businesses
can overcome such challenges through innovation, resource efficiency, and stakeholder engagement.
The research supports the hypothesis that embedding ethics into business operations enhances long-
term success and aligns with global sustainability goals.
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The value of this research lies in its contribution to theoretical and practical knowledge. From a
scientific perspective, it adds to the literature on sustainable business ethics by focusing on SMEs, a
segment often overlooked in sustainability studies. The study also demonstrates the importance of
integrating ethics, CSR, and governance in a cohesive framework to achieve sustainability. Practically,
the findings offer actionable insights for businesses, providing them with strategies for embedding
sustainability into their operations, even with limited resources. Managers can apply these insights to
improve stakeholder relationships, enhance brand reputation, and mitigate environmental risks while
driving long-term profitability. This research contributes originality by offering a nuanced
understanding of how smaller businesses can adapt global sustainability standards to their operations.

However, this study does have limitations. The research primarily focuses on qualitative data from
SMEs in specific industries, which may limit the generalizability of the findings to all sectors. Future
research could expand on this by including a broader range of industries or by conducting longitudinal
studies to track the long-term impact of sustainability practices on business performance. Additionally,
more research is needed to explore the financial implications of sustainability in SMEs, particularly in
emerging markets. Future scholars might investigate how technological advancements can further
enable SMEs to meet sustainability targets with minimal resources, thus addressing this study's
practical and theoretical gaps.

References

Akbari, M., Mehrali, M., SeyyedAmiri, N., Rezaei, N., & Pourjam, A. (2020). Corporate social
responsibility, customer loyalty and brand positioning. Social Responsibility Journal, 16(5), 671-
689. https://doi.org/10.1108/SRJ-01-2019-0008

Banerjee, S. B., lyer, E. S., & Kashyap, R. K. (2003). Corporate environmentalism: Antecedents and
influence of industry type. Journal of Marketing, 67(2), 106-122.
https://doi.org/10.1509/jmkg.67.2.106.18604

Barros, R. H., Madrid, U. C. De, Mahmoud, A., Zamil, A., & Arabia, S. (2013). Editorial Board.
International Business Research, 6(5). https://doi.org/10.5539/ibr.v6n5p123

Battilana, J., Obloj, T., Pache, A. C., & Sengul, M. (2022). Beyond Shareholder Value Maximization:
Accounting for Financial/Social Trade-Offs in Dual-Purpose Companies. Academy of
Management Review, 47(2), 237-258. https://doi.org/10.5465/amr.2019.0386

Benitez, J., Henseler, J., Castillo, A., & Schuberth, F. (2020). How to perform and report an impactful
analysis using partial least squares: Guidelines for confirmatory and explanatory IS research.
Information & Management, 57(2), 103168.
https://doi.org/https://doi.org/10.1016/j.im.2019.05.003

Bennett, N. J., Whitty, T. S., Finkbeiner, E., Pittman, J., Bassett, H., Gelcich, S., & Allison, E. H.
(2018). Environmental Stewardship: A Conceptual Review and Analytical Framework.
Environmental Management, 61(4), 597-614. https://doi.org/10.1007/s00267-017-0993-2

Carroll, A. B. (2021). Corporate social responsibility: Perspectives on the CSR construct’s
development and future. Business & Society, 60(6), 1258-1278.
https://doi.org/10.1177/0007650321100176

Chun, E., Joung, H., Lim, Y. J., & Ko, E. (2021). Business transparency and willingness to act
environmentally conscious behavior: Applying the sustainable fashion evaluation system “Higg
Index.” Journal of Global Scholars of Marketing Science: Bridging Asia and the World, 31(3),
437-452. https://doi.org/10.1080/21639159.2021.1904784

Crane, A., Matten, D., Glozer, S., & Spence, L. J. (2019). Business ethics: Managing corporate
citizenship and sustainability in the age of globalization. Oxford University Press, USA.

Dmuchowski, P., Dmuchowski, W., Baczewska-Dabrowska, A. H., & Gworek, B. (2023).
Environmental, social, and governance (ESG) model; impacts and sustainable investment -

238


https://doi.org/10.60079/ajeb.v2i4.351
https://doi.org/10.1108/SRJ-01-2019-0008
https://doi.org/10.1509/jmkg.67.2.106.18604
https://doi.org/10.5539/ibr.v6n5p123
https://doi.org/10.5465/amr.2019.0386
https://doi.org/https:/doi.org/10.1016/j.im.2019.05.003
https://doi.org/10.1007/s00267-017-0993-2
https://doi.org/10.1177/0007650321100176
https://doi.org/10.1080/21639159.2021.1904784

Advances: Jurnal Ekonomi & Bisnis, 2(4), 2024. 228 - 240
DOI: https://doi.org/10.60079/ajeb.v2i4.351

Global trends and Poland’s perspective. Journal of Environmental Management, 329, 117023.
https://doi.org/https://doi.org/10.1016/j.jenvman.2022.117023

Eccles, R. G., loannou, I., & Serafeim, G. (2014). the Impact of Corporate Sustainability on
Organizational Processes. Nber Working Paper Series, 1-35. https://doi.org/10.1007/s13398-
014-0173-7.2

Filho, W. L., Viera Trevisan, L., Paulino Pires Eustachio, J. H., Simon Rampasso, I|., Anholon, R.,
Platje, J., Will, M., Doni, F., Mazhar, M., Borsatto, J. M. L. S., & Bonato Marcolin, C. (2024).
Assessing ethics and sustainability standards in corporate practices. Social Responsibility
Journal, 20(5), 880-897. https://doi.org/10.1108/SRJ-03-2023-0116

Fosu, E., Fosu, F., Akyina, N., & Asiedu, D. (2024). Do environmental CSR practices promote corporate
social performance? The mediating role of green innovation and corporate image. Cleaner and
Responsible Consumption, 12, 100155.
https://doi.org/https://doi.org/10.1016/j.clrc.2023.100155

Freeman, R. E. (2007). Managing for stakeholders: Survival, reputation, and success. Yale University
Press.

Freeman, R. E., Harrison, J. S., & Zyglidopoulos, S. (2018). Stakeholder theory: Concepts and
strategies. Cambridge University Press. https://doi.org/10.1017/9781108539500

Hancock, J. (2004). Investing in corporate social responsibility: a guide to best practice, business
planning & the UK’s leading companies. Kogan Page Publishers.

Haski-Leventhal, D. (2021). Strategic Corporate Social Responsibility : A Holistic Approach to
Responsible and Sustainable Business. SAGE Publications Ltd.
http://digital.casalini.it/9781529766288

Jones, T. M., Harrison, J. S., Felps, W., Jones, T. M., & Harrison, J. S. (2018). HOW APPLYING
INSTRUMENTAL STAKEHOLDER THEORY CAN PROVIDE SUSTAINABLE COMPETITIVE ADVANTAGE
Published by : Academy of Management Linked references are available on JSTOR for this
article : You may need to log in to JSTOR to access the linked references . H. 43(3), 371-391.
https://doi.org/10.5465/amr.2016.0111

Lee, C., & Fu, M. (2024). Conceptualizing Sustainable Business Models Aligning with Corporate
Responsibility. https://doi.org/10.3390/su16125015

Luu, T. T. (2019). Service-oriented high-performance work systems and service-oriented behaviours
in public organizations: the mediating role of work engagement. Public Management Review,
21(6), 789-816. https://doi.org/10.1080/14719037.2018.1526314

Mercure, J.-F., & Salas, P. (2013). On the global economic potentials and marginal costs of non-
renewable resources and the price of energy commodities. Energy Policy, 63, 469-483.
https://doi.org/https://doi.org/10.1016/j.enpol.2013.08.040

Naidoo, M., & Gasparatos, A. (2018). Corporate environmental sustainability in the retail sector:
Drivers, strategies and performance measurement. Journal of Cleaner Production, 203, 125-
142. https://doi.org/https://doi.org/10.1016/j.jclepro.2018.08.253

Opschoor, J. B., & Turner, R. K. (1994). Economic incentives and environmental policies: principles
and practice (Vol. 1). Springer Science & Business Media.

Ortiz-de-Mandojana, N., & Bansal, P. (2016). The long-term benefits of organizational resilience
through sustainable business practices. Strategic Management Journal, 37(8), 1615-1631.

Sarma, G. D., Choudhury, D. S., Bharadwaj, P., & Sarma, M. (2024). Navigating Corporate Governance
And Ethics: The Cornerstones Of Sustainable Business Practices. Educational Administration:
Theory and Practice, 30(5), 5442-5454. https://doi.org/10.53555/kuey.v30i5.2889

239


https://doi.org/10.60079/ajeb.v2i4.351
https://doi.org/https:/doi.org/10.1016/j.jenvman.2022.117023
https://doi.org/10.1007/s13398-014-0173-7.2
https://doi.org/10.1007/s13398-014-0173-7.2
https://doi.org/10.1108/SRJ-03-2023-0116
https://doi.org/https:/doi.org/10.1016/j.clrc.2023.100155
https://doi.org/10.1017/9781108539500
http://digital.casalini.it/9781529766288
https://doi.org/10.5465/amr.2016.0111
https://doi.org/10.3390/su16125015
https://doi.org/10.1080/14719037.2018.1526314
https://doi.org/https:/doi.org/10.1016/j.enpol.2013.08.040
https://doi.org/https:/doi.org/10.1016/j.jclepro.2018.08.253
https://doi.org/10.53555/kuey.v30i5.2889

Advances: Jurnal Ekonomi & Bisnis, 2(4), 2024. 228 - 240
DOI: https://doi.org/10.60079/ajeb.v2i4.351

Shayan, N. F., Mohabbati-kalejahi, N., & Alavi, S. (2022). Sustainable Development Goals ( SDGs ) as
a Framework for Corporate Social Responsibility ( CSR ). 1-27.
https://doi.org/10.3390/su14031222

Stojanovic, A., Milosevic, I., Arsic, S., Urosevic, S., & Mihajlovic, I. (2020). CORPORATE SOCIAL
RESPONSIBILITY AS A DETERMINANT OF EMPLOYEE LOYALTY AND BUSINESS PERFORMANCE. 12,
149-166. https://doi.org/10.7441/joc.2020.02.09

Svendsen, A. (1998). The stakeholder strategy: Profiting from collaborative business relationships.
Berrett-Koehler Publishers.

Tiep Le, T., Ngo, H. Q., & Aureliano-Silva, L. (2023). Contribution of corporate social responsibility
on SMEs’ performance in an emerging market - the mediating roles of brand trust and brand
loyalty. International Journal of Emerging Markets, 18(8), 1868-1891.
https://doi.org/10.1108/IJOEM-12-2020-1516

Toromade, A. (2024). Driving sustainable business practices in SMEs : Innovative approaches for
environmental and economic synergy. August. https://doi.org/10.51594/ijmer.v6i8.1411

Tukker, A. (2015). Product services for a resource-efficient and circular economy - a review. Journal
of Cleaner Production, 97, 76-91.
https://doi.org/https://doi.org/10.1016/j.jclepro.2013.11.049

Varzaru, A. A., Bocean, C. G., & Nicolescu, M. M. (2021). Rethinking corporate responsibility and
sustainability in light of economic performance. Sustainability (Switzerland), 13(5), 1-21.
https://doi.org/10.3390/5u13052660

Wang, Z., & Sarkis, J. (2017). Corporate social responsibility governance, outcomes, and financial
performance. Journal of Cleaner Production, 162, 1607-1616.
https://doi.org/https://doi.org/10.1016/j.jclepro.2017.06.142

Wickert, C. (2021). Corporate Social Responsibility Research in the Centric Focus.
https://doi.org/10.1111/joms.12775

Yuan, Y., Lu, L. Y., Tian, G., & Yu, Y. (2020). Business Strategy and Corporate Social Responsibility.
Journal of Business Ethics, 162(2), 359-377. https://doi.org/10.1007/s10551-018-3952-9

Zhang, Y., & Yang, F. (2021). Corporate social responsibility disclosure: Responding to investors’
criticism on social media. International Journal of Environmental Research and Public Health,
18(14). https://doi.org/10.3390/ijerph18147396

240


https://doi.org/10.60079/ajeb.v2i4.351
https://doi.org/10.3390/su14031222
https://doi.org/10.7441/joc.2020.02.09
https://doi.org/10.1108/IJOEM-12-2020-1516
https://doi.org/10.51594/ijmer.v6i8.1411
https://doi.org/https:/doi.org/10.1016/j.jclepro.2013.11.049
https://doi.org/10.3390/su13052660
https://doi.org/https:/doi.org/10.1016/j.jclepro.2017.06.142
https://doi.org/10.1111/joms.12775
https://doi.org/10.1007/s10551-018-3952-9
https://doi.org/10.3390/ijerph18147396

