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Abstract: The aim of this article is to investigate the relationship between the budget related to
corporate social responsibility (CSR), Innovation and Training, defined as sustainable factors, and
the financial results of small and medium sized enterprises (SMEs). The investigation is made by
analysing the financial results from a sample of 200 SMEs from the South-West Region of Romania.
The findings prove that SMEs can use training and innovation to improve the impact of CSR on
their sustainability with a focus on positive financial indicators. The findings prove that corporate
social responsibility (CSRBi), innovation (InnovBi), and training (TrainingBi) as sustainable factors
are significantly and positively correlated with the following indicators: profit (Profiti), profit per
employee (ProfitEi) and total expenditure (Expensesi), and it is negatively correlated with debt ratio
(DebtRi).

Keywords: small and medium sized enterprises; corporate social responsibility; innovation; financial
performance; profit; debt ratio

1. Introduction

Since the 1972 United Nations Conference on the Human Environment, when the sustainable
development term was launched and up to the present day, this term has been enriched with new
attributes such as environmental issues and bio/green innovation related to ecological factors [1,2].
Thus, sustainable development became, for many companies, a goal in itself, integrated into their
strategic mission and vision and now universally referred to as corporate social responsibility.

Most corporate social responsibility studies focused on large companies because large companies
offer researchers a vast domain of their research, including good case studies (Google, Johnson and
Johnson, and Ford Motor Company), as well as major ethical issues (Barclay’s, Deutsche Bank, Inditex,
and Nestle). Some companies offer both, such as the Volkswagen Group, which is involved in social
responsibility practices but at the same time, was strongly affected by the Diesel gate scandal in 2015 [3].

The sustainability for small and medium sized enterprises (SMEs) consists of achieving a balance
on the one hand between financial, human and material resources, and on the other hand with the
social and economic environment in which it operates. Lack of financial resources and lack of time are
often mentioned as factors that prevent SME to develop a sustainable strategy and to consider the
investment in sustainability as a competitive advantage.

For large companies, operating in a competitive and turbulent environment is an accepted element
of doing business, likewise, for small and medium sized enterprises (SMEs), the business environment
can be both a challenge but also a source of opportunity. The challenges for SMEs include access to
fewer resources (human, financial, physical and informational) and it can also be extremely difficult
for SMEs to implement sustainable-driven innovation practices [4,5]. However, SMEs that take on
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the challenge of sustainable innovation may carve out new business opportunities and competitive
advantage for their businesses.

This being said, we consider our study on SMEs appropriate, because it offers us the opportunity
to analyse the advantages, disadvantages as well as the barriers and drivers of promoting sustainable
development, at the small business level. We will investigate the relationship between the expenses
and profit of SMEs from a sustainable point of view and we will discuss the factors that facilitate
their sustainability.

SMEs from the two industries (Section F—construction companies and Section G—Wholesale and
retail trade, maintenance and repair of vehicles and motorcycles) present a series of characteristics that
contribute to their involvement in socially responsible and sustainable practices in the region. Thus,
construction companies are socially responsible because, through their operations, they contribute
either to the pollution (Harron Homes, Carillion) or the protection of the environment (Catterpillar,
Dewalt), ensure the social and economic wellbeing of their communities and actively contribute to
building the necessary infrastructure for the sustainable operation of SMEs from other industries.

In the South West Region of Romania, SMEs are an important source of employment and thus,
our research aims to establish if there are direct correlations between the corporate social responsibility
(CSR), innovation and training budgets and certain performance indicators (profit, profit/employee
and debt ratio).

We base our research on financial indicators because, regardless of its size, any organization has a
main purpose of making a profit. Under fierce competition and explosive development of technology,
SMEs must maximize any competitive advantage created by human resources and which consists of
training, innovation, and CSR.

The theoretical framework will be oriented to practice related to CSR and we will use the financial
indicators for evaluating the effect of these practices on SMEs’ sustainability.

The main research question is the following:
Which indicators of sustainable development—corporate social responsibility, innovation, and

training occur in SMEs and how they impact the financial indicators?
To answer this question, we have employed quantitative research based on certain financial

indicators, measured from 2010 to 2017.
Based on our results, we developed an integrated framework for the sustainable development of

South-West Oltenia Region’ SMEs, where we understand how sustainable indicators can impact the
SMEs’ financial results.

2. Literature Review and Hypotheses

2.1. Social Responsibility and Financial Results of SMEs

The most general understanding of corporate social responsibility (CSR), as defined by Vilke [6] is
referring to an organization which is acting voluntarily (going beyond the laws and regulations) in
order to fulfil social and environmental goals in its daily operations, and at the same time generate
a win-win scenario that contributes to the sustainability of both the organization and society. Thus,
CSR comprises the responsibility of various companies, public entities, and NGOs for their impact
on society.

The European Commission (EC) defined CSR in its policy Communication on CSR in 2006 as a
voluntary process adopted by companies to integrate social and environmental aspects at two levels as
follows: (i) internal level in their business operations and (ii) external level through interactions with
their stakeholders [7].

Aiming to fully meet their social responsibility, businesses, as lately suggested by the Commission,
should have in place a process to integrate sustainable elements into their business strategy. When
talking about CSR in general and the relationship between CSR practices and the financial performance
of the company, most studies focus on large corporations, with few researchers choosing to approach
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this concept at SME level, mainly because the publicly available financial data from SMEs is quite
scarce when compared to large, publicly listed companies which have to issue financial statements and
earnings reports every quarter.

Recent studies on the relationship between CSR and SME’s were not conclusive, thus suggesting
the need for further research on this relationship due to the contribution of the small and medium
sized enterprises to the global economy [8]. SMEs provide a good environment for CSR because
of their multi-skilled workforces and successful local engagement [9]. Yet, many small business
owners/managers believe that their social and environmental impacts are negligible [10,11].

The literature is rich with studies regarding CSR in large companies, but not so many studies
have focused on SMEs’ approach to CSR.

Spence [12] describes SMEs as fortress enterprises, focused on operational duty and quite
disconnected from the general business environment, reactively responding to urgent issues. Thus,
most SMEs view CSR as a risky activity, an investment with no significant financial return [13,14].
Due to this reasoning, it is less likely for an SME to invest a significant amount of money in a CSR
program, as they would receive less publicity for the social responsibility actions, as opposed to large
companies [15].

Previous research on the SME–CSR relationship has tackled different issues of SMEs’ involvement
in CSR, such as firms’ environmental practices [16,17], CSR barriers and opportunities [18–20], and
how integrity and ethical practices can lead to competitive advantage [21–23].

Regarding the relationship between the CSR practices and the financial performance of SME’s,
previous studies fall into one of the following three categories:

1. Studies that show a positive correlation between CSR practices and financial performance [24,25].
These studies show that large CSR budgets lead to a significant return in terms of image, which
eventually translates to better financial performance, the benefits thus outweighing the costs.
Moreover, socially responsible SME’s may have a better relationship with its stakeholders, thus
improving the performance of the company.

2. Studies that find no significant correlation between CSR practices and financial
performance [26,27].

3. Studies that show a negative correlation between CSR practices and financial performance [28],
based on managerial opportunism hypotheses: managers can reduce CSR investments in order
to increase short-term profitability. The main point here is that CSR investments are expensive
and the returns (if any) are in the distant future and not easy to measure.

Russo and Perrini [29] explain why SMEs approach CSR differently to large companies:

• An SME has access to a limited pool of resources, a flexible organisational structure which easily
adapts to local market challenges, and promotes informal relationships in both the internal and
external environment,

• A large company has access to a diversified pool of resources, a more rigid organisational structure
which contributes to a degree of inflexibility when it comes to local market challenges, and thus,
is more internally oriented and more likely to promote formal relationships in both the internal
and external environment.

In general (also suggestive for the Romanian SME environment), the level of social involvement
in small and medium sized enterprises is quite low, compared to large companies. One of the reasons
for this disparity is the financial constraints of an SME. Sharma [30] states that one of the reasons that
larger companies are more likely to invest in a CSR activity is their ability to absorb fixed costs and
the ease of access to capital and other resources. For example, a large company, with more than 250
employees can easily access a credit plan and create a team of 5–10 employees, who can get involved
in a significant CSR campaign. An SME may find it difficult to get access to capital for this kind of
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investment, while its human resources may not have the capacity to be involved in CSR initiatives due
to their operational duties.

Ashton, Russell and Futch [31] found that the majority of SMEs from the United States appear
to be driven primarily by cost and competitiveness concerns, more than by social responsibility to
implement green practices.

Many scholars through their research found that SMEs are reluctant to invest in CSR because of
limited capital available and are more likely to invest in areas that improve the performance of their
businesses vis-à-vis their business competitors such as product marketing and advertising [32–37].

SMEs are, by definition, are small businesses, but nevertheless, CSR activities may be important
for them but their activities will be directly related to their limited resources [38]. Due to the difference
in size and resources, SMEs are more likely to get involved in small social campaigns, with a local
impact, rather than large, country wide activities, with a large impact and a heavy public relations
(PR) campaign. SME’s main goal in undertaking CSR initiatives is to promote their image in the local
community, which can directly benefit their business activities [39,40]. Moreover, personal or individual
reasons are among the important motivational factors to embark on CSR initiatives, thus highlighting
the importance of the role of the SME’s owner in influencing CSR initiatives and practices [41].

Even if involvement in CSR for SMEs is not easy and implies a number of challenges [42], it has
been shown to provide a source of differentiation and visibility [43], to enhance their relationships with
key stakeholders [44,45] through creation of trust with its stakeholders [46], and result in improved
financial performance in most cases [47].

Although there are works covering CSR in European countries and most CSR literature is related
to Anglo-Saxon countries with fewer investigations of CSR in other cultural contexts and a focus on
large companies’ information disclosure [48].

In Romania, the level of social involvement of small and medium sized enterprises falls in line
with the above Anglo-Saxon model. While large companies such as Petrom, Reifessen Bank, CEZ and
others have long term, nationwide CSR campaigns (Tara lui Andrei and Reifessen Pentru Comunitati),
closely followed by successful PR campaigns, small and medium sized enterprises, if they get involved
in social activities, they mostly support local NGOs and social causes [49].

Torugsa and O’Donohue [50] state that the increased interest towards CSR has led to numerous
researchers studying how can a CSR strategy bring a competitive advantage to a company and influence
its financial performance. Thus, CSR can add value to a firm’s market performance and an example of
this is socially responsible mutual funds, which are representative of socially responsible companies.
Also, CSR activity has a significant impact on financial performance and CSR activity is less vulnerable
to economic shocks, financial crises or environmental disasters [51].

Researchers found over a ten year time span and across countries from three continents (Asia,
Europe, and North America) that socially responsible mutual funds had a significant positive return
for their associated companies [52] and a significant positive effect in excess returns generated by the
score of enhanced employee relationships [53].

Nowadays, CSR has become a critical aspect of a company’s strategy and is closely related to
the company’s notoriety. Positive reputations usually lead to positive financial results/performance
and are a result of a constant investment over time [54,55]. Moreover, CSR can bring added value to
a company by way of added protection against negative events, even if it doesn’t immediately lead
to an increase in profits, because it helps mitigate the effects of economic shocks, financial crises or
environmental disasters [56].

According to Venanzi and Fidanza [57], an SME is sustainable if it sets not only financial goals but
also social and environmental goals as it aims to create value for its shareholders, in order to improve
the quality of life and the effective use of invested resources. Moreover, the advantages of creating a
sustainable company image can be one of the following:
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• Expansion to new markets, where clients also take into account the company’s image and ethical
codes, besides the quality and price of the products, which in the long term may lead to an increase
in profitability,

• A better relationship with all its stakeholders, Better employee retention,
• Lower debt, as potential investors are more likely to fund a socially active company,
• Strategic alliances and partnerships.

Based on these theoretical arguments, we propose the following research hypotheses regarding
the relationship between CSR budget and the financial results of SMEs:

Hypothesis 1. CSR budget is directly associated with SMEs financial results

Hypothesis 1a. CSR budget is positively associated with SMEs profit

Hypothesis 1b. CSR budget is positively associated with SMEs profit per employee

Hypothesis 1c. CSR budget is negatively associated with SMEs debt ratio

2.2. Innovation and Financial Results of SMEs

Since Schumpeter [58] described entrepreneurs as individuals whose function was to carry out
new combinations of means of production, innovation has been conceived as a key dimension of
entrepreneurship [59]. Hence, innovation would represent a primary factor to differentiate genuine
entrepreneurs from mere business owners [60].

Throughout the years, there have been many different definitions for innovation, many of them
mentioning the novelty of the creation or the improvement it offers a new combination of old ideas or
a minor change in an established process [61,62].

The definition of innovation is around the element of a new idea or behaviour [63] which over
time can give rise to significant positive outcomes that can be demonstrated through the examination
of time-cost-quality variables of the innovation [64].

The research on innovation proved that firms rely on external sources of innovation to create
value, such as externally sourced technology [65], including semiconductors [66], software [67], and
cellular phones [68], as well as low-technology industries like construction and textiles [69]. As a result,
having access to an external form of innovation can improve a company’s performance by increasing
product quality, improve price competitiveness, improve business processes, gain valuable knowledge,
reduce costs and better understand the market, thus improving the company’s capacity to learn and
innovate [70,71].

The relationship between the introduced concepts of innovation and CSR has been widely studied
in the literature and some researchers arrived at the conclusion that the benefits associated with external
sources are conditioned by the organizations dimensions and only multinational organizations are
able to expand their R&D activities across borders within their global value chains [72–74].

Considering that innovation is usually defined in relation to the improvement of products, services
and management processes [75,76], CSR can be considered a non-technological innovation in the
company’s management, as it involves introducing new changes in the established processes.

Bansal [77] showed a significant relationship between innovation (R&D) expenditure and CSR
since companies must apply the principles of corporate responsibility to their products, processes, and
production practices that require changes in the technology used, and this may involve investing in
R&D [78].

Another positive relationship is well established between innovation (R&D) expenditure and
CSR strategies, as they both tend to lead to product/service or process innovation which may
give rise to a positive public perception of the company through enhanced branding and closer
positive relationships with its internal and external stakeholders. Organizations can benefit from new
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business opportunities derived from environmental and social products and increased demand for
their products. New or improved working conditions that foster creativity and innovation, based
on increased employee participation and confidence in the organization can also lead to business
performance [79]. Therefore, innovation has a mediating role between CSR and competitive advantage
and increasing innovation could become a competitive success, enhancing the effect that CSR already
exerts on the SME’s competitiveness.

Another sustainable innovation definition cites a relationship between new ideas or behaviours
oriented to the protection of the environment [80]. Recently, Grayson et al. [81] suggest an integrated
concept of corporate sustainability (S2AVE), which places an emphasis on innovation as the means to
add value while considering the environment and society at large.

The negative impacts of business activities on society and the environment can be reduced by
innovation [82,83] by putting into place environmental policies and regulations that nurture and
encourage innovative strategies to protect the environment [84].

McWilliams and Siegel [85] arrived at the conclusion that R&D investments and CSR are highly
correlated, because they both are associated with product and process innovation and there is a
significant positive correlation between compliance expenditure and R&D budgets, because innovation
is perceived as a factor that neutralizes the CSR effect on profitability [86]. The paradox of the
relationship between R&D and CSR is the fact that both can be considered as a form of technological
investment which may lead to an increase in technological capabilities (i.e. patents) and in organizational
innovation [87] because R&D investment is considered to be a critical factor CSR research [88].

Through CSR initiatives, companies have the opportunity to form new relationships with
environmental organizations, research institutes and community leaders [89], because that social
initiatives enable a firm to develop multidimensional stakeholder relationships [90] and to have easier
access to information, ideas and knowledge that their own stakeholders voluntarily share with it [91].
The employees’ willingness to share and combine knowledge contributes to an improvement in the
capacity of the organization to innovate [92]. The employees play an important role in the adoption of
collaborative technologies in order to innovate because these collaborative technologies are positively
related to innovation in SMEs and also positively related to internet technologies and SME innovation
and performance [93].

Unlike large enterprises, small and medium sized companies have scarce resources, thus giving
rise to the need for cooperation in innovation in order to survive in the market [94]. We consider that
SMEs can profit through participation in networks and engaging in strategic partnerships with a large
variety of external actors (other private companies, business hubs, universities, research centres, and
public authorities). Due to their flexible organizational structures, SMEs can use local networks to
obtain size-related advantages [95].

The research of Fukugwa [96] on Japanese SMEs, suggested that networking is a significant aspect
in an SME’s ability to innovate, because it provides access to expertise and resources and Xie, Zeng
and Tam [97] found a positive correlation between external sources and innovation performance based
on their study of 137 Chinese manufacturing SME’s. The external knowledge sources of SMEs are
better suited to innovate and represent an opportunity for SMEs to overcome the challenges generated
by the business environment [98].

Innovation creates value for organizations and one of its most important competitive advantages,
as Schumpeter [58] suggested that SMEs are likely a source of innovation because innovation has the
potential for SMEs to gain financial advantage through a temporary establishment of a monopoly on a
newly created technology or process. Clients may be attracted to the unique aspect of the innovative
ideas and thus, innovative SMEs benefit from high brand loyalty in their customers and a reduced-price
sensitivity of demand [99].

In order to survive, SMEs can profit from their advantages, such as organizational flexibility,
their ability to create and use external networks [100], operational knowledge and expertise, customer
loyalty [101], development of innovative products and services and creating new demand [102].
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The positive relationship between innovation and SMEs’ competitive advantage was established
by many scholars which demonstrated that organizational innovation in general and more specifically,
product innovation had a positive impact on an organization’s competitive advantage [103].

Successful companies within an industry must focus on new product developments which
may allow them to achieve the best possible results within their market [104], and innovation
provides organizations with abilities, skills, competencies, and processes to survive and perform [105].
Innovation can be the main driver for companies to prosper, grow and sustain high profitability [106],
and successful innovation activities help SMEs to establish a competitive position in the market,
enhancing its competitive advantage and, consequently, improved business performance [107].

As a result, we propose the following hypotheses regarding the relationship between the innovation
investment budget and the SME’s financial results.

Hypothesis 2. Innovation budget is directly associated with SMEs financial results

Hypothesis 2a. Innovation budget is positively associated with SMEs profit

Hypothesis 2b. Innovation budget expenditure is positively associated with SMEs profit per employee

Hypothesis 2c. Innovation budget expenditure is negatively associated with SMEs debt ratio

2.3. Training, Development and Financial Results of SMEs

In the strategic management literature, innovation is defined as the output variable of human
resources investment [108–110], and researchers have found evidence of a relationship between
human resources practices that promote on the job development (generation of new ideas while
solving operational tasks) and formal training and development as a predictor of innovation in
organizations [111].

Sheehan [112] analysed the relationship between human resources management (HRM) and the
United Kingdom SMEs’ performance and he highlighted the fact that the more an SME invests in formal
HRM activities, the better their organizational performance and innovation become. The findings
of Sheenan were confirmed by Anonioli and Della Torre [113] and they arrived at the conclusion
that training and development, together with strategic human management practices are the only
practices significantly correlated with all three performance indicators: innovation, financial results
and employee turnover.

The negative tendency towards investment in training was identified by Kotey and Folker [114]
who highlighted that despite the fact that SME’s owner/managers tend to acknowledge the importance
of training and development in improving a company’s performance, SMEs are generally reluctant to
provide formal employee training.

The training of employees in SMEs is an unplanned activity and usually achieved through on the job
training and there is usually little or no provision for employee development that involves releasing the
employee from the job for short periods of time [115]. Owners–managers of SMEs have the responsibility for
a systematic approach to training based on needs assessment of the employees [116,117], but, unfortunately
the owners-managers perceive formal training as too expensive, they tend to take into account the cost of
the training as well as the lost productivity while the employee attends the training [118,119].

The SMEs usually think on a short-term horizon, due to the high levels of risk and uncertainty
they face in their daily activities. Taking this into account and considering that the benefits from
training and development are usually long-term, investment in employee training and development
can appear unattractive for SMEs. Furthermore, SMEs face the risk of losing the trained employees to
competitors, mainly because of the limited internal promotion opportunities that an employee has
within their own organizations.

As a conclusion, it is difficult to establish a direct positive relationship between training and
performance therefore, owners-managers are reluctant to invest in formal training programs [120],
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because SME owners-managers prefer informal training because it’s less expensive, it can be integrated
in the daily operations (thus not losing productivity), it targets the employees’ specific needs and
expectations, and the employees learn in the context in which their skills are used. They develop
diverse skills in order to solve the diverse problems that appear during the day-to-day operation of a
small company, thus leading to the development of a multiskilled labour force, more useful to SMEs
than a narrowly specialized staff [121]. In order to grow and perform, SMEs need skills, knowledge,
and resources [122] and the employee is the most significant asset of an SME and a source of potential
competitive advantage to any company [123].

SMEs can use their resource specific characteristics (skills, attitudes, and knowledge) in order
to enable competitive advantage, and it is important that the SME owners-managers understand
the relevance of employee training within the SME and to accept it as a process to enhance SME
performance through improved productivity and profitability.

There are a number of empirical evidences which, based on the above-mentioned aspects, have
studied the correlation between employee training and organizational performance. Studies from
Latham and Frayne [124], McLinden, Davis, and Sheriff [125], Connerley [126], Klein and Weaver [127]
examined the relationship between employee training and organizational performance by comparing
the productivity of employees which have partaken in training and development programs and those
who did not. Burlea-Schiopoiu and Burdescu [128], Krueger and Rouse [129], Birdi, Clegg, Patterson,
Robinson, Stride, and Wall [130] examined whether the training and development of employees have
implications for the company’s performance as a whole, as measured by certain financial indicators.
Most of these studies provided evidence that there is a significant positive relationship between
employee training and organizational performance.

Aragon and Valle [131] examined if the incidence and intensity of the training influence the
organizational performance and found that a number of studies that addressed this issue came to
different conclusions. They also stated that these conclusions are difficult to compare since the studies
used different methodologies and variables.

Regarding the study of training effectiveness, Murray and Raffaele [132] analysed the impact
on the performance of a number of employees who attended training programs on behalf of their
company. Tzafrir [133] measured the effectiveness of training through the percentage of employees who
participate in training sessions. Delaney and Huselid [134] analysed the relationship between training
and performance and created an index that included the number of workers who were involved in
formal training in the previous two years as a way to measure training effectiveness. From these
afore-mentioned studies, only Black and Lynch’s [135] study failed to find a positive relationship
between staff training and the company’s performance.

The studies on training effectiveness focused on two main problems: training time and the
resources employed in the training programs. In their studies, Lengermann [136], Schonewille [137]
analysed the impact of training time on performance by measuring training time as the average hours
of training per employee during a certain period of time (usually one year). Other researchers used
different measures: Lynch [138] used weeks of training, Bartel [139] used the year in which the training
was developed, Bartel [140] measured training time as the number of days spent in training in one year
for every employee, Kidder and Rouiller [141] used the number of hours the training sessions lasted
while Barrett and O’Connell [142] used the percentage of working days dedicated to measuring training
budgets as a percentage of total payroll cost, while including an estimation of the lost productivity
while the employee attends training. From the afore-mentioned studies, only Aragon et al. [143] didn’t
find a positive relationship between training time and organizational performance.

Another variable commonly found in recent studies is the company’s training budget (the cost of
all training undertaken in a one-year period). The main limitation of this measure is the fact that this
information is not publicly available, and companies may be reluctant in disclosing it or disclosing
false information [144]. Furthermore, Frazis, Gittleman, Horrigan and Joyce [145] stated that many
companies were not sure what kind of costs to include when they measured this variable. The same
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problem arises in the theoretical framework, as researchers do not agree on which costs should be
included in a company’s training budget. For example, D’Arcimoles [146] considers that the training
budget should only include formal costs, while Murray and Raffaele [132] have a broader definition of
the term, including, besides direct training costs, the following: travel and accommodation, facilities,
consulting fees, lost productivity due to employees’ not working, trainer fees, training materials, and
other miscellaneous costs.

Despite these broad definitions of training budgets, most studies have found a strong positive
correlation between the training budget and the company’s performance. For the purpose of the study,
we included in the training and development costs only the direct costs related to training.

Taking into account the above elements, we stated the following hypotheses:

Hypothesis 3. Training and development budget are directly associated with the SMEs financial results

Hypothesis 3a. Training and development budget are positively associated with the SMEs profit

Hypothesis 3b. Training and development budget are positively associated with the SMEs profit per employee

Hypothesis 3c. Training and development budget are negatively associated with the SMEs debt ratio

Figure 1 depicts our research model by showing the link between three sustainable indicators
(corporate social responsibility, innovation, and training) and their effects on financials results of
SMEs (profit, profit per employee and debt ratio) as predictors of sustainable development and
competitive advantage.
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3. Research Methods

The study is based on an analysis of SMEs from the South-West Oltenia Region, one of the eight
Romanian development divisions created in 1998 (North West, Centre, North East, South East, South
Muntenia, West, Bucharest Ilfov).
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3.1. Sample

In the South-West Oltenia Region of Romania, according to the data publicly available on the
County Statistics Office of Dolj [147], small and medium sized enterprises represent more than 99% of
the total number of companies. Thus, from the 14,950 companies that were active in 2017, 14,901 were
small and medium sized enterprises according to the EU definition (less than 250 employees, less than
€50 million turnover and less than €43 million total assets) and 49 were large companies. From these
14,901 SMEs, 13,290 were micro-enterprises (less than 10 employees, less than €2 million turnover
and total assets), 1,407 were small enterprises (between 10 and 49 employees, between €2 and €10
million turnover and total assets), while only 204 were medium sized enterprises (between 50 and 249
employees, between €10 and €50 million turnover and between €10 and €43 million euro total assets).

Regarding the industry, 47.14% of the total number of SME’s were represented by two industries:
Section F—Construction (1087 SMEs structured as following: 917 micro-enterprises, 152 small
enterprises and 18 medium sized enterprises), Section G—Wholesale and retail trade, maintenance
and repair of vehicles and motorcycles (5.938 SMEs structured as following: 5,420 micro-enterprises,
470 small enterprises and 48 medium sized enterprises).

In order to conduct our research, we analysed 200 SMEs from the South-West Region of Romania,
which were selected based on the following criteria:

(1) It is from one of the main industries from the region, according to data from the Dolj Statistics
County Office [147],

(2) The company must have been operational for of whole period 2010 to 2017,
(3) The company must have allocated for each year from 2010 to 2017, a specific budget for CSR,

innovation or training.

Our sample, taking into account the industry code had the following structure: Section
F—construction companies—40 SMEs (20%), and Section G—Wholesale and retail trade, maintenance
and repair of vehicles and motorcycles—160 SMEs (80%).

3.2. Variables

The variables used in our study are explained in Table 1.

Table 1. Variable Definitions.

Code Variable

CSRBi

Corporate Social Responsibility budget—CSR costs that include, but not limited to expenditure made by
the entity in relation to social responsibility initiatives, including donations, sponsorships and charity
events (in RON)

InnovBi
Innovation budget—expenditure that includes, but not limited to R&D investment, industry conferences,
networking events (in RON)

TrainingBi
Training budget—expenditure that includes all costs made by the entity regarding the training and the
development (internal or external) of employees (in RON).

NoEmpi The number of employees—the average number of employees for each entity during a fiscal year

Profiti The profit—The Gross Profit/Loss based on the difference between Total Income and Total Costs (in RON)

ProfitEi The profit per employee—Gross Profit/Loss divided by the number of Employees (in RON)

Expensesi
The total expenditure—all the expenditure (operational, financial and extraordinary) that a company had
registered during the fiscal year

DebtRi The debt ratio—Total Debts divided by Total Assets

Source: Authors’ own contribution.

Based on the financial data, this study extracted seven performance indicators pertaining to the
following two aspects: profit (Profiti and ProfitEi), expenditure (CSRBi, InnovBi, TrainingBi, DebtRi,
and Expensesi).
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Profit is the most important indicator because it reflects an SME’s performance over the period
2010 to 2017 and the fluctuation in profit on a year to year basis, we analyse the correlation between
profit and three budgets (state what the budgets are) that, if they are efficiently/effectively used, they
can turn into profit, in the near future.

4. Results and Discussions

The Descriptive Statistics of variables used in our research are explained in Table 2.

Table 2. Descriptive Statistics of Variables.

Variables Minimum Maximum Mean Std. Deviation

CSRBi 1035.1 5,888,706.3 263,477.6 709,451.1

InnovBi 659.7 7,633,160.5 304,997.5 811,555.2

TrainingBi 504.8 6,988,186.0 260,007.6 737,629.7

NoEmpi 2 175 22.7 27.0

Profiti −2,094,900.4 3,633,092.3 155,397.5 434,005.3

DebtRi 0.05 5.4 0.85 0.77

ProfitEi −56,921.3 80,654.1 4959.7 13,481.0

Expensesi 121,279.4 135,810,303.6 7,269,477.5 1,5417,940.7

Source: Authors’ calculation from research data.

The Mean number of employees was 22.74, with a minimum of 2 employees and maximum
of 175 employees (see Table 2) and the mean profit was 155,397.5 (RON) lower than the mean of
budgets allocated for Corporate Social Responsibility (263,477.6 RON), Innovation (304,997.5 RON)
and Training (260,007.6 RON).

From the study of the three budget variables, we can see that the largest budget was for innovation,
followed by CSR and then training (the difference between CSR and training was minimal).

We tested the structural model and the multi-item interval scales were used to assess the use of
this technique as a strategic practice of SMEs [148].

We controlled for the size of SMEs (number of employees) and also for industry (constructions
and wholesale and retail trade, maintenance and repair of vehicles and motorcycles) to rule our
structural model.

Multiple regression analysis estimates that effect of the three covariates (corporate social
responsibility budget—CSRBi, innovation budget—InnovBi, and training budget—TrainingBi) on
the number of employees (NoEmpi) and on the financial indicators (profit—Profiti, profit by
employee—ProfitEi, expenses—Expensesi, and debt ratio—DebtRi).

Our analysis continued with three Model Summaries for a set of three dependent variables: CSRBi

(Model 1), InnovBi (Model 2), and TrainingBi (Model 3) in order to evaluate several combinations of
control variables until a particular set led to the largest possible R2.

Furthermore, we applied the Durbin-Watson test in order to verify the existence of independent
errors (Durbin and Watson, 1951). Thus, we calculated how Profiti, DebtRi, ProfitEi, and Expensesi i

variables predicted the subsequent increase of the CSRBi, (Table 3), InnovBi (Table 4) and TrainingBi

(Table 5) in SMEs.

Table 3. Model Summary b for CSRBi (corporate social responsibility).

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson

1 0.986 a 0.972 0.971 119,964.7 1.876
a. Predictors: (Constant), DebtRi, ProfitEi, Profiti, Expensesi, b. Dependent Variable: CSRBi. Source: Authors’
calculation from research data.
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Table 4. Model Summary b for InnovBi (innovation).

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson

2 0.987 a 0.975 0.975 129,299.7 1.921
a. Predictors: (Constant), DebtRi, ProfitEi, Profiti, Expensesi, b. Dependent Variable: InnovBi.

Table 5. Model Table 4 Model Summary b for TrainingBi.

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson

3 0.988 a 0.976 0.976 115,323.9 2.077
a. Predictors: (Constant), DebtRi, ProfitEi, Profiti, Expensesi, b. Dependent Variable: TrainingBi.

The values of the multiple correlation coefficient (R) between the predictors and the dependent
variable CSRBi registered a high value (0.986), which shows a strong influence of all predictors on the
CSRBi of the SMEs.

The value of R2 measures how much of the variability in the dependent variable is accounted for
by the predictors. In our model, its value is (0.972), which means that the predictors account for 97.2%
of the variation of the SMEs’ CSRBi.

The adjusted R2 offers us details about the degree of the generality of our model and its value is
very close to the value of R2 (the difference between the values is 0.001) indicating that the cross-validity
of our models is very good.

From the analysis of Table 4, we can see that the values of the multiple correlation coefficient (R)
between the predictors and the dependent variable InnovBi registers a high value (.987), which shows
a strong influence of all predictors on the InnovBi of the SMEs.

For our model, the value of the R2 is (0.975), which means that the predictors account for 97.5%
of the variation of the SMEs InnovBi. Moreover, the value is the same for both R2 and adjusted R2

indicating that the cross-validity of our models is very good.
An analysis of Table 5 proves that the values of the multiple correlation coefficient (R) between

the predictors and the dependent variable TrainingBi registers a high value (0.988), which shows a
strong influence of all predictors on the TrainingBi of the SMEs.

The value of the R2 is (0.976), which means that the predictors account for 97.6% of the variation of
the SMEs TrainingBi. The value is the same for both R2 and adjusted R2 indicating that the cross-validity
of our models is very good.

The statistical analysis unveils that TrainingBi is the variable with the highest level of influence
(0.988a) on the other indicators, followed by InnovBi, (0.987a) and CSRBi (0.986a). The three variables
influence the dependent variable to a similar extend, which comes to confirm other research findings
showing that the sustainability of SMEs is highly dependent on their financial performance [42,149].

The significance R2 was tested using F-ratio which is significant with a probability of less than
0.001 [150]. For our models, this change was significant for Model 1, Model 2 and Model 3 (0.000).

We observe that the value of the Durbin-Watson test is between 1.876 (Model 1) and 2.077 (Model
3) which demonstrates a serial correlation between errors because a value less than 1 or a value greater
than 3 is problematic for the model validity.

The Durbin-Watson test value stays within the 1.5–2.5 reference interval [150,151]. Thus, the
hypothesis regarding the lack of autocorrelation between the residuals of the multiple regression model
is validated.

The regression results of our models suggest that F values are significant at the 0.000 level,
indicating the regression analysis is meaningful (F for CSRBi, = 1691.2, F for InnovBi = 1911.2, and F
for TrainingBi = 1986.6). The following variables: ProfitEi, Profiti, Expensesi are found to be positively
associated with SMEs’ sustainable factors (CSRBi, InnovBi, and TrainingBi) and the variable DebtRi

is found to be negatively associated with SMEs sustainable factors. SMEs have limited and often
lack financial resources and as a consequence the resources allocated for sustainable activities are not
provided in their annual budgets.
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Pearson’s correlation coefficient can take values between 0 (no effect) and 1 (perfect effect) [152].
It is also important to discuss if the coefficient is positive or negative because it indicates the direction
of the relationship between the variables (Table 6).

Table 6. Correlations between Variables.

Correlation Variables CSRBi InnovBi TrainingBi DebtRi Profiti ProfitEi Expensesi

CSRBi
Pearson Correlation 1 0.982 ** 0.985 ** −0.113 0.650 ** 0.196 ** 0.985 **

Sig. (2-tailed) 0.000 0.000 0.113 0.000 0.005 0.000

InnovBi
Pearson Correlation 0.982 ** 1 0.987 ** −0.117 0.685 ** 0.209 ** 0.986 **

Sig. (2-tailed) 0.000 0.000 0.100 0.000 0.003 0.000

TrainingBi
Pearson Correlation 0.985 ** 0.987 ** 1 −0.110 0.684 ** 0.203 ** 0.986 **

Sig. (2-tailed) 0.000 0.000 0.121 0.000 0.004 0.000

DebtRi
Pearson Correlation −0.113 −0.117 −0.110 1 −0.178 * −0.194 ** −0.123

Sig. (2-tailed) 0.113 0.100 0.121 0.011 0.006 0.083

Profiti
Pearson Correlation 0.650 ** 0.685 ** 0.684 ** −0.178 * 1 0.582 ** 0.676 **

Sig. (2-tailed) 0.000 0.000 0.000 0.011 0.000 0.000

ProfitEi
Pearson Correlation 0.196 ** 0.209 ** 0.203 ** −0.194 ** 0.582 ** 1 0.234 **

Sig. (2-tailed) 0.005 0.003 0.004 0.006 0.000 0.001

Expensesi
Pearson Correlation 0.985 ** 0.986 ** 0.986 ** −0.123 0.676 ** 0.234 ** 1

Sig. (2-tailed) 0.000 0.000 0.000 0.083 0.000 0.001

** Correlation is significant at the 0.01 level (2-tailed). * Correlation is significant at the 0.05 level (2-tailed). Source:
Authors’ calculation from research data.

Correlated with CSRBi (0.982 **) and with TrainingBi (0.987 **), InnovBi has the potential to
successful position SMEs in niche markets. Hoffrén and Apalajahti [153] consider that innovation,
especially radical innovation has a positive impact on the SMEs’ sustainability because it highlights
the owner-manager’s entrepreneurial behaviour.

Compared to the other indicators, the analysis demonstrates a statistically significant causal effect
on most performance indicators, except for DebtRi which demonstrates that an increase in expenses
limits the DebtRi of SMEs.

The analysis of the findings suggests that all the independent factors (the predictors) contributed
in a significant way to explaining the dependent variable (the level of statistical significance is lower
that 0.05 or 5% for all factors). Moreover, we observed that between the value of the Profiti and the
CSRBi, there is a direct influence relationship.

Our findings prove that CSRBi is significantly and positively correlated with the following
indicators: Expensesi, Profiti, and ProfitEi, and it is negatively correlated with DebtRi. The fact that the
stronger correlation is between CSRBi and Expensesi (0.985) and the stronger negative one is between
CSRBi and DebtRi (−0.113), indicates that the CSRBi is an indicator that contributes to the limitation of
DebtRi of SMEs. Analysing the relationship between CSRBi and the other indicators leads us to the
conclusion that CSRBi contributed significantly and in a positive way to the increase in profit and a
decrease in expenses [154].

During the years the SMEs kept allocating a budget for sustainable activities and it is proved by
the positive correlation between CSRBi and ProfitEi (0.196) and by the results of the research of Deng
and Long [155] that consider the value of financial performance as a boundary.

SMEs can use training and innovation to improve the impact of CSR on their sustainability with a
focus on positive financial indicators (i.e. a slow but steady growth of profit according to the degree of
awareness and implementation of sustainability strategies and policies). The external environment and
the public community might pressure SME owners to engage in CSR activities, in order to encourage
the connection between the triple-bottom-line and the financial results. This is underlined by the
results of the Irish Small and Medium Enterprises study [156], which states that SMEs provide 69% of
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all employment in Ireland and are successful due to constant training, development, and investment
in innovation.

A summary of the findings which demonstrates that our all hypotheses are supported is depicted
in Figure 2.

Figure 2. Results for the sustainable structural model. * p < 0.05.

The results emphasize the interactions among the different financial elements of the SME’s
sustainable investments and the regional context [157] and also prove that SMEs perceive CSRBi,
TrainingBi, and InnovBi as important factors for their competitive advantage as proved Shen and
Benson [158] by their research. Moreover, it is already well established that a significant relationship
exists between InnovBi and CSR outcomes and between innovation and SMEs obligations to their
stakeholders [159].

5. Conclusions, Limitations and Future Research

Our research offers new insights into the SME management literature because it can be used
to understand the relevance of financial sustainable factors mechanism in different types of SMEs
and the way in which SMEs can use these financial instruments in order to achieve a strategic
competitive advantage.
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The importance of our study consists of an analysis of the impact of the budget related to three
sustainable factors (CSR, innovation, and training) on financial results of SMEs from two important
industries from the South West region of Romania. Research on SMEs has traditionally focused on
human resources strategies and our research is oriented to the sustainable elements of SMEs—entities
which are in continuous transformation and which are characterized by a high degree of instability
(each year, many SMEs come and go from the local, national and European business environment).
Moreover, the originality of the article consists of the analysis of the triple-bottom-relationships
between CSR-Innovation-Training as predictors of SME sustainability based on financial results. This is
important because not many sustainability studies conducted at the level of SMEs were based on
complex financial factors analysis, more of them where based on a deductive or inductive analysis of
the content or from a theoretical point of view [160–162].

CSR, training, and innovation is being implemented more and more by Romanian SME owners
because they are starting to understand their potential. As a result, the role of all three factors as
predictors of SMEs’ sustainability will be increased by a new perspective that underlines the importance
of their mechanisms on financial performance of SMEs. In the last years, the owners-managers of
Romanian SMEs started to become aware of these advantages and invest in sustainable practices, due
to the impact of these activities upon the company’s financial performance.

Another practical contribution of this paper consists is the study of the financial indicators for a
long period of time (eight years, from 2010 to 2017) which contributes to the reliability of the study.
Our research is relevant for SMEs from the two chosen industries, the same industries used in the
ISME study [156].

The main limitation of our research consists, first of all, in the fact that we only used SMEs from
two industries in our sample (F = Construction, G = Wholesale and retail, repair of motor vehicles and
motorcycles) and one region of Romania (South West Oltenia Region). Another limitation is the use of
financial results to measure CSR and innovation.

As for the future of our research, we aim to do the following:

(1) We want to expand our research to include SMEs from the same industries (construction industry
and wholesale and trade industry) from all the development regions of Romania (North West,
Centre, North East, South East, South Muntenia, West, Bucharest Ilfov).

(2) We want to study SMEs from other important industries (C = Manufacturing, I = Hotels and
restaurants, K = Financial and insurance intermediation), taking into account the research of Hull
and Rothenberg [163] who arrived at the conclusion that SMEs operating in different activity
sectors may have different benefits in the pursuit of sustainable factors.

(3) Our research will further address the qualitative study of the impact of CSR on the sustainability
of SMEs.

Author Contributions: Conceptualization, A.B.-S. and L.S.M.; Methodology, A.B.-S.; Software, A.B.-S.; Validation,
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Administration, A.B.-S. and L.S.M.
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