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1 Introduction

Due to their focus on survival, small and
medium-sized enterprises (SMEs) typically prioritize
profit maximization in uncertain and highly competitive
markets (Sansores-Guerrero et al., 2020). As key drivers of
social and economic change, SMEs contribute significantly
to income, employment, and overall economic growth,
all of which have a profound impact on social welfare
and make SME development a global priority (Pichler,
2018). In addition, SMEs contribute to the distribution
of wealth, the development of innovative practices, and
the rapid promotion of innovation (Ansari et al., 2018).

In Mexico, SMEs represent 99% of all registered
companies, constituting 6 million business units and
generating 72% of jobs and 52% of the country’s
gross domestic product (GDP; Instituto Nacional de
Estadistica y Geografia, 2019). Mexican SMEs are
categorized into three distinct types: microenterprises,
with fewer than 10 employees and annual revenues of
approximately $235,000; small enterprises, with between
15 and 100 employees and annual revenues of up to
$5.8 million; and medium enterprises, with between
100 and 250 employees and annual revenues of around
$14.7 million (Banco Bilbao Vizcaya Argentaria, 2024).
Unlike SMEs in developing economies, Mexican SMEs face
unique challenges characterized by significant structural
fragility (Organization for Economic Cooperation and
Development, 2020), which exacerbates the obstacles
they face, particularly the lack of financial resources. As a
result, they often have to finance investment plans with
their own assets, demonstrating a remarkable degree of
self-sufficiency and sacrifice. However, this independence
has its limits and hinders their ability to invest in advanced
technologies and research and development activities
(Pinzén-Castro et al., 2021).

In spite of these challenges, a significant number
of Mexican SMEs are adopting sustainable and socially
responsible practices, not only in response to market
demand, but also as a strategy to enhance their image and
differentiate themselves by demonstrating a commitment
to improving social and environmental conditions (Pinzén-
Castro et al., 2021). Nonetheless, SME survival and
development is related to the management of resources
(Woschke et al., 2017), such as reputation, which is
sensitive, idiosyncratic, and difficult to imitate (Barney,
1991; Worden, 2003). Reputation is a critical element
that makes companies vulnerable and requires meticulous
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care (Lietal., 2021). According to Chun (2005), this key
resource is defined as the accumulated impressions that
stakeholders form about the firm. Reputation has also been
proven to have a positive impact on firm performance
(Agyemang & Ansong, 2017; Rose & Thomsen, 2004).
Despite the importance of building good
reputational capital (RC), a strategic intangible resource, it
remains unclear how exactly it is built (Dowling & Moran,
2012). Therefore, identifying potential contributors to
RC is an important line of research. Since RC is closely
tied to a company’s interactions with its stakeholders and
environment, one line of inquiry is Conscious Capitalism.
This emerging economic philosophy expands the purpose
of a business beyond maximizing shareholder value to
benefiting all stakeholders (Wickam, 2022). Corporate
social responsibility (CSR), a practice that precedes
Conscious Capitalism, is a proven reputation-building tool
for organizations (Mohtsham & Arshad, 2012). CSR has
a signiﬁcant influence on customer trust and satisfaction,
which in turn impacts corporate reputation (Hult et al.,
2018; Kim & Kim, 2017; Park et al., 2014). CSR has
also gained academic and public attention (Park, 2018),
especially as a reputation management tool due to its
possible effects on stakeholders (Axjonow et al., 2018).
To pursue this line of research, we opted for
the Conscious Capitalism approach over CSR. This
decision stems from our view of Conscious Capitalism
as an evolutionary step in corporate engagement with
society. Unlike CSR, Conscious Capitalism offers a more
holistic perspective, rooted in business strategy itself, and
addressing not only externalities but a broader range of
considerations. In this way, this study highlights how
a Conscious Capitalism approach can be a vehicle for
building RC. Sisodia et al. (2018) propose Conscious
Capitalism as a superstructure for businesses and their
raison d’étre, considering four mutually reinforcing
tenets: 1) higher purpose, 2) stakeholder integration,
3) conscious leadership, and 4) conscious culture. We
selected Sisodia’s proposal as it has been developed and
promoted for over a decade. Theoretically, it is based on
well-established theories such as Freeman’s stakeholder
theory (Freeman etal., 2007), Peter Drucker’s managerial
theory (Drucker, 1973), Prahalad and Hamel’s contributions
to strategy (Prahalad & Hamel, 1994), Greenleaf’s servant
leadership (Greenleaf, 1977), Elkington’s triple bottom
line (Elkingon, 1998), Porter and Kramer’s shared value
(Porter & Kramer, 2011), and Kofman’s conscious business

and purpose-driven approaches (Kofman, 2006). From
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a managerial perspective, it has significantly influenced
strategic decision-making in organizations worldwide,
with Mexico being one of the contexts where it has been
substantially embraced.

This study examines how RC is affected by the
pillars of Conscious Capitalism, operationalized in conscious
business practices (CBPs). To test the proposed research
model, we adapted the Conscious Capitalism Summary
Audit (CCSA) of Sisodia et al. (2018) as our data collection
tool. As Sisodia is one of the founders of the Conscious
Capitalism global movement, the audit is fully aligned
with the principles promoted by Conscious Capitalism
and facilitates understanding how the pillars are applied
in organizations. The questionnaire was sent to a companies
listed in a database of 250 Mexican SMEs in the western
region of Mexico, and 115 valid responses were analyzed
using partial least squares structural equation modeling
(PLS-SEM; Ringle et al., 2005). The study revealed that
having a higher purpose and a conscious culture have a
significant effect on RC, but that conscious leadership
and stakeholder integration do not.

This research contributes to the emerging controversy
between proponents of the Conscious Capitalism philosophy
(Strong & Mackey, 2009) and critics who argue that this
theory lacks rigor due to insufficient empirical support
(O’Toole & Vogel, 2011; Wang, 2013). Specifically, this
study contributes to this debate by providing quantitative
measures of CBPs in SME:s. It also adds to the literature
on RC by identifying the factors that may contribute to
its development (Rodriguez-Aceves et al., 2024). Finally, it
broadens the perspective of SMEs in emerging economies
by suggesting that the adoption of CBPs required to achieve

sustainability will be compensated with RC.

2 Literature review

2.1 Reputational capital

Reputational capital (RC) is a valuable asset for
any organization, as it underpins the prosperity of any
business. According to Fombrun and van Riel (1997),
RC is the tangible and intangible value derived from a
company’s positive reputation among stakeholders, which
includes trust, credibility, and reliability, which in turn
influence competitive advantages such as talent attraction,
customer loyalty, and investor confidence. These authors
explain that RC, built over time, reflects a company’s

consistent performance and ethical conduct that meets

Conscious business practices as a driver of reputational capital in SMEs

or exceeds stakeholder expectations. Because a company’s
reputation is shaped by its unique history and sustained
through continuous interactions with stakeholders, it
becomes difficult for competitors to replicate, making it
a powerful source of sustainable competitive advantage
(Fombrun & van Riel, 1997; Mohtsham & Arshad, 2012).
Reputation is considered a precious and scarce
resource that contributes to building competitive advantage
(Bahtaetal., 2021); italso shapes unique internal characteristics
of firms (Fombrun & van Riel, 1997). Once lost, a good
reputation is difficult to recover (Scandizzo, 2011). Its fragility
requires careful protection (McGuire et al., 2022). Therefore,
companies invest heavily in building and protecting their
reputations by improving product quality, maintaining
ethical conduct, committing to community engagement,
and caring for the environment (De Castro et al., 2000).
Understanding how to build and preserve RC is
crucial because “reputation matters” (Hu etal., 2019). Ignoring
social and environmental issues can significantly damage a
company’s RC (Moretto et al., 2018). The subjective and
cognitive nature of RC, based on stakeholder perceptions
rather than objective measures, makes it difficult for
competitors to identify and replicate the specific actions
that lead to a strong reputation (Fombrun & van Riel,
1997). This ambiguity benefits companies by complicating
competitors’ efforts to replicate their reputation (Roberts
& Dowling, 2002). RC is usually built through long-term
historical relationships and interactions with stakeholders;
thus, a firm’s reputation results from its historical actions
and relationships, which cannot be easily imitated by
competitors, making RC a unique resource over time
(Hillman & Keim, 2001). The construction of this resource
is complex because it involves diverse stakeholder perceptions
and multifaceted, interrelated interactions that make it
difficult for competitors to replicate (Barney, 1991; Black &
Boal, 1994; Dierickx & Cool, 1989). Taken together, these
characteristics underscore the strategic importance of RC.
Hence, the characteristics of RC are aligned
with the resource-based view. RC can be defined as the
value generated by a company’s image in the minds of
its stakeholders and is shaped by their perceptions and

interactions with the organization.

2.2 Conscious business and Conscious

Capitalism

Business consciousness emerged in response to

ethical scandals in various companies in the late 1990s and

|3

R. Bras. Gest. Neg,, Sdo Paulo, v.26, n.3, €20230181, 2024

[omonj



Marcia Lorena Rodriguez-Aldana / Lilia Patricia Lopez-Vazquez / Lucia Rodriguez-Aceves

early 2000s (Aburdene, 2005), the systemic threat of climate
change due to environmental degradation (Guttmann,
2018), and the recognition of deep socioeconomic
inequalities brought about by capitalism (Rehbein, 2020).
To address these challenges, the United Nations agreed on
17 Sustainable Development Goals (SDGs) intended to
align the efforts of various stakeholders (e.g., governments,
public officials, academics, and businesspeople). This
includes a firm commitment to global partnership
and cooperation to take necessary actions and achieve
transformative change by 2030 (Davis et al., 2019).
These SDGs have highlighted the increasing importance
of integrating consciousness into business by rethinking
the purpose of an organization (Aburdene, 2005).

Conscious business practices have emerged as
a concept that represents the efforts of organizations to
address the needs of multiple stakeholders, rather than
simply pursuing financial goals. Orel and Kubdtové (2019)
define conscious businesses as those that have a higher
purpose beyond maximizing profits and/or shareholder
returns. Conscious Capitalism requires that positive
actions not only propagate the company’s mission, but
also promote social justice by integrating this perspective
into the company’s mission and operations.

Conscious Capitalism is thus about creating
the elements and institutions of social life that sustain
and legitimize relationships between individuals in a
society; and it aims to benefit all stakeholders, including
shareholders (Mackey, 2011), by fostering goodwill, which
builds trust and subsequently leads to rapid growth and

improved performance.
2.2.1 Higher purpose

Corporate purpose is rooted in management and
strategy. While strategy integrates actions, resources, and
decisions to solve a problem, achieve a goal, or deliver
positions of value and advantage (Zenger, 2023), purpose
is an intention that focuses on crafting a desired future
(Quinn & Thackor, 2019), including a set of values that
employees embrace to guide their actions (Gartenberg et al.,
2019). According to Davis (2021), the British Academy
declared that the failures of shareholder capitalism can
be reversed by companies declaring a purpose that aims
to solve the problems of the planet and people without
causing new ones, and creating a set of supporting

mechanisms that ensure the pursuit of such a purpose.

4

Although corporate purpose seeks to achieve a
higher level of wellbeing for stakeholders, this does not
mean that it must be pro-social (Gartenbergetal., 2019).
A different view suggests that having a purpose is part of a
shift toward business becoming a partner in global problem
solving, creating value for a wide range of stakeholders
rather than just for the company’s own sake (Kubdtovd,
2019). Likewise, Sisodia and Gelb (2019) added that
having a higher purpose (HP) calls for the essence of
business to transcend profit maximization and respond
to the call to play a key role in healing humankind and
the planet by using its power to provide human health
and prosperity.

HP can also increase company performance in
at least three ways: 1) by increasing employee effort and
productivity through motivation and work engagement
derived from the profound meaning of work (van
Tuin et al., 2020), 2) by mitigating investors’ short-term
perspectives, and 3) by increasing customer loyalty and
satisfaction via external stakeholders (Gartenberg et al.,
2019). However, because purpose and action cannot be
decoupled (Kaplan, 2023), claiming to have a purpose
that responds to socially desirable claims without pursuing
initiatives that improve outcomes may become a cover for
continuing damage. Assuming thata company’s purpose
is not only an idealistic statement but also the core of its

organizational strategy, we propose the following hypothesis:

H1: Higher purpose has a positive effect on the
RC of SMEs.

2.2.2 Stakeholder Integration

HP is the starting point for a conscious business,
since it has the potential to create powerful engagement
with stakeholders (Sisodia, 2011). Stakeholder theory
reversed the focus on shareholder primacy by emphasizing
the construction and maintenance of long-term and
sustainable relationships with stakeholders as the key to
corporate performance (Freeman et al., 2021). Therefore,
stakeholder theory advocates for involving stakeholders
and generating value for them by employing a systems
thinking approach. This approach takes into account
factors such as supply chain continuity, which typically
aligns stakeholder behavior with ethical and sustainable
practices (Elias et al., 2021).

A conscious business aligns the interests of all

stakeholders, not by negotiating trade-offs, but by creating
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synergies among stakeholders to create value for all. Value
creation stakeholder theory asserts that in “an interconnected
and interdependent system, each stakeholder must be
at once a means and an end” (Freeman et al., 2020, p.
217). This approach is grounded on systems thinking
principles— seeing the big picture, focusing on cause and
effect, and demystifying either-or thinking (Elias et al.,
2021) — all of which imply a comprehensive view of
the business and stakeholder dynamics. Moreover, Kassa
and Mentz (2021) argued that tying stakeholders’ and
shareholders’ interests together and with the organization’s
needs and interests is the central task of organizational
design, which is the materialization of a company’s strategy.
Since conscious businesses recognize the contributions of all
stakeholders and their engagement and interconnectedness
as necessary to achieving their purpose, creating value,
and flourishing (Orel & Kubdtovd, 2019), we propose
the following hypothesis:

H2: Stakeholder integration has a positive effect
on the RC of SMEs.

2.2.3 Conscious leadership

Conscious business leaders see themselves as trustees
of a business, tasked with nurturing and preserving it for
future generations. Conscious business leaders seek the
common good and leave a positive mark on the world in
addition to making a profit (Marin¢i¢ & Mari¢, 2018).
Jones and Brazdau (2015) afhrm that CL is a sociocultural
construct based on the shared value of reciprocity, and
that conscious leaders observe the environment to perceive
the interconnectedness of common problems, on which
they base a leadership style of shared responsibility and
problem solving. Mackey and Sisodia (2013) integrated
the practical implications of conscious leadership with
spirituality, arguing that such leaders are motivated by
the pursuit of an organization’s higher purpose and the
well-being of its stakeholders, rather than by personal
power or enrichment. Conscious leaders act as stewards
of their businesses, ensuring they thrive for future
generations by seeking the greater good and making a
positive impact on the world. They base their leadership
on shared responsibility and interconnectedness, driven
by a commitment to the organization’s higher purpose
and stakeholder well-being rather than personal gain.

Thus, we propose the following hypothesis:

Conscious business practices as a driver of reputational capital in SMEs

H3: Conscious leadership has a positive effect
on the RC of SMEs.

2.2.4 Conscious culture

A strong organizational culture is an important
source of competitive advantage (Barney, 1986) because
it builds internal and external relationships. Scholars
agree that organizational culture is the set of shared
values, beliefs, traditions, attitudes, assumptions. O Toole
and Vogel (2011) affirm that a healthy culture creates a
sense of community, which is reflected in high levels of
participation in decision-making and shared benefits
and ownership of the company. In a conscious culture,
justice for all stakeholders is a priority for leaders (Fyke
& Buzzanell, 2013), which reconciles caring for people
and making the business profitable through trust and
accountability (Mackey & Sisodia, 2013). Yusuf et al.
(2018) found that scholars have repeatedly established
a direct relationship between organizational culture and
corporate performance, and their own results demonstrated
that transparent communication plays a mediating role
between both variables, thereby building trust. Accordingly,
trust is the foundation of a corporate reputation, which
is woven into a living culture that actively builds strong
relationships inside and outside the organization.

Organizational culture has a positive impact
on four dimensions of CSR (Gonzélez-Rodriguez et al.,
2019) — customers, employees, community, and the
environment —— and the first two dimensions have
proven to have a significant positive influence on corporate
reputation. Based on the above arguments, we propose

the following hypothesis:

H4: Conscious culture has a positive effect on
the RC of SMEs.

To illustrate our hypotheses, we propose the

following research model (Figure 1).

3 Methodological procedures

This study adopted a post-positivist paradigm
with a quantitative approach to explain how reputational
capital can be affected by the pillars of Conscious
Capitalism, operationalized in conscious business
practices. We conducted an empirical study using a
cross-sectional survey. The unit of analysis was SMEs,

with the respondents being business owners, directors,
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Figure 1. Research Model: Impact of the Conscious Capitalism Tenets on Reputational Capital

and managers. The data collection scale was validated
through both exploratory and confirmatory factor
analysis. Subsequently, the proposed model was tested
using structural equation modeling. The post-positivist
paradigm was selected due to the complex, context-
dependent interactions between the study variables and
the subjective assessment of practices based on multiple
perceptions and experiences of the respondents (Cavana etal.,
2001; Denzin & Lincoln, 2018). Notably, this research
paradigm has been successfully employed in previous
studies with similar research designs (Aghimien et al.,
2024; Pena & Caruajulca, 2024).

3.1 Sample and data collection

The instrument was distributed to members listed
in a database of 250 partner SMEs of the Tecnolégico de
Monterrey, a private university in Mexico. The database
is a convenience sample that is sufficiently representative
of the diversity of SMEs in the western region of Mexico,
including the states of Sinaloa, Chihuahua, Aguascalientes,
Sonora, Guanajuato, Michoacdn, and Jalisco. This region
ranks fourth in the country in terms of GDP (Instituto
Nacional de Estadistica y Geografia, 2019). We also
had access to updated partner contact information, and
took advantage of their willingness to collaborate with
the university’s initiatives. Data were collected through
a self-administered online questionnaire sent via email
to all SMEs listed in the database in September of 2022.
We asked the directors, owners, and managers of the

of

Table 1
SME Demographics
Company age Frequency %
Less than 3 years 22 19%
4-10 years 29 25%
11-20 years 28 24%
More than 20 years 36 31%
115 100%
Size
Fewer than 10 employees 61 53%
11-50 employees 21 18%
51-250 employees 13 11%
More than 250 employees 20 17%
115 100%
Sector
Services 64 56%
Commerce/retail 36 31%
Manufacturers 15 13%
115 100%

Source: Prepared by the authors (2022).

contacted SMEs to respond (Supplementary Data 1 —
Database). After cleaning the data, we obtained 115 valid
responses, which, considering the size of the population,
constitutes a reliable and valid random sample with 95%
confidence (McLeod & Bellhouse, 1983). Table 1 presents
demographic information on the participating SME:s.
Of the respondents, 45% were female, 63% were
male, 48% were between 21 and 40 years old, and 3%
were more than 60 years old. Most respondents were SME

directors (70%), managers (24%), and board members
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(5%; see Table 2), which suggests that the respondents
had sufficient knowledge to answer the questions.

3.2 Variable measurement

The study variables were operationalized based
on the theoretical work discussed above and reported
acceptable levels of construct validity and reliability
(Hair Jr. et al., 2017). All items were anchored with
a five-point Likert scale ranging from 1 (“totally
disagree”) to 5 (“totally agree”). Reputational capital was
operationalized using items from previously proposed

Table 2
Respondent Demographics
Gender Frequency %
Female 52 45%
Male 63 55%
115 100%
Age
21-40 years old 55 48%
41-60 years old 57 50%
More than 60 years old 3 3%
115 100%
Role
Director 81 70%
Manager 28 24%
Board member 6 5%
115 100%

Source: Prepared by the authors (2022).

Table 3

Conscious business practices as a driver of reputational capital in SMEs

definitions and measures (Jackson, 2020; see also Appendix
A). Conscious Capitalism was operationalized through
conscious business practices measured according to four
constructs — higher purpose, stakeholder integration,
conscious leadership, and conscious culture (Sisodia,
2011; Sisodia et al., 2018) — using items adapted from
Sisodia etal., (2018) CCSA (see also Appendix A). Due to
the high probability of SME demographics influencing
RC, we included SME size, age, and sector as control
variables in the model. Table 3 presents the results of the
scale tests for unidimensionality, discriminant validity,
and convergent validity.

All constructs demonstrated high reliability,
with Cronbach’s alpha and composite reliability values
consistently exceeding 0.70, meeting recommended
standards (Fornell & Larcker, 1981). The items met or
exceeded the 0.50 significance loading threshold for all
constructs (Carmines & Zeller, 1979; Hair Jr. et al., 2017),
and all constructs had average variance extracted scores
above 0.50. In sum, the evidence suggests the presence
of convergent validity.

The discriminant validity of the constructs was
determined using the Fornell-Larcker criterion (Fornell &
Larcker, 1981). InTable 4, the diagonal values of all constructs
are higher than the values to their left in the same row, which

demonstrates differences between the constructs.

Indicator Loadings, Convergent Validity, and Reliability Tests

Squared

La.tent Items Standal:dized multiple a Col-npf)fite AVE Goodness
variable loading . reliability of fit
correlation
Reputational RCI 0.93 0.86 0.80 0.91 0.83 SRMR = 0.069
capital RC2 0.89 0.79
Higher HP3 0.86 0.74 0.85 0.90 0.76
purpose HP4 0.87 0.75
HP5 0.90 0.81
Stakeholder ST1 0.92 0.85 0.78 0.89 0.82
integration ST2 0.89 0.78
Conscious CL1 0.85 0.71 0.87 0.92 0.79
leadership CL2 0.92 0.85
CL3 0.90 0.81
Conscious CC1 0.85 0.73 0.84 0.90 0.75
culture cC2 0.88 0.77
CC3 0.87 0.76

Notes: SRMR = standardized root mean square residual; a = Cronbach’s alpha. A 5-point Likert scale was used (1 = strongly disagree,

5 = strongly agree) to measure each item.
Source: Prepared by the authors (2022).
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Moreover, when cross-loading analysis was
performed, all items had higher loadings with their
associated factors (construct), demonstrating the presence
of discriminant validity (Martinez Avila & Fierro Moreno,
2018; see also Table 5).

Finally, to assess common method bias, we followed
KocK’s (2015) approach, which suggests that an inner
variance inflation factor of less than 3.3 indicates that a
model is free from this bias. In our model, we found that
one value related to CL was slightly above the threshold
(3.3), while the rest were much lower (< 2.4). Kock and
Lynn (2012) suggested a higher tolerance level of 5.0 when
using algorithms that incorporate measurement error,
such as factor-based PLS-SEM algorithms; therefore,
we determined that common method bias was absent
from this study.

3.3 Analysis

The proposed model was tested with structural
equation modeling (SEM) using SmartPLS 3.0 software
(Ringle et al., 2005). SmartPLS was chosen because it
is the most appropriate software for small sample sizes
(Hair etal., 2019). Moreover, SEM considers measurement
errors in the latent variables, resulting in more accurate
path coeflicient estimates than other methods (e.g.,
standard multiple regression; Musil et al., 1998). Although
the sample size in this study was small, it exceeded the
“10 times rule” proposed by Hair et al. (2011), which has
been widely used in previous literature (Kock & Hadaya,
2018). This rule states that the sample size should be
greater than 10 times the maximum number of inner

or outer model links pointing to any latent variable in

Table 4
Discriminant Validity Using the Fornell-Larcker Criterion
Constructs 1 3 4 5
1 Reputational capital 0.914 — — — —
2 Higher purpose 0.567 0.874 — — —
3 Stakeholders integration 0.567 0.742 0.904 — —
4 Conscious leadership 0.562 0.674 0.79 0.89 —
5 Conscious culture 0.595 0.638 0.638 0.713 0.868
Source: Prepared by the authors (2022).
Table 5
Items and Cross Loadings
Rel:: I;I)ai;i;nal Higher purpose Stakeholder EZ:;:::;?; C::lst jli:):s
Reputational RCI 0.933 0.571 0.586 0.563 0.585
capital RC2 0.893 0.458 0.44 0.456 0.496
Higher purpose HP3 0.523 0.858 0.705 0.648 0.559
HP4 0.49 0.867 0.574 0.547 0.531
HP5 0.476 0.898 0.663 0.566 0.584
Stakeholder ST1 0.559 0.753 0.923 0.749 0.626
integration ST2 0.463 0.575 0.885 0.675 0.519
Conscious CL1 0.474 0.567 0.608 0.845 0.634
leadership CL2 0.44 0.592 0.756 0.922 0.582
CL3 0.571 0.631 0.74 0.901 0.674
Conscious culture CC1 0.555 0.611 0.636 0.657 0.853
cc2 0.463 0.506 0.515 0.59 0.876
CC3 0.525 0.534 0.499 0.601 0.874

Source: Prepared by the authors (2022).

8]
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the model (Hair et al., 2011; Marcoulides & Saunders,
20006). To assess the structural model, a multicollinearity
analysis was performed using the outer variance inflation
factor (Hair Jr. etal., 2017; Kline, 1998). All values ranged
from 1.6 to 2.4, which is less than the cutoff value of
5 (Hair etal., 2019); thus, the absence of collinearity issues
can be assumed. Second, we calculated the standardized
root mean square residual (Hu & Bentler, 1999) and
obtained a value of 0.064, which is less than the threshold
value of 0.08, indicating an adequate global model fit
(Henseler et al., 20106).

3.4 Results

Likert scales were used to measure the dependent
and independent variables. Their means and standard
deviations were relatively similar, with conscious culture
(CC) having the highest (mean = 4.6) and stakeholder
integration (SI) having the lowest (mean = 4.1). Regarding
correlation, reputational capital (RC) was significantly
correlated with higher purpose (HP), SI, conscious
leadership (CL), and CC (Table 6). The highest correlation,
between SI and CL, was 0.79, and the lowest, between
RC and CL, was 0.55. Notably, the correlations between
the three independent variables were highly significant
(close to 0.7). Regarding the control variables, SME age
had a statistically significant but negative correlation with
CC, while SME size had a significant positive correlation
with CL (0.424**) and a significant negative correlation
with CC (-0.185). SME sector showed no significant
correlations.

To test the effect of the control variables, we ran
the model with each variable category and recorded the
adjusted R? for RC. The results indicate that the SME

sector does not have a statistically significant effect on

Conscious business practices as a driver of reputational capital in SMEs

RC; however, the adjusted R? value increased when SME
age, especially 20 years old or more, was included in the
model (R%adj = 0.464; B = 0.186; p = 0.015). Similarly,
the adjusted R* value increased when the size of the
SME, particularly those with 250 or more employees,
was considered (R%adj = 0.439; B = 0.186; p = 0.014).
Furthermore, of the four paths, two were significant
(Figure 2), with HP (H1) and CC (H4) having p-values
0f 0.1 and 0.05, respectively, and both explaining 41% of
the variance in RC (R%adj = 0.41). CC had the largest effect
on RC (B =0.308), followed by HP (B = 0.196). Neither
SI (H2) nor CL (H3) had statistically significant effects
on RC, although both had positive effects. In summary,
H1 and H4 were supported, but H2 and H3 were not.
The statistical results suggest that the RC of the
sampled SMEs is fostered by CC and defined HP, but not
by CL or SI, which was unexpected. In addition, SMEs
with more than 250 employees and more than 20 years
of experience tended to have more RC. The following
section discusses these results in the context of the existing

literature.

4. Discussion

Despite the recognized importance of cultivating
strong reputational capital (RC) as a valuable yet intangible
strategic asset, scholars agree on the persistent ambiguity
regarding the precise mechanisms for its development
(Dowling & Moran, 2012). Consequently, identifying
factors that influence RC continues to be a relevant
area of investigation. Given the close alignment of RC
with a company’s interactions with stakeholders and its
environment, one promising avenue for inquiry lies in

Conscious Capitalism. According to Mackey and Sisodia

Table 6

Construct Means, Standard Deviations, and Correlations

Variables Mean Std Dev 1 2 3 4 5 6 7

1. Reputational capital 4.43 0.78 1

2. Higher purpose 4.30 0.65 617+ 1

3. Stakeholder integration 4.14 0.84 552%* 728** 1

4. Conscious leadership 4.34 0.76 S551%* .685%* 790** 1

5. Conscious culture 4.59 0.68 .589** .681** .638** 710%* 1

6. SME age 2.68 1.11 0.011 -0.18 -0.104 -0.147 -.185* 1

7. SME sector 1.82 0.64 0.124 0.171 0.145 0.112 0.128 -0.009 1
8. SME size 1.76 0.87 0.086 -0.008 -0.059 -0.092 -.185* A424%* 0.014

Notes: n = 115; **significance at the 0.01 level (two-tailed); *significance at the 0.05 level (two-tailed).
Source: Prepared by authors (2022)
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Stakeholder
integration

Conscious
lead ership

Conscious
culture

| SME sector |

ns.
h 4

Reputational capital

Rladj=0.41
U.lSé"’f \ 0.186*1

SME size | | SME age

Figure 2. Research model: SEM results.

Notes: n = 115; **significance at the 0.01 level (two-tailed); *significance at the 0.05 level (two-

tailed); ns = not significant
Source: Prepared by the authors (2022).

(2013), Conscious Capitalism promotes ethical business
practices, social responsibility, and long-term value
creation, which may ultimately influence RC. Therefore,
this study focuses on assessing how reputational capital
can be affected by the pillars of Conscious Capitalism,
operationalized through conscious business practices.
Specifically, we measured these particular practices against
four key tenets: higher purpose, stakeholder integration,
conscious leadership, and conscious culture.

Our results indicate that only two out of the
four principles of conscious business practices contribute
significantly to the reputational capital of Mexican SMEs.
Specifically, organizations that emphasize a conscious
culture and higher purpose show significant positive
effects, while stakeholder engagement and conscious
leadership do not show such effects. Consequently, a
key implication of this study is that SMEs that foster
a higher purpose and a conscious culture are more able
to enhance their reputational capital. Below, we provide
potential explanations for these findings.

First, higher purpose (HP) has a positive
effect on RC (H1). HP strengthens relationships with
customers and employees and has a significant positive
effect on community perceptions (Sisodia, 2011). This

is because being a purpose-driven organization resonates

10}

with people due to their tendency to advance personal
growth, responsibility, and relationships with others
(Amram, 2022), and because HP directs the focus
toward creating a desired future (Quinn & Thackor,
2019). Bateson (1972) and Dilts (1996) stated that HP
is related to people’s natural need to experience that they
are contributing to the larger social system of which they
are part. Dupretand Pultz (2021) assert that HP addresses
the interdependence of business and society, and that
one cannot flourish without the other. As Mohtsham
and Arshad (2012) state, corporate activities that benefit
the community increase social participation, resulting
in positive attitudes toward the business, which in turn
increases reputational capital and becomes an important
catalyst for shared prosperity and sustainable development.
In this sense, HP resonates positively with stakeholders
because when it is truly internalized, it aligns decisions,
behaviors, conflict management, and even policies and
processes, generating trust and loyalty and strengthening
the company’s reputation (Mackey & Sisodia, 2013).
Consequently, the company can then develop robust
support networks and relationships to firmly anchor its
competitive advantage (Mohtsham & Arshad, 2012).
Regarding H2, some academics have observed
that companies generally abandon social responsibility
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projects to focus their resources on other areas in times of
economic challenges (Karaibrahimoglu, 2010). Reputation
is recognized as a type of capital for companies because
it can create a competitive advantage. Customers may
stick with reputable companies during challenging times,
even if they act to conserve resources instead of focusing
on stakeholders. In the case of Mexican SMEs, although
they recognize the importance of caring for customers,
employees, and the community (Rios-Manriquez et al.,
2021), it is not easy to integrate stakeholders into core
activities due to resource constraints (Rodriguez-Aceves et al.,
2024). The scarcity of resources forces Mexican SMEs to
prioritize survival (the short term) over building RC (the
long term), which may explain why SI did not show a
direct effect on RC in this study (rejecting H2). However,
further research is required to explore this relationship
in more depth.

Regarding H3, although it is not yet clear what
kind of leadership (e.g., value-based, servant, or conscious
leadership (CL)) is best suited to Conscious Capitalism,
CL focuses on the distinction between ethics and legal
compliance (Dion, 2021). Thus, although CL involves
identifying patterns of interconnectedness between problems
and requires leaders to be neutral and communicate fairly
to build flourishing businesses and communities (Mackey,
2011), leaders of Mexican SMEs may face different realities
due to the characteristics of Mexican work culture. In a
paternal culture in which power is concentrated at the
top and employees are seen as incapable of adequately
taking care of themselves, Mexican employers make
most decisions by themselves and expect employees to
dutifully follow orders (Silva, 2017). Hofstede’s (2011)
model of cultural dimensions reinforces the claim that
Mexican culture has a high power distance, where people
accept hierarchy without the need for justification. In this
context, the boss is the boss, inequalities are accepted,
and workers expect to be told what to do, ideally by a
benevolent autocrat. Stakeholder perceptions of leadership
as trustworthy and credible are crucial for a company’s RC
(Worden, 2003). In Mexico, leaders are usually company
owners, and they tend to centralize decision-making,
which limits the company’s agility and responsiveness
(Molina-Morején et al., 2024). This may explain why
CL did not have a significant impact on RC.

Finally, our results suggest that CC has a positive
and significant effect on RC (H4). Values are at the core
of a culture, but culture is also shaped by abilities, beliefs,
and identity (Zamfir, 2013). According to Bateson’s

Conscious business practices as a driver of reputational capital in SMEs

(1972) and Dilts’ (1996) models of enculturation, values,
abilities, beliefs, and identity have a direct impact on the
behavior of group members and the way they interact
with each other and with stakeholders. Such behavior
will consequently affect their environment, whether
physical, natural, social, or even business. Thus, culture
is an element below the surface of what happens inside
organizations, so it has an important impact on how
things get done (Barclay, 2015). The positive long-term
results of a company with a healthy culture that fosters
a strong sense of community (O’Toole & Vogel, 2011)
come from the trust of its stakeholders (Dupont &
Karpoff, 2020). Therefore, CC will reflect a trustworthy
image of the company, which is the essence of reputation
(Kowalczyk & Pawlish, 2002).

Although ST and CL do not contribute to RC
in a direct and significant way, this does not necessarily
mean that they have no impact at all. CL involves putting
purpose before profits, creating value for all stakeholders
using a systems thinking perspective (Elias et al., 2021),
and being sensitive to the organization’s culture (Wickam,
2022). Hence, even though leadership connects with
the other three tenets, together with SI, it works behind
the scenes: leaders drive flourishing and productive
relationships with employees, which shapes the culture,
and with stakeholders, building solid networks that provide
a sense of meaning for and among themselves. This HP
is at the heart of the relationship between culture and
company performance, which has been widely studied
and demonstrated (Yandi, 2022).

These results contribute support to the enthusiastic
advocacy of the Conscious Capitalism philosophy and
its premises (Strong & Mackey 2009). Although critics
claim that this perspective fails to consider tensions when
attempting to reconcile conflicting interests among its
stakeholders or between internal challenges and external
pressures from the environment, market, and society (Fyke
& Buzzanell., 2013), the results of this study suggest that
CBPs can indeed be implemented in SMEs to achieve

benefits related to strategic intangible resources.

5 Conclusion

Reputational capital (RC) is a critical resource for
SMEs in emerging markets, yet how to build it remains
unclear (Eigler & Azarpour, 2020). Regarding conscious
business practices (CBPs), it has become essential for

companies to adopt them, as they are increasingly recognized
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as the aspirational and accepted way to conduct business
(Brockhaus et al. 2017). Our results suggest that SMEs
can develop RC by declaring a higher purpose (HP) and
living it through the company’s conscious culture (CC),
thereby contributing to the literature in three ways. First,
this study contributes new knowledge with regards to how
RC can be built in Mexican SMEs. Second, it provides
evidence of SMEs sensitivity to adopting CBPs (instilling
a higher purpose and a conscious culture), which can
be rewarded with RC. Third, it measures Conscious
Capitalism by operationalizing CBPs through Sisodia et al.
(2011), Conscious Capitalism Summary Audit (2018).
This audit has been proposed as an assessment through
which organizations can understand where they stand to
begin a transformational journey.

Although the study results are relevant, they are
not free from limitations. Methodologically, the use of
convenient non-probability sampling and a limited sample
size restrict the transferability of the results (Cavana etal.,
2001; Denzin & Lincoln, 2018); however, due to the
scarcity of research on SMEs in emerging economies,
this study still provides valuable insights. We must also
acknowledge that this study only consulted owners,
managers, and directors. To bolster robustness, it may be
beneficial to gather perceptions from a broader range of
internal and external stakeholders, as in previous SME
studies (e.g., Esposito De Falco et al., 2021; Grama-
Vigouroux et al., 2020).

Our post-positivist and quantitative approach
allowed us to obtain measurable results by operationalizing
the four pillars of Conscious Capitalism in CBPs to explain
their impact on SMEs’ reputational capital. However, we
acknowledge that it has limitations in capturing more
subtle qualitative aspects that could be better captured, for
example, by interviewing the respondents or observing the
settings where the CBPs take place. Finally, conceptually,
Sisodia’s Conscious Capitalism has faced criticism for
its theoretical rigor and the lack of data supporting its
propositions, particularly regarding financial performance
(O’'Toole & Vogel, 2011; Wang, 2013).

Future studies should adopta quantitative approach
to explore different configurations of the interrelationship
between the four pillars of Conscious Capitalism. Specific
aims might include testing whether the actions SMEs take
to integrate stakeholders into their strategy and operations
result from their HP and CC, which might shed light on
how stakeholder integration (SI) mediates or moderates

RC. Likewise, examining the model in different cultural

12]

contexts (e.g., less paternalistic cultures) could reveal
different relationships between conscious leadership (CL)
and RC. Finally, testing the model by comparing different
manager characteristics may provide valuable insights, as
in a previous study that found that the effect of CBPs
on RC may differ according to managerial generation
(Rodriguez-Aceves et al., 2024).

In summary, this paper contributes to the academic
discourse by seeking a deeper understanding of the extent
and potential impact of CBPs on RC when adopted
by SMEs. Managerially, this is relevant as RC has been
shown to have a positive impact on financial performance
(Agyemang & Ansong, 2017; Rose & Thomsen, 2004).

Ultimately, the impact of SMEs on the economy
and society is undeniable, and adopting conscious business
practices — such as a higher purpose enacted through a
conscious culture — could reward them with reputational
capital, providing them with legitimacy, credibility, and
access to resources, thereby increasing their chances of

survival while contributing to global sustainability.
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APPENDIX A: Measurement Instrument

Constructs Items

Reputational Capital RC1  Clients, suppliers and other stakeholders believe that our company is reliable and that we provide
consistently high quality advice, information, labor, goods, or services
RC2  Most of our business partners and allieds are reliable and provide consistently high quality advice,
information, labor, goods or services

Higher Purpose HP1  Our organization fulfills deep-seated needs of our customers, not just their wants or desires.
HP2  Our customers would be genuinely distraught if we ceased to exist.
HP3  We have a clear mission and vision of the contribution we want to make to our customers and the
community.
HP4  Our employees find intrinsic satisfaction in their work that goes beyond the salary that they earn.
HP5  Our employees are convinced that the work of the company delivers positive value to the customer
and the community.
Stakeholders ST2  We routinely engage stakeholders in dialog and give them a voice in the company’s direction.
Integration ST4  Our company’s relationships with all our stakeholders are characterized by frequent communication
and high degrees of mutual trust and goodwill.
Conscious Leadership ~ CL1 ~ Our leaders are concerned about the well-being of our employees.
CL2  Our leaders care about the well-being of the community.
CL3 In our company, we promote integrity and community support.
Conscious Culture CCl1  The company’s culture is based on trust among employees.

CC2  In the company we are open to communication and we are committed to always tell the truth.

CC3  The company’s employees must always act with integrity in the first instance and are empowered to
do so.

Source: Own elaboration based on Berens & Van Riel (2004); Jackson (2020); List (2006); Wartick (2002); Sisodia et al., (2018) CCSA.
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