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Abstract: In relation to organizational performance measurement, there is a growing concern
about the creation of value for people, society and the environment. The traditional corporate
reporting does not adequately satisfy the information needs of stakeholders for assessing an
organization’s past and future potential performance. Practitioners and scholars have developed
new non-financial reporting frameworks from a social and environmental perspective, giving
birth to the field of Integrated Reporting (IR). The Economy for the Common Good (ECG)
model and its tools to facilitate sustainability management and reporting can provide a
framework to do it. The present study is the first one that empirically validates such metrics on
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a sample of 206 European firms. Consequently, it allows knowledge to advance as it checks
their statistical validity and reliability.
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1. Introduction
The Brundtland Commission defined sustainable development as the one that
meets the needs of the present without compromising the ability of future generations to
meet their own needs [1].
Being corporate sustainability (CS) the business approach that deals with
sustainable development, in the last twenty years, a number of scholars have provided
different definitions of the subject. All of these definitions of CS point to the need to
integrate economic, social and environmental aspects in ordinary firms’ management
[2,3,4]. Therefore, the business practice should operationalize social and environmental
sustainability. To do so, organizations have to implement management instruments,
concepts, and systems, i. e. sustainability management tools.
On the other hand, in terms of organizational performance measurement one can
realize how there is a growing concern on the creation of value for people, society and
the environment. Thus, challenging the traditional financial business reporting model.
According to Flower [5], traditional corporate reporting does not adequately satisfy the
information needs of stakeholders for assessing an organization’s past and future potential
performance. As a consequence, practitioners and scholars have developed new nonfinancial reporting frameworks from a social and environmental perspective. This way,
giving birth to the field of Integrated Reporting (IR), Dumay et. al. [6] provide a
structured literature review of the field of IR from its starting point up to date.
Accordingly to the above mentioned, for authors, it could be useful for the
organizations to integrate sustainability management and reporting in one tool to facilitate
the implementation and control of sustainability management. The Economy for the
Common Good (ECG) model and its tools to facilitate sustainability management and
reporting: the Common Good matrix (CGM) and the Common Good Balance Sheet
(CGBS) can provide a framework to do it [7,8].
Following the triple bottom line approach [9], Felber [10,11] proposes an
alternative model: the ECG model, whose purpose is to achieve full respect for human
rights-related fundamental values within companies worldwide and, thus, a more human
run of firms based on cooperation and the prosecution of general interest. Hence, shedding
light on the need to balance economic, social and environmental outcomes. The ECG
model has as main goals the business contribution to the common good and cooperation
instead of profit spirit and competition. From this point of view, economic growth and
money are not goals by themselves, instead, they are considered as a means to achieve
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human welfare and quality of life for people [12]. The ECG model values are, essentially,
the universal and basic principles of human rights: human dignity, solidarity and social
justice, ecological sustainability, and democratic participation and transparency.
The ECG model employs the CGM as the tool to guide and measure the
contribution of the business to the common good [12]. In short, the CGM is the framework
that the ECG model proposes to make compatible the creation of economic, social and
environmental value and, also, to measure the ability of the businesses to integrate the
different types of value in their business model. This way, we argue that the CGM can be
considered as a tool to lever business models based on corporate sustainability.
Furthermore, the CGM is the base to assess businesses in terms of their
contribution to the common good as it serves as the base to work out the CGBS. The
CGBS is the tool that the ECG model proposes to measure business success in terms of
economic, social and environmental impacts by means of scores taking as a reference the
stakeholders approach [13].
In the present work, authors will perform a statistical validation of the metrics
employed in the CGBS and the CGM to measure the organizations’ contribution to the
common good in terms of their ability to create different types of value: 1. Human dignity;
2. Solidarity and social justice; 3. Environmental sustainability; and 4. Transparency and
Co-determination.
To do so, the authors employed a quantitative approach. Thus, authors test the
CGBS and the CGM measurement instruments by means of exploratory factor analysis
(EFA) based on principal component analysis (PCA).
From an overall population of 400 European firms that implemented the ECG
model by applying the CGM and producing the CGBS (being all these CGBS audited),
authors get a sample of 206 European firms from Germany, Austria, Switzerland, Italy,
and Spain. The data-gathering took place through an online survey during the 1st quarter
of 2018.
This way, the authors validated the measurement instruments employed in the
CGBS and the CGM. Therefore, they concluded that the CGBS resulted in an adequate
tool to capture non-financial value creation.
The ECG model provides an alternative framework to implement CS management
and reporting in an integrated way. Hence, it can contribute to overcoming critics on IR
limitations [13].
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The current study is the first one that has empirically validated by means of
quantitative methods (EFA) the metrics employed in the CGBS and the CGM,
consequently, it allows knowledge to advance as it checks their statistical validity and
reliability.

2. Theoretical Framework
The ECG model [12] provides an organizational behavior model that can be
translated into a set of interrelated management-control tools. Such model can be adopted
by whatever type of organization: from the public or private sector, for profit or not for
profit organizations. Thus, in the eyes of the ECG model maximizing profit is not the last
purpose of a firm, instead, profit becomes a means through which firms can create
different types of value to contribute to the common good.
The fact of considering profit as a means to achieve the common good may
involve the classification of the ECG as both, social and entrepreneurial innovation
process. This way, the ECG allows to solve social needs and, at the same time, create new
social relations and reinforce economic value creation [14].
On the other hand, scholarship has deeply analyzed the factors that drive
businesses to succeed or fail. To do so, academia has produced several theoretical and
empirical works that set up a number of theories and approaches in the field of business
administration. However, up to date, there are no studies focused on the firms that operate
under the ECG model. Despite this, some approaches and theories developed in the
business administration field to explain how firms can achieve superior economic and
financial performance to their rivals can be redefined to analyze the ECG firms’ behavior
[8,15,16].
One of the first changes that one can appreciate when analyzing the ECG model
is the one in the goals hierarchy, a consequence of the prevalence of common good over
profitability. According to Aristotle, this order of things is the expression of a true
“oikonomia”, whereas the prevalence of profit over the common good as its opposite:
“chrematistiké” [17]. Defining the common good as the (old and) new bottom line of
economic activities requires a new approach to measure a business way to success. The
CGM and the CGBS are the tools that allow to manage, measure and monitor the firm’s
behavior in terms of social and environmental concerns in an integrative way. Thus, they
involve feedforward, concurrent and feedback control. Consequently, the CGM and the
CGBS complement the information provided by the financial Balance-sheet and the
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income statement of a firm and help to implement sustainable business models. This way
they make possible to manage and monitor the firm’s behavior in terms of sustainability
based on the intersection of the three dimensions: economic, social and environmental.
Therefore, we can conclude that by putting the ECG model into practice allows the cocreation of economic, social and environmental value and, thus, it is aligned with the CSR
approach. In the following sub-sections, we show the different approaches from which
the ECG model derives and point the main contributions that ECG provides over those
approaches. The reader must keep in mind that the ECG model tries to integrate and
improve previous approaches by advancing on pre-existing knowledge.

2.1. Stakeholders Theory and ECG Model
The Stakeholders theory [18,13,19,20,21] holds that those who can influence or
be influenced by the actions of an enterprise (groups or individuals) must be considered
as an essential part of business strategy. Such theory has been taken as a base to develop
other topics as for example CSR [22,23] or in the framework of corporate politics, that is,
the attempts to influence political institutions and/or political actors in favor of the
business interests [24].
Hence, this theory places stakeholders in the core of business attention but does
not refer to how to manage them [25,26].
In the ECG model, organizations employ the CGM to work out the CGBS.
Through this matrix the ECG model measures the degree of relation between the business
activities that the organization holds with its different stakeholders (suppliers, owners,
equity and financial service providers, employees, customers, and business partners and
social environment) in terms of the human and ethical values measured in the model
(human dignity, solidarity, and social justice, environmental sustainability and
transparency, and co-determination). Therefore, we can affirm that the CGM and the
CGBS are tools that allow to manage and measure the business relationships with its
stakeholders taking as a basis the human and ethical values. Furthermore, the ECG model
also incorporates a multi-stakeholders approach [27] which considers that the business
creation of value should be spread among the different stakeholders (internal and external
to the organization).
However, we hold that the ECG model goes beyond the stakeholders’
management as the business last purpose is its contribution to the common good [28].
Being this contribution measured as its contribution to human dignity, solidarity, and
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social justice, environmental sustainability and transparency and co-determination in
relation to the business stakeholders. By specifically considering the business
stakeholders (grouping them into five categories), the CGM allows to identify weaknesses
in regards of every one of the stakeholders’ management and, thus, pointing out the areas
that can be improved.

2.2. Shared Value approach and ECG Model
Porter and Kramer [29] (p. 6), define shared value (SHV) as “…policies and
operating practices that enhance the competitiveness of a company while simultaneously
advancing the economic and social conditions in the communities in which it operates.
Shared value creation focuses on identifying and expanding the connections between
societal and economic progress…”
Hence, the underlying idea is that firms can simultaneously create economic,
social and environmental value (i.e. customer’s welfare, natural resources overexploitation, key suppliers sustainability and/or disadvantage situation of local
communities in which the company operates). By all what has been pointed before, Porter
and Kramer [30] point to SHV to be a concept that goes beyond Corporate Social
Responsibility (CSR). According to them, CSR conceives social value creation as
somewhat peripheral and, always subordinate to economic value creation, in the firm’s
strategy. In this sense, for them CSR policies are the consequence of the firm’s search for
social legitimacy, thus, maximizing short-term profits [29].
However, a strategy based on SHV is a bet for the long term as their outcomes can
involve longer time period and higher initial investment “…higher return and broader
strategic benefits to all the participants…” [29] (p. 4).
As in the case of the ECG model, such approach confers an important role to
market transparency, as well as to cooperation as an essential condition to create SHV
(i.e. cooperation between the firm and its supply chain) [31,32]. However, unlike the ECG
model, SHV model does not advocate for replacing competition with cooperation.
Another key difference between both models is the role they give to business’
profits. In the case of SHV, the underlying idea consists of the simultaneous co-creation
of social (in a broad sense which includes environmental) and economic value. Therefore,
considering social and economic value creation as goals at the same level. In this sense,
the SHV model provides full legitimacy to business growth as a strategic goal. Otherwise,
the ECG model considers business’ profits and economic value creation merely as a
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means that allows businesses to contribute to the common good. That is, as a mean to
generate social and environmental value.
Despite these differences, the underlying logic proposed by Porter and Kramer
[29] about how to create SHV can lever the future development of the ECG model
[33,34]. Some of the actions that drive to SHV creation are also a way to integrate the
ECG values into business behavior: human dignity, solidarity, and social justice,
environmental sustainability, transparency, and co-determination.
However, we must take into consideration that SHV approach does not include
business’ ethical values, instead, such issues are relegated to a second term. For that
reason, according to SHV approach businesses can co-create social and economic value
but such approach will not guarantee business’ legitimacy because it does not guarantee
that businesses assume full responsibility for their actions [35,36].

2.3. Triple Bottom Line and ECG Model
The Triple Bottom Line (TBL) has its origins in Carroll’s pyramid [37,38,39].
Following Elkington [9] (p.3), “the sustainable development is compromised with
economic prosperity, environmental quality, and social justice”. Thus, it takes into
consideration three different lines: society, economy, and environment. Society depends
on the economy and this, in turns, depends on the global eco-system whose health is
represented as the third line of the TBL. Society should be viewed in terms of its relations
with economy and eco-system, giving birth to a set of relationships among the three lines
[40].
The TBL model employs a matrix to measure in a quantitative way the impact
generated by the organization from an economic, social and environmental point of view
[41]. Such three dimensions are neither static nor stable, on the contrary, they are viewed
from a dynamic perspective due to the consideration of the organizational environment
in the model. Thus every one of the lines acts as a continental platform which can move
independently from the others. So that it can be placed above, below or beside the others;
this involves the possible existence of frictions among them [42,43].
Notwithstanding the above mentioned, the matrix relates the three basic
dimensions (economy, society, and environment) with the organization’s stakeholders
(shareholders, franchisees and /or subsidiaries, employees, customers, competitors, local
communities, humanity, future generations, and the natural world or eco-system).
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The model has succeeded in the last years as it has served to design and implement
CSR policies. It is possible to explain its growth by two reasons: (1) the three dimensions
of the model are easy to understand and integrate within the organization goals; (2) is the
approach employed by the Global Reporting Initiative to write the guides that serve as a
basis to produce sustainability reports.
The TBL has been applied to both the public and private sector. In for profit and
not for profit organizations [44]. However, as pointed by Elkington [45], the TBL is not
exempt from critics. Recently, he stated that “the Triple Bottom Line has clearly failed to
bury the single bottom line paradigm” [46].
The TBL and the ECG model share the triple dimension as a basis to build up their
sustainability. For us, the ECG model goes beyond the TBL in the sense that it takes into
consideration not only the outcomes for the different stakeholders but also the path
followed to get those outcomes. That is, it is not only what you got it is also how you got
it what matters.

2.4. Corporate Sustainability, Integrated Reporting, and ECG model
The concept of CS has its origins in the relationship between CSR and
sustainability [47]. The Brundtland Commission [1] employed the concept for the first
time in its report of 1987.
Despite the different points of view arisen around sustainability [48], all of them
share the following traits: economic viability, full respect for the environment and be
socially equitable [2,49].
Since 1987, the United Nations has held a number of summits and conferences
from which several agreements on sustainability goals have been made. The last one has
been the Summit of 2015 which set the seventeen sustainable development goals to be
achieved in 2030.
From its part, the Dow Jones Sustainability Index (DJSI) defines CS as a business
approach that pursues the long run creation of value for shareholders by means of taking
advantage of opportunities and, at the same time, performing effective management of
the inherent risks to economic, environmental and social development. Such definition
goes beyond the mere concept of environmental sustainability, providing a strategic focus
based on value creation [50] which differentiates it from CSR [51]. Despite it, DJSI does
not take into consideration the creation of value for the rest of the stakeholders (only
shareholders). This trait differentiates it from the ECG model.
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Furthermore, CS approach, as SHV approach, does not consider business’ ethical
behavior or let this issue in a second term; which impedes the firm to take full
responsibility for its actions and give a response to the legitimate stakeholders’
expectations [36]. Unlike the CS approach, the ECG model puts ethical behavior in the
core of business management, placing it on the first level, which turns such an approach
into somewhat global and integrative.
In the same way that economic performance can and must be measured, the same
consideration is applicable to sustainability [52,53]. This goal can be achieved through a
system of non-financial indicators to measure organizational performance and impact in
terms of social and environmental concerns [54,55].
Until recently, firms did not have any legal duty of providing non-financial
information. In this sense, in 2014 the European Directive 2014/95/UE included the duty
of performing a non-financial statement (NFS) for large firms1. Such NFS must include
information related to (1) business model description (activities performed and essential
information about how these activities are performed); (2) an explanation on policies and
procedures (including environmental and social concerns, staff, human rights and
corruption prevention); (3) the main risks related to the issues included in point 2 and
how they can be associated with the firm’s core businesses; (4) Key non-financial
indicators (KPI), relevant to the firm’s core business. In case these indicators were not
provided, indicate the reason/s why they were not applied.
In the present, the most extended non-financial reporting come from Global
Reporting Initiative (GRI)2, since 1999 [56]. Up to July 2018, the version in force is G4
designed in 2013 and launched in 2014. From July 2018, a new version based on four
interrelated modules (Universal, Economic, Environmental and Social) has substituted
G4.
An important milestone in terms of corporate sustainability reporting happened in
2010 when the International Integrated Reporting Council (IIRC) developed a global
integrated report (IR) for the first time. The purpose was to build up a set of corporate
reporting rules internationally accepted and to overcome the existing problems of overinformation, lack of clarity and reliability [57,58].
According to IIRC (www.integratedreporting.org), “an IR is a concise
communication about how an organization’s strategy, governance, performance, and
prospects, in the context of its external environment, lead to the creation of value in the
short, medium and long-term”. In other words, IR contains the essentials about financial,
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social, environmental and corporate governance information by summarizing it in one
report. Thus, such report becomes the firm’s main picture facing third parties [59]. Hence,
IR goes beyond sustainability reporting being the natural next step [60,61]. In the present,
we can observe an exponential growth in the number of reports included in the GRI
database as “integrated” reports. They must include: (1) an overall vision on the
organization and its environment (the organization’s scope, the legal, political, social and
environmental issues that can affect the organization and its value creation); (2)
governance (how the organization’s governance structure is and how it can lever the
organization’s value creation in the short, medium and long-term); (3) business model
(the organization’s recipe to create value); (4) Risks and opportunities (specify the main
risks and opportunities affecting the organization and how they can support the
organization’s ability to create value); (5) Strategy and resource allocation (what is the
organization’s last purpose and how it will do it); (6) Performance and strategic goals
within the time frame; (7) Perspectives (specify the organization’s main challenges and
uncertainties to implement its strategy); and (8) Essential assumptions (determination of
the relevant aspects to be reported and how they are quantified and evaluated).
It is important to note that GRI guides recommend, despite it is not mandatory,
the verification of the IR (which includes non-financial information). Such verification
should be in charge of an independent expert who has to produce his/her own conclusions
on the reliability and adequacy of the information (compared with standard values). To
perform this verification process, IIRC has developed a set of international rules and
standards. Therefore, ensuring comparability and credibility to the stakeholders to whom
the information is addressed. These standards are commonly known as “International
Standards on Assurance Engagement” (ISAE). Among them, we point out: AA1000 APS
and ISAE 3000. Sometimes both are combined as they show complementary traits.
Moreover, there are independent agencies capable of assessing any type of
organization worldwide in terms of CS and IR. These agencies pick up the relevant
information from different sources (public reports, the corporate website, and others),
later on, they contrast it by sending questionnaires to third parties (NGOs, consumers
associations, environmental associations, unions…). Once the information has been
obtained and contrasted, the results are expressed in terms of measurable variables for
every one of the analyzed dimensions. These results allow classifying the organizations
involved in the assessment and, also, their countries of origin. During the last years a
number of sustainability agencies have proliferated at a global level (i. e. EIRIS,
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Sustainalytics, Oekom Research AG, MSCI ESG Research and RobecoSam Sustainability
Investing).
From its part, the ECG model [12] takes many of the indicators employed by IR,
adds other indicators and, also, offers a global and integrative insight on businesses, but
it tries to promote changes not only inside the businesses but also at the social level. In
this sense, businesses are considered as a change lever, a force for good. However, the
ECG model only considers social and environmental concerns and try to improve the
measurement of stakeholders’ management in terms of social and environmental
concerns. This is because the ECG assumes that economic and financial reporting are
currently well developed and grounded, thus the gap exists in the fields of social and
environmental outcomes measurement.
The ECG model employs the Common Good (CG) matrix as the tool to manage
and measure the contribution of the business to the common good [12,16,15]. In short,
the CGM is the framework that the ECG model proposes to make compatible the creation
of economic, social and environmental value and, also, to measure the ability of the
businesses to integrate the different types of value in their business model. This way, we
argue that the CGM can be considered as a tool to lever business models based on
corporate sustainability.
Such matrix relates the firm’s behavior in terms of the general principles and
values of human rights, grouped into four categories (“human dignity”, “solidarity and
social justice”, “environmental sustainability” and “transparency and co-determination”),
to the stakeholders grouped into five categories (“suppliers”, “owners, equity and
financial services providers”, “employees”, “customers and business partners” and
“social environment”). Hence, the CGM employs as one of its bases the Stakeholders
approach [13] to measure the business contribution to the common good.
Hereafter, we proceed to analyze such aspects for every one of the stakeholders
considered in the CGM [62].
According to the ECG model, the relationship between the business and its
suppliers should be based on the promotion of human dignity in the supply chain. In this
sense, businesses have to be conscious of their responsibility for the value network in
which they participate. So, the criteria to select suppliers are proper work conditions
(wages and labor rights), environmental aspects (raw materials and sources of power
employed), social effects on other groups and regional alternatives. The model proposes
the prioritization of regional, green, social suppliers to avoid carbon print, the control of
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risks (i.e. pollution) related to products/services and the payment of fair prices in origin.
From an entrepreneurial point of view, we conclude that the ECG model helps to lever
local entrepreneurship due to the proximity criterion to select suppliers, this way it
contributes to local economic development. Furthermore, given the prioritization of social
criteria, it also creates opportunities for local social enterprises.
The ECG Business behavior in regards to its funding is based on ethical financial
management. To do so, businesses prioritize operation with ethical banking and invest
their surplus in ethical and environmentally sustainable projects. The matrix also
advocates for strengthening self-funding and fostering the funding coming from
commercial exchanges between businesses. Hence, we can conclude that The ECG model
drives to the implementation of a private financial system based on ethical and social
values.
On the other hand, the relationship between The ECG businesses and their
employees is also based on the ethical management of human resources (HRM). This
way, HRM must drive to ensure human dignity at the workplace through the creation of
healthier working conditions based on freedom in the workplace and cooperation. The
proposed criteria are workplace quality, equality, fair distribution of work loading, social,
ethical and environmentally friendly behavior promotion among employees, fair
distribution of the income generated and keeping internal democracy and transparency in
the making decisions process.
In relation to the business relationship with its customers and competitors, The
ECG model advocates for fair sales management. The goal is to treat customers as
business partners by putting into practice long-term relationships based on conscious
consumerism and ethical buying practices. The CGM proposes as criteria: the use of
social marketing practices, employee’s training in relation to fair commercial practices,
employees’ compensation systems in relation to sales targets and customers’ participation
in the business decisions related to the offer of ethical and green products /services. This
way, The ECG model promotes conscious consumerism and business sustainability not
only in the business that applies the model but also in its customers’ behavior. Heidbrink
et al. [63] who have done qualitative research on the ECG model, point out that it has the
potential to promote a post-growth economy as consumers are asked if they really need
the product or service of a company.
Finally, The ECG model also proposes an ethically driven environmental
management. In this sense, The ECG businesses define themselves as citizen
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organizations socially responsible with a strong commitment to the social environment in
which they operate. To do so, the CGM proposes the following criteria: human needs
satisfaction assessment, return a part of the profits to the local community, reduction of
the effects on the environment at the minimum possible level, minimize dividends
distribution and set up transparency and participation systems to ensure social codetermination and transparency.
Previously, there have been four versions of the CGM that have evolved into the
5.0 version in force since May 2017 after seven years of experience since the ECG model
was launched. The 5.0 CGM can be consulted on www.ecogood.org/en/common-goodbalance-sheet/common-good-matrix/.
From the application of the CGM dimensions and indicators, it is possible to
produce the CGBS which is an integrated report that includes social and environmental
information. Such report also includes improvement measures and can be verified as in
the case of IR.
The verification process in the ECG model can be performed by means of a peer
to peer procedure (similar to benchmarking) or by an external audit (approved auditors).
There exists a support agency for the common good which is in charge of auditors
training, auditors approving, advisors training and advisors approving. Furthermore, this
agency has set up a system to recognize the businesses achievements when they perform
the whole process: one seed for businesses that have produced their CGBS, two seeds if
the businesses also followed an audit peer to peer, and three seeds if the businesses
produced their CGBS and also followed an external audit. Such agencies take the form of
associations that operate at country and /or regional level3.
Figure 1 below, summarizes the relationships of the ECG model and its
implementation-control tools (the CGM and the CGBS) with the pre-existing models to
capture non-financials based on sustainability approach.
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Figure 1. The ECG model’s origins.
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After having reviewed the different approaches that constitute the theoretical
ground of the ECG model and its implementation-control tools, the objectives of the
present paper are: 1) Validate the CGBS as an adequate metric to capture non-financials
by integrating measures of social and environmental value creation for the key
stakeholders. That is following a holistic value concept, and 2) Assess the effectiveness
of the CGBS as a tool to manage and measure the relationships of the organization with
its key stakeholders in terms of social and environmental value creation.

3. Methodology

3.1. Data-gathering and Sample Profile
To validate the metrics employed in the CGM and the CGBS, we designed a
questionnaire to be distributed among the firms that have implemented the ECG model
from 2011 to 2017 in Europe. Such questionnaire asked the firms about the scores they
have obtained in the different items included in the CGM and reported in the CGBS. It
also picked up information on the industry, age, country of origin, number of employees
and turnover, being these variables treated as control variables for statistical purposes.
Thereafter, we distributed the questionnaire through an e-mail addressed to the
firms’ managers during the first quarter of 2018. The e-mail contained a link that allowed
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the firms to fulfill the questionnaire on the online platform “Survey Monkey”, they can
also upload their CGBS to the platform or send it by e-mail. This facilitated the datagathering as it enabled the researchers to download the data matrix directly from the
online platform, then they only had to type the scores of the firms that had opted for
uploading their CGBS or sending them by e-mail.
The population comprised an overall of 400 European firms that had implemented
the ECG model by producing and auditing a CGBS up to December 31, 2017. We sent
the questionnaire to the overall population and got an overall of 206 full and valid
responses, that is, the sample comprised 51.50% of the population.
Five European countries concentrate most of the population of ECG firms:
Germany (39.8%), Austria (30.1%), Spain (19.4%), Italy (7.8%) and Switzerland (2.4%).
The rest of the European countries account for 0.49% of the population.
The firms can obtain a maximum score of 1,000 points by applying the metrics
included in the CGM and reported in the CGBS. The average score obtained by the firms
was 497, the median was 498; which means that, according to the rating employed by the
CGBS, most of them fall into the “experienced” level (between 301 and 600 points).
Specifically, 67.96% of firms in the sample fall into the “experienced” level, 24.27% of
the fall into the “exemplary” level (between 601 and 1,000 points). None of them fall into
the “beginner” level (between 1 and 100 points) and 7.77% of them fall into the
“advanced” level (between 101 and 300 points).

3.2. Measures
As the last purpose of the current study is to statistically test and validate the
metrics employed in the CGM and the CGBS, we took into consideration the dimensions
and items included in the 5.0 version of the ECGM and the CGBS (the version currently
in force).
Furthermore, given that the present study includes the European firms that have
implemented the ECG model producing their CGM and CGBS from 2011 to 2017, we
had to deal with five different versions of the CGM and the CGBS. Consequently, the
first task to do was to homogenize the measures and transform them into the 5.0 version.
To do so, we employed the conversion table elaborated by the ECG advisors that have
been in charge of the development of the five versions of the model.
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Table 1, below, depicts the dimensions and measures (items) that the CGM and
the CGBS employ to measure the relationship of the firms with their stakeholders in terms
of social and environmental concerns.
Table 1. Dimensions and measurement scales of the CGM and CGBS
Dimension
Items
Measurement
Scales
Suppliers
A1. Human dignity in the supply chain.
Absolute
A
A2. Solidarity and social justice in the supply chain. values (scores)
A3. Environmental sustainability in the supply
chain.
A4. Transparency and co-determination in the
supply chain.
Owners, equity B1. Ethical position in relation to financial resources.
Absolute
and financial B2. Social position in relation to financial resources. values (scores)
service
B3. Use of funds in relation to the environment.
providers
B4. Ownership and co-determination.
B
Employees
C1. Human dignity in the workplace and the working
Absolute
C
environment.
values (scores)
C2. Self-determined working arrangements.
C3. Environmentally friendly behavior of staff.
C4. Co-determination and transparency within the
organization.
Customers and D1. Ethical customer relations.
Absolute
business
D2. Cooperation and solidarity with other values (scores)
partners
companies.
D
D3. Impact on the environment of the use and
disposal of products and services.
D4.
Customer
participation
and
product
transparency.
Social
E1. Purpose of products and services and their
Absolute
environment effects on society.
values (scores)
E
E2. Contribution to the community.
E3. Reduction of environmental impact.
E4. Social co-determination and transparency.
3.3. Analysis Technique
To validate the metrics employed in the CGM and CGBS, we first assessed
whether an underlying structure existed among the measurement instruments by means
of exploratory factor analysis (EFA). Following Hair et al. [64], we found EFA to be an
appropriate technique because it provides the tools for analyzing the structure of the
interrelationships among a large number of variables by defining sets of variables
(factors) that are highly correlated. Being factors assumed to represent dimensions within
the data.
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Moreover, as the general purpose of EFA is to find a way to summarize the
information contained in a number of original variables (items) into a smaller set of new,
composite dimensions (factors) with a minimum loss of information, that is, to search for
and define the fundamental constructs or dimensions assumed to underlie the original
variables [65,66], therefore EFA is suitable to check whether the structure revealed by
the data set fits the structure proposed in the CGM and the CGBS.
Finally, we proceed to validate the results of EFA to assess their degree of
generalizability. This issue is critical for the interdependence methods as EFA.
Specifically, in our research, the generalizability of the results would involve the
empirical demonstration that the CGM and the CGBS are adequate (valid) tools to capture
non-financials concerns.

3.4. Findings
The starting point to apply any multivariate technique (this includes EFA) on a
data set is to check whether the data set follows a normal distribution [64]. In our case, as
pointed out in subsection 3.1, the average score the firms got by applying the CGBS was
497 whilst the median of such score was 498. Thus, suggesting a normal distribution of
the data. Furthermore, we also checked the skewness and Kurtosis of the metrics (items)
employed in the CGM and the CGBS. Table 2 below depicts the items descriptive
statistics.
Table 2. Descriptive Statistics
M

SD

Skewness

A1

19.50

8.695

0.180

Kurtosis
-0.584

A2

15.32

6.681

0.041

-0.748

A3

4.46

1.914

0.320

0.111

A4

4.45

1.865

0.347

0.425

B1

3.23

2.123

0.911

0.763

B2

4.27

2.808

0.874

0.499

B3

1.73

1.263

0.643

0.043

B4

3.19

1.985

0.740

-0.065

C1

51.60

18.968

0.022

-0.571
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C2

65.13

27.603

-0.213

-0.292

C3

15.07

9.372

2.204

9.113

C4

29.70

25.959

0.643

-0.577

D1

29.47

10.004

0.213

1.590

D2

47.35

19.569

0.493

0.521

D3

40.48

22.023

0.252

-0.987

D4

14,37

12,490

1.935

1.841

E1

52,16

19,630

-0.127

-0.320

E2

59,33

26,145

-0.253

-0.699

E3

26,42

16,889

0.634

0.068

E4

9,78

9,167

1.427

2.013

As we can observe in table 2, the skewness and kurtosis values are closer to or
under the conventional value of ± 2.00 [63], thus confirming the normality of the data
distribution. Therefore, EFA as a multivariate analysis technique will produce reliable
results.
Thereafter, we ensured that the correlation matrix fulfills the assumptions to apply
factor analysis. That is, that the data matrix had sufficient significant correlations to
justify the application of factor analysis (the commonly accepted threshold is .30).
Table 3 below shows the correlation matrix with the significant correlations at .01
level in bold and followed by a * sign. As we can see, most of the correlations among
items were greater than .30 and significant at .01 level.
In the bottom of table 3, we can also find an overall measure of sample adequacy
(Kaiser-Meyer-Olin, KMO) and the Barlett test of Sphericity. In regards to KMO, it
ranges from 0 to 1. According to Kaiser [68,69], when KMO takes a value greater than
0.8 we are facing a meritorious level of sampling adequacy. KMO reached .846 in our
case. Barlett test of Sphericity is also displayed at the bottom of table 3, in our case we
can conclude that the correlation matrix had significant correlations among, at least, some
of the items at .01 level. Therefore, we concluded that the data were suitable to apply
factor analysis.
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Table 3. Partial correlations and Measures of Sample Adequacy
A1
A2
A3
A4
B1
B2
B3
B4
C1
C2
C3
C4
D1
D2
D3
D4
E1
E2
E3
E4

A1
1.000

A2
.993*
1.000

A3
.964*
.964*
1.000

A4
.969*
.967*
.972*
1.000

B1
.390*
.372*
.394*
.383*
1.000

B2
.397*
.387*
.393*
.379*
.949*
1.000

B3
.421*
.405*
.385*
.392*
.826*
.859*
1.000

*Correlations significant at the .01 level.
Overall Measure of Sample Adequacy (KMO): 0.846
Barlett Test of Sphericity: 4396.46 (Significance: .000)

B4
.403*
.388*
.383*
.384*
.895*
.947*
.912*
1.000

C1
.265*
.264*
.281*
.274*
.272*
.286*
.241*
.276*
1.000

C2
.180
.184
.197
.188
.128
.127
.075
.078
.296*
1.000

C3
.442*
.439*
.449*
.447*
.543*
.510*
.407*
.440*
.253*
.114
1.000

C4
.203*
.209*
.189
.192
.211*
.212*
.204
.175
.212*
.591*
.005
1.000

D1
.287*
.266*
.315*
.297*
.371*
.357*
.275*
.327*
.424*
.204
.293
.118
1.000

D2
.195
.190
.220*
.208*
.302*
.293*
.280*
.281*
.376*
.406*
.147
.258*
.426*
1.000

D3
.518*
.523*
.495*
.472*
.114
.133
.156
.131
.147
.184
.212
.191
.260*
.256*
1.000

D4
.359*
.351*
.337*
.368*
.244*
.226*
.207*
.227*
.108*
.246
.316*
.122
.210*
.434*
.213*
1.000

E1
.328*
.337*
.318*
.292*
.206*
.229*
.241*
.237*
.189
.119
.064
.169
.261*
.321*
.613*
.200
1.000

E2
.067
.063
.065
.073
.154
.136
.079
.109
.074
.616*
-.010
.473*
.077
.271*
.131
.232*
.102
1.000

E3
.527*
.529*
.500*
.485*
.240*
.265*
.273*
.247*
.185
.110
.355
.089
.164
.097
.570
.151
.406*
.136
1.000

E4
.295*
.286*
.283*
.273*
.366*
.364*
.288*
.299*
.178
.330*
.345*
.321*
.266*
.313*
.209*
.192
.132
.329
.374*
1.000
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Then, we proceeded to apply component analysis. We did so because data
reduction was our primary concern as our goal was to determine whether there are any
latent variables among the CGBS items and, also, because as this is the first intend to
validate the metrics of the CGBS we thought that the most appropriate choice was to
consider the total variance as starting point. However, although considerable debate
remains over which factor model is the most appropriate, empirical research demonstrated
similar results in many instances. Both factor models arrive at similar results when the
communalities exceed .60 for most items [70,71,72,73,74], as in our case.
Table 4 shows the results for the extraction of component factors for the full set
of metrics employed in the CGBS. We decided to employ the VARIMAX method
because it seems to give a clearer separation of the factors [64].
Table 4. Results for the Extraction of Component Factor: Full set of items
Extraction Sums of Squared
Initial Eigenvalues
Loadings
% of
Cumulative Total
% of
Cumulative
Factor
Total
Variance
%
variance
%
1
7.451
37.255
37.255
7.451
37.255
37.255
2
2.548
12.741
49.996
2.548
12.741
49.996
3
2.315
11.574
61.569
2,.15
11.574
61.569
4
1.315
6.573
68.142
1.315
6.573
68.142
5
1.186
5.931
74.073
1.186
5.931
7.073
6
0.969
4.847
78.921
7
0.945
4.724
83.644
8
0.607
3.033
86.677
9
0.540
2.702
89.379
10
0.497
2.486
91.865
11
0.396
1.982
93.847
12
0.351
1.753
95.601
13
0.286
1.431
97.032
14
0.259
1.295
98.327
15
0.163
0.813
99.140
16
0.070
0.351
99.491
17
0.042
0.211
99.702
18
0.031
0.153
99.855
19
0.023
0.115
99.970
20
0.006
0.030
100.000
Note: Extraction method Common Factor
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To determine the number of factors to extract, we combined the eigenvalues and
the percentage of variance criteria. Thus, only factors having eigenvalues greater than 1
and accounting for at least 60% of the total variance extracted were retained. As we can
observe in table 4, according to the results we got a five-factor solution which is consistent
with the number of dimensions considered in the CGBS.
Thereafter, we examined the rotated component matrix to achieve simpler and
theoretically more meaningful solutions. Table 5, below, depicts the VARIMAX-rotated
component analysis containing the full set of 20 items that are the metrics employed in
the CGBS.
Table 5. VARIMAX-Rotated Component Analysis Matrix: Full set of 20 items

1
.923
.925
.916
.929

2

Factor
3

4

A1
A2
A3
A4
B1
.916
B2
.937
B3
.889
B4
.934
C1
.668
C2
.817
C3
.463
.461
C4
.774
D1
.724
D2
.732
D3
D4
.430
E1
E2
.839
E3
.441
E4
.481
Factor loadings less than .40 have not been printed

5

.787
.843
.609

Communality
.965
.965
.945
.953
.921
.952
.854
.932
.498
.773
.484
.627
.615
.682
.789
.353
.785
.712
.613
.396

As we can observe, in table 5 factor loadings below .40 have not been displayed
as those loadings were found no significant at .05 level given the sample size of 206
observations and a power level of 80% (computations made with GPower 3.1). Table 5
also shows a well-defined structure of factors 1 and 2 with loadings over .70 for the items
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A1, A2, A3 and A4 in relation to factor 1 and for the items B1, B2, B3 and B4 in relation
to factor 2. The rest of the structure was not clear.
Moreover, in factor analysis items must be unidimensional. That is, they must
represent a single concept. Consequently, each factor should consist of a set of items
loading highly on a single factor, meaning that each dimension should be reflected by a
separate factor [75,76,77,78]. According to the results displayed in table 5, the items C3
and E3 were not unidimensional so items are candidates to be removed to ensure the
items’ unidimensionality. Then, to assess the consistency to the entire scale we proceeded
to check the reliability statistics for the full set of 20 items which are depicted in table 6
below.
Table 6. Reliability Statistics. Full set of items (20).

A1
A2
A3
A4
B1
B2
B3
B4
C1
C2
C3
C4
D1
D2
D3
D4
E1
E2
E3
E4

Squared Multiple
Cronbach’s Alpha if item
Correlation
deleted
.989
.788
.989
.791
.959
.799
.963
.799
.919
.800
.955
.799
.851
.801
.940
.800
.330
.792
.588
.782
.519
.796
.463
.789
.381
.792
.486
.782
.591
.784
.367
.791
.474
.789
.489
.795
.512
.788
.379
.790
Chronbach’s Alpha (full set of items): 0.801

ANOVA test (full set of items): 473.787 (df.: 19; Significance:
.000)
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As we can see in table 6, the Cronbach's Alpha of the full model reached .801
above the recommended threshold of .70 [64]. Whilst the Cronbach's Alpha if the items
C3 or D3 were deleted stayed above such threshold. Therefore, we decided to remove
both items (C3 and D3) and ran the factor analysis again with 18 items.
Table 7 depicts the VARIMAX-rotated component analysis matrix for the reduced
set of 18 items. As we can observe, it also produced a five-factor solution capturing
77.280% of the Variance extracted by the factors. Factors 1 and 2 showed a well-defined
structure coincident with the dimensions A (Suppliers Management) and B (Owners,
Equity and Financial Service Providers Management) of the CGM and the CGBS.
Table 7. VARIMAX-Rotated Component Analysis Matrix: Reduced Set of 18 items

A1
A2
A3
A4
B1
B2
B3
B4
C1
C2
C4
D1
D2
D3
D4
E1
E2
E4

1
.945
.948
.937
.947

2

Factor
3

4

5

1.050

Communality
.984
.982
.964
.971
.915
.953
.872
.949
.638
.776
.614
.644
.654
.790
.270
.838
.716
.383
Total
13.892

5.831

77.280

.914
.938
.900
.942
.761
.831
.765
.745
.657
.417

.770
.879
.841
.489

Eigenvalue 6.830
2.435
2.269
1.308
% of
37.946 13.629 12.608
7.266
Variance
Factor loadings less than .40 have not been printed

However, in this case, we found D3 to show multi-dimensionality problems, as it
cross-loaded on factors 1 and 5, and D4 not loading on any factor. Furthermore, some
items showed communalities under the recommended threshold of .50. So, we decided to
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remove D3 and re-estimate the factor model with a reduced set of 17 items to test for
comparability.
Table 8 shows the results of the VARIMAX-rotated component analysis matrix
for the reduced set of 17 items. In this case, factor analysis revealed a structure of five
factors even though the fifth-factor eigenvalue was slightly below 1. We decided to keep
the five factors structure because the fifth one contributed to increasing the total variance
extracted by 5.669. Thus, the five factors captured 78.701% of the variance of the overall
17 items.
Table 8. VARIMAX-Rotated Component Analysis Factor Matrix: Reduced Sets of 17
items
2

Factor
3

A1

1
.951

4

5

Communality

A2

.956

.984

A3

.941

.966

A4

.946

.970

.984

B1

.915

.914

B2

.939

.954

B3

.898

.870

B4

.942

.948
.817

C1

.737

C2

.839

.777

C4

.792

.672
.713

D1

.641

D2

.642

.736

D4

.821

.775

E1

.440

.544

E2

.814

.721

E4

.494

.585

2.328

2.231

1.261

0.964

Total
13.379

13.695

13.126

7.418

5.669

78.701

Eigenvalue 6.595
% of
38.793
Variance
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Chronbach’s Alpha (17 items): 0.767
ANOVA test (17 items): 560.241 (df.: 16; Significance: .000)
Factor loadings less than .40 have not been printed
Thereafter we proceeded to analyze the factor structure revealed by means of
analyzing the results of the factor analysis. Factor 1 is built upon the items A1, A2, A3
and A4, all of them with loadings over .90. Thus, revealing a well-defined structure in
coincidence with the dimension A (Suppliers Management) of the CGM and the CGBS.
So we labeled factor 1 as Suppliers Management (SPM). From its part, factor 2 is built
upon the items B1, B2, B3 and B4, all of them with loadings over .90. Thus, revealing a
well-defined structure in coincidence with the dimension B (Owners, Equity and
Financial providers Management) of the CGM and the CGBS. So we labeled factor 2 as
Owners, Equity and Financial providers Management (OEFPM). On their part, factors 3,
4 and 5 show overlaps between the dimensions C (Employees), D (Customers and
Business Partners) and E (Social Environment). Another important issue revealed by
factor analysis in regards to stakeholders’ management in terms of environmental
sustainability is that items C3, D3, and E3 had to be deleted to ensure the
unidimensionality of the items. This finding involves that only SPM and OEFPM
dimensions include measures of environmental sustainability in the final model.
In terms of communalities, in the final solution, all the items showed
communalities above the threshold of .50. Demonstrating their appropriateness.
To assess the degree of consistency of the entire scale (CGBS) we check the
Chronbach’s Alpha of the 17 items model, which reached .767. Thus, confirming the
overall model reliability.
Finally, we checked if the 17 items were statistically different from one another
by means of ANOVA test. It tests for differences in means between the groups, as the
significance level was lower than .01 we concluded that the means of the 17 items were
different and, consequently, they were measuring different concepts and we did not face
any redundancy among items.

4. Discussion and Conclusions
The present paper aimed to depict the business administration approaches on
which the ECG model relies. Through the previous sections we proceeded to perform an
analysis by comparison between every one of the approaches considered and the ECG
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model, this allowed us to frame it into the business administration field research and to
point out the contribution that the ECG model has made.
Namely, we first related the ECG model to the stakeholders’ theory with which
the model shares the need to put stakeholders at the core of the business management.
However, the ECG model goes beyond stakeholders’ theory as, by means of the CGM, it
provides guidance to align the stakeholders’ management with the full respect of human
rights.
Thereafter, we also compared the ECG model to the shared value approach.
Although the SHV approach advocated for the co-creation of economic, social and
environmental value, the ECG considers social and environmental value creation (i.e. the
contribution to the common good) as the last business purpose. Thus, giving priority to
social and environmental concerns over profitability.
With the triple bottom line (TBL) approach, the ECG model shares the idea of
measuring the three different types of value that businesses can create and the use of a
matrix as a tool to manage and measure them. However, in contrast, the ECG puts social
and environmental value over economic value whilst the TBL works with three platforms
that are interchangeable.
Finally, the ECG model is also related to corporate sustainability (CS) approach
and integrating reporting (IR). The ECG model when compared to the CS approach, also
advocates for the balance among society, environment, and economy, but unlike CS it
puts ethical behavior in the core of business management. In contrast, the ECG model
employs a multi-stakeholders approach instead of shareholder approach. These traits
make the ECG become a more complete model to manage sustainability at the business
level.
Moreover, following the CS approach, IR has been developed and spread among
numerous firms in the globe to measure organizational performance in terms of social and
environmental impacts. In this sense, the ECG model by means of the CGBS provides the
framework to measure social and environmental impacts using scores. In both cases, IR
and CGBS can be verified. However, inasmuch as the CGBS also provides an
improvement plan to the businesses, one can conclude that the ECG model contributes to
the continuous improvement of corporate sustainability management. In short, the ECG
model can become the next step in corporate sustainability since it completes the preexisting models and this way it levers the development of sustainable business models.
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The quantitative part of the study aimed to check whether the measures employed
by the CGM and the CGBS were valid and reliable metrics. To do so, we applied EFA on
a sample of 206 (out of 400) European firms that had produced and audited a CGBS since
2011.
The results of EFA revealed a five factors solution. Hence, we concluded that the
dataset showed an underlining structure similar to the one depicted in the CGBS.
However, in regards to the dimensions, only two of the five factors revealed by EFA
coincided with the ones included in the CGBS (SPM -> A and OEFPM -> B).
On the other hand, the other three factors were built upon the overlap of different
dimensions according to the design of the CGBS. For that reason, we would recommend
merging some of the dimensions. Specifically, factor 3 included 4 items related to the
management of employees and social environment in terms of solidarity and social justice
and transparency and co-determination; factor 4 included 2 items measuring the
management of employees and customers and business partners in terms of human dignity
and, finally, factor 5 included 2 items related to the management of customers and
business partners in terms of solidarity and social justice and transparency and codetermination in addition to one item related to the management of social environment in
terms of human dignity. This indicated that the boundaries between the different
stakeholder's dimensions considered in the model are blur whilst the distinction between
solidarity and transparency and co-determination are not clear. So these dimensions could
be considered as suitable to merge in a broader dimension.
According to the results of EFA, 3 out of 5 items aimed at the measurement of the
dimensions C, D, and E in terms of environmental sustainability had to be removed from
the model. As a consequence, it would be suitable to develop new measures of the
management of some stakeholders (C, D, and E) in terms of environmental sustainability
to be included in a new version of the CGBS. Therefore, the dimensions C, D, and E must
be re-defined and re-structured taking into account the results provided by means of EFA.
Finally, this study is based on EFA as it is the first one that tries to validate the
CGBS as an adequate tool to capture non-financials. Future research should confirm these
results by means of confirmatory factor analysis.

Notes
1 Those with an overall Balance Sheet above 20 millions of € or a net revenue above 40
millions of €, of public interest, with their headquarters located at any country of the EU
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or listed on any of the EU stock market and with more than 500 employees by the end of
the fiscal year.
2 GRI is a non for profit independent international organization based on network
structure. In its activities participate thousands of professionals and organizations from a
number of industries, communities and world regions (www.globalreporting.org).
3 Currently there are Associations for the promotion of the Economy for the Common
Good in nine different European countries: Austria, Germany, Switzerland, Italy, Spain,
France, Sweden, United Kingdom and The Netherlands. There exists another association
in Chile.
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