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ABSTRACT

Sustainability ambitions and strategies vary widely between companies. While
some companies still view ecological sustainability as a necessary evil, others
see it as an opportunity to boost a firm’s performance. This paper focusses on
what differentiates successful companies and less successful ones regarding their
sustainability approach. Differences in approaches towards measuring tools, as well
as in where the responsibilities for the topic lie within the company allow for
recommendations on how to approach sustainability initiatives successfully.
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INTRODUCTION

More and more companies are recognizing their responsibility to the
environment in order to meet a wide range of political and economic
requirements (Crome et al., 2023). Though they also acknowledge the
potential competitive advantage they might gain by meeting society’s growing
need for sustainability, especially among the younger generation. Be it that
young professionals want to have a positive impact on the world in their
private lives as well as at work, or the growing interest of customers in
whether companies take accountability for the environment and pursue
transparent sustainability strategies (Pavlik, 2024; Crome et al., 2023).

Sustainability is certainly not limited to environmental aspects but can
rather be described by the triple bottom line, containing ecological, social and
governmental aspects (Schrettle et al., 2014). However, as this paper focusses
on the first of the three, further mentioning of the term ‘sustainability’ in this
paper refers to environmental issues.

The Competence Center Smart Services, which is an initiative funded by
the Baden-Wiirttember Ministry of Economic Affiars, Labor and Tourism,
conducted a survey on these topics in 2024. In May 20285, detailed findings
of this study have been published (Friedrich et al., 2025). This study
confirms that companies are aware of these sustainability preferences, as
complying with customer expectations was ranked as the major motivation
to implement sustainable measures across all firms. Although the external
conditions and requirements are assessed similarly by all surveyed companies
and the motivational drivers are the same in most cases, differences between
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successful and less successful companies can be seen in the implementation
of and approach to sustainability in the companies’ strategies.

The study shows that successful companies use methods for measuring and
evaluating sustainability more frequently and already offer their customers
environmentally sustainable services more often than less successful ones. As
small and medium enterprises (SMEs) make up around 90% of businesses
in the global economy, the importance of SME sustainability cannot be
overstated (Kannan & Gambetta, 2025). However, the study also highlights
that SMEs are lagging behind large companies when it comes to addressing
environmental sustainability. Thus, the authors assume that the knowledge
gained on what successful companies do differently regarding sustainability
might be of use for SMEs struggling with implementing sustainable products
and services.

The authors therefore attempt to work out what differentiates successful
and less successful companies in terms of sustainability strategies.
Recommendations for action will then be formulated to help companies meet
customer expectations regarding sustainability and at the same time operate
as successfully as possible on the market.

LITERATURE REVIEW

In order to be able to classify the results of the survey, it is worth taking a look
at the literature published to date. The relationship between sustainability
activities and corporate performance is often considered in this context.
However, definitions of such performance differ in the various publications.

In a 2021 McKinsey study, respondents were optimistic that sustainability
programs will create value for their company in the future. Around 40 percent
of respondents stated that they expect introduced sustainability programs to
generate modest or significant value over the next five years (Granskog et al.,
2021). Generally, research regarding the link between sustainability efforts
and the success of companies varies in its findings. While studies focusing
on success as financial performance on the stock market mostly observed a
positive relationship, those putting their focus on a consumer’s willingness to
pay were not able to back those findings, suggesting that consumers show no
real preference for sustainable products regarding their willingness to pay
(Schrettle et al., 2014). However, several studies indicate that consumers
value ecologically conscious products and thus majorly influence supply
(Hristov & Chirico, 2019; Rabadan et al.,, 2019; Frank et al., 2024).
Customer satisfaction generally arises from the correspondence between the
perceived performance and the previously generated expectations of a target
state. It is assumed, that the ecological transformation of value creation will
increasingly influence these expectations in the future through ecological
aspects (Kieffer-Radwan & Horn, 2024).

Technology and technological development, as well as capabilities can
influence a firm’s knowledge base and thus have an influence on a firm’s
sustainability approaches (Rabadan et al., 2019). Whether or not companies
engage in sustainability practices is further influenced by its past decisions.
Firms who have already invested in similar fields in the past and thus have
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already gained competences, are more willing to repeat that in the future
compared to those not familiar with the investments in those areas (Schrettle
et al., 2014).

Viewing sustainability as an opportunity rather than a threat to a firm’s
future performance majorly influences how progressively a company acts
regarding its sustainability initiatives (Schrettle et al., 2014). Schrettle et al.
(2014) further mentioned the importance of a first mover advantage when
analyzing the impact of a firm’s sustainability efforts and their impacts on its
performance. By being the first one to implement a successful sustainability
initiative in a specific market, a firm can gain a (temporary) competitive
advantage and thus push its competitors to follow (Schrettle et al., 2014;
Rabadan et al., 2019). Cost reductions through so-called eco-innovations
and therefore reductions in energy and other resource demands are another
way sustainable products and services positively impact a firm’s financial
performance. This aspect may be further strengthened when taking subsidies
and access to ‘green funds’ into account (Rabadan et al., 2019).

While many firms have implemented some sort of sustainable management
system, these are oftentimes separate from the main corporate strategy.
This inadequate link between strategy and sustainability efforts makes it
difficult to recognize the actual connection and involvement of environmental
initiatives in a company’s financial performance. To purposefully integrate
sustainability into the company strategy, careful selection of KPIs is necessary.
The selection of relevant KPIs allows for measurement of project outcomes
which in turn are directly correlated with a firm’s goals and thus performance
(Hristov & Chirico, 2019).

The measurability and transparency of sustainability are also becoming
increasingly relevant for companies when it comes to investment decisions.
While large companies are obliged by various legal regulations to publish
ESG information, SMEs are hardly affected by this, which can be detrimental
to investments (Ozkan et al., 2023). Sustainability reports from SMEs
are currently voluntary or have so far only been required when reporting
obligations are ‘passed on’. This means, for example, when SMEs work as
suppliers for large companies or banks who require such information from
them for their own reporting (Ortiz-Martinez et al., 2023). It can therefore be
assumed that transparent sustainability reporting can also have an influence
on the success of a company with regard to investors, as it is already part
of loan negotiations, especially for companies with high annual turnovers
(Abel-Koch, 2022). But it is not only new developments in reporting that lead
to new initiatives. More than 80% of companies already recognize successes
through holistic sustainability concepts or feel disadvantages if they do not
address these issues (Kieffer-Radwan & Horn, 2024).

A major focus in the literature thus far has been the perspective of
how sustainability and its reporting can positively influence companies’
performances. However not many looked at it from the other direction
aiming to analyze if and how successful companies differ in their approach
to implementing green services.
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METHODOLOGY

The study is based on a quantitative survey of companies in Germany,
particularly in Baden-Wiirttemberg. It was conducted as part of the “Smart
Services Competence Center” initiative funded by the state of Baden-
Wiirttemberg. Four steps were required to conduct the study:

- development of the questionnaire

- selection of the target group

- collection of the data

- analyzing and processing the results.

The questionnaire was developed based on extensive content research and
analysis as well as discussions between the project partners on the topic of
ecological sustainability in services. Experience from previous comparable
project work and company surveys from the past was drawn on in the
process. The target group was deliberately not limited to specific sectors, as
environmental sustainability in services is relevant to practically all sectors.
Specialists and managers from large companies and small and medium-sized
enterprises were contacted in two large mailings. In addition, the link to the
survey was publicized via social media, Chamber of Industry and Commerce
and Chamber of Crafts newsletters and in the networks of the participating
partners. To collect the data, interested companies were provided with
a link to the survey. The corresponding questionnaire was created using
the LimeSurvey® software and could be completed online. The questions
were answered anonymously. The results were analyzed and processed using
the statistical software IBM® SPSS® Statistics 26. The online survey was
conducted in the second half of 2024. A total of 99 people completed the
questionnaire in a usable form.

At just over two thirds, most of the responding companies belong
to the tertiary sector (services). The remaining companies come from
the secondary sector (manufacturing, including construction). To assess
company size, the participating companies were classified according to their
number of employees. Companies with up to 249 employees were grouped
together as small and medium-sized enterprises. This corresponds to the
European Commission’s definition of SMEs. This accounts for 81 percent
of the companies surveyed. The remaining companies therefore represent
large companies with 250 or more employees. This corresponds to 19 percent
of companies.

An interesting aspect of the study is the question of whether and where
exactly there are concrete differences between successful and less successful
companies. To filter out the successful companies among the responding
companies, the question of the development of important company key
figures - number of employees, turnover and profit - was analyzed. Here,
the companies surveyed were able to indicate how they had developed
over the last three years in comparison to their own sector. With the help
of a cluster analysis, the answers to this question revealed a group of
companies with largely positive key figures (“successful companies”) as well
as a group of companies with rather negative or neutral key figures (“less
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successful companies”). Both groups comprise 35 companies each. A further
22 companies lie in the midfield between the companies defined as successful
and less successful and are ignored in the following observations, so that only
the two groups that differ more strongly from each other are compared.

FINDINGS

A major difference between the two groups is shown by the fact that 29%
of the less successful companies state that they have not yet dealt with
ecologically sustainable services at all. In the group of successful companies,
this proportion is less than half of that at 14%. Similarly, almost twice as
many successful companies are in the process of exploring the potential of
green services for their company than those in the other group. This shows
the fundamental differences in previous experience and openness to the topic
of sustainability between the two groups.

When looking at the data, it is striking that 80% of the companies classified
as successful use tools to measure, evaluate and design environmental
sustainability. This proportion is only 69% for the less successful.
Interestingly, less successful companies rate the lack of tools to measure the
benefits of sustainability higher than the successful ones when asked which
factors hinder the implementation of environmentally sustainable measures
in companies. Even though successful companies still rate the relevance of
this item highly, there appears to be a considerable knowledge gap between
the two groups, resulting in SMEs making less use of the relevant tools.

Do the following factors hinder the i ion of
sustainable measures in the company?
Lack of instruments to measure the benefits 37 42
Lack of human resources for implementation 37 42
No availability of customized solutions 33 4.1
Lack of financial resources for implementation 36 41
High costs for introduction 37 41
Lack of application examples and use cases Exl 37
High bureaucratic requirements 34 3.6

Lack of expertise within the company  EEE — s ss— 5 %1

Lack of compatibility with existing business models 2,6 31

Time-consuming adaptation of the work organization

26

Non-transparent strategy and goals 27

Lack of acceptance among the Workiorce e 5 1 27

Lack of acceptance from CUSIOMers | Y 26

less successful companies n=35 1 2 3 4 5
W successfulcompenies Nn=35 does notapply applies

Figure 1: Sustainability responsibilities (own presentation).

The importance of company specific KPIs to keep track of positive
and negative sustainability project goals has been highlighted in previous
literature. To be able to link ecological strategy to company performance,
KPIs that correlate with the overall firm’s strategy, can effectively represent
the value creation process and above all those that are comprehensible and
comparable have been suggested (Hristov & Chirico, 2019). Generally, the
obstacles are ranked similarly by both groups, however, the rating itself is
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slightly higher for the less successful companies, making it clear that they
generally perceive the hurdles to be higher. This is also reflected in the answers
to the question as to whether companies already offer ecologically sustainable
services. Sustainable services in this survey were defined as services that
trigger increased sustainability on the customer side, be it through reduced
resource consumption, reuse of resources or other aspects. 31% of the
companies classified as successful answer this question with “yes” while only
23% of the less successful firms responded positively to this question.

Even though sustainability is the responsibility of the management for most
respondents in both groups of companies (just over 50%), the results show
that, at 26%, successful companies are significantly more likely to have set
up a dedicated position or team for sustainability. In comparison, only 9%
of less successful companies have created such explicit responsibilities.

In line with our findings, a McKinsey survey from 2021 found that
the management of companies stating they have made profit from their
sustainability programs in the past five years, made sustainability a priority
in their company strategy (Granskog et al., 2021).

Who is i for i i ility issues in your company?

0% 10% 20% 30% 40% 50% 0%
less successful companies W successful companies

n=35 n=35

Figure 2: Sustainability responsibilities (own presentation).

However, there is hardly any difference in the motivation for sustainable
measures. Both groups surveyed, put the fulfilment of customer requirements
ahead of legal requirements. This makes it clear that the external conditions
and requirements are perceived similarly by both groups.

Do the following factors influence the motivation to implement
ecologically sustainable measures in your company?

Meeting the expectations of the workforce

Improve quality

Open up new markets

Increase turnover

Increase attractiveness for new employees

I
—
Increase competitiveness
Improve corporate image |
1

Improve environmental protection

Meet legal requirements

Meeting customer requirements

2 3 4 5
does notapply applies

Figure 3: Motivation in general (own presentation).
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CONCLUSION AND RECOMMENDATIONS FOR ACTION

Studies have shown that a sustainable strategy can have a positive impact
on business performance, particularly in terms of reputation and cost
savings through increased efficiency of resources used (Hristov & Chirico,
2019). Successful companies are increasingly concerned with measuring and
evaluating sustainability in their own company. This not only makes it easier
to keep an eye on targets and developments, but also to make sustainability
efforts visible to customers and potential investors. This allows the company
to tap into a clientele that is increasingly concerned with the topic, and
important investor funds can be generated.

Therefore, companies such as SMEs that thus far struggle to implement
sustainability initiatives should establish specific KPIs linked to their
individual sustainability goals and overall company strategy in order to
keep track of such targets. Especially SMEs are encouraged to explore
implementing sustainable services to profit from competitive advantage.
As there seems to be a major knowledge gap regarding measurement and
implementation tools within the less successful group, SMEs are advised to
overcome this gap by seeking external support in this area, if this knowledge
is not available within the organization. Additional training and resources
should be provided to keep everyone in the loop.

Based on the results of our study, major differences between the two groups
were found in who is taking responsibility for sustainability practices in
a country. While resource limitations might make it difficult for SMEs to
implement explicit teams, it might be useful to set up staff units that put
their focus on this topic and help keep the management up to date on recent
developments. This can also help with acceptance within the workforce.
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