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MANAGEMENT | RESEARCH ARTICLE

The impact of corporate governance on firms’ 
value in an emerging country: The mediating role 
of corporate social responsibility and 
organisational identification
Thanh Tiep Le1* and Van Kha Nguyen2

Abstract:  Corporate governance is a field that is attracting great attention in the 
world due to its importance to the destiny of enterprises. More importantly, in the 
context of escalating environmental and social problems, how businesses are gov-
erned towards a balance of economic, social and environmental values receives 
significant concern by the stakeholders of the business in the globe. This study aims 
to understand intensively the impact of corporate governance on firm value by 
exploring the mediation mechanism of corporate social responsibility and organi-
sational identification in the relationship between corporate governance and firm 
value. This study uses the covariance-based structural equation modelling (CB-SEM) 
analysis technique because of its suitability for organisational and management 
research such as the present study. This study focuses on the small and medium- 
sized enterprises (SMEs) in emerging economies due to its importance as outlined in 
the introduction below. The contribution of this study is the provision of the addi-
tional empirical evidence on the important role of corporate governance in
increasing firm value. In addition, the empirical evidence on the mediating influence 
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of corporate social responsibility and organisational identification in the relationship 
between corporate governance and firm value deserves the main interest of this 
study. Furthermore, its application to the SME context in emerging economies 
reinforces the novelty of this study. Based on the findings of this study, theoretical 
and managerial implications are also proposed. The findings of this study may be of 
interest to entrepreneurs, top management, academics and researchers.

Subjects: Economics; Finance; Business, Management and Accounting  

Keywords: Corporate governance; corporate social responsibility; firm’s value; 
organisational identification; SMEs; emerging country

1. Introduction
Corporate governance (CGV) and sustainability are two domains that are receiving increasing 
attention by scholars as illustrated by the recent increase in the amount of research in this field 
(Naciti et al., 2021). This, thereby, shows that both sustainability and the role of governance in 
sustainability are increasingly concerned (Naciti et al., 2021). CGV is defined as the set of rules, 
processes, ethic codes and organisational structures that underpin sound business practice geared 
towards the interests of different stakeholders (Du Plessis et al., 2018). CGV is important because it 
helps organisations to achieve their goals, control risks, and assists with formal decision-making to 
avoid risks (Ida Bagus et al., 2019).

Additionally, CGV is fundamentally concerned with a balance of stakeholders’ interests including 
shareholders, directors, employees, customers, suppliers, financiers, governments and commu-
nities. CGV differs from every country and every firm because it is related to economic, legal, social, 
cultural and ownership-structural contextual elements. Nikolić and Zlatanović (2018) argue that 
CGV exists in relevant areas of research which create many dilemmas and disagreements in 
contemporary theory and practice. In addition to that, the Covid-19 emergency could affect the 
way that businesses self-govern, deal with socially responsible issues and carry sustainability 
practices (Eweje et al., 2021). In the context of the current dynamic environment, stakeholders 
are increasingly concerned with how businesses are governed to ensure a balance of the values of 
economy, society and the environment. Accordingly, the way in which the businesses create value 
for their stakeholders must be socially responsible and must not compromise on issues of society 
and the environment.

Corporate social responsibility (CSR) is approached in different way by current literature. CSR 
refers to the voluntary implementation of corporate responsibility towards stakeholders in a way 
that balances values of economy, society and the environment (Thanh Tiep et al., 2021). The 
importance of CSR for corporate competitive advantages, corporate performance and firm value 
(FV) is firmly demonstrated by the current literature (Butt et al., 2020; Fuadah & Kalsum, 2021; 
Hendratama & Huang, 2021; Thanh Tiep et al., 2021). Despite the growing importance of CSR 
globally, CSR in underdeveloped countries is not yet mandatory (Shu & Chiang, 2020). In addition, 
current literature on this domain focuses heavily on developed countries and the lack of empirical 
research on small and medium-sized enterprises (SMEs) in emerging countries (Butt et al., 2020; 
Fabeil et al., 2020). Meanwhile, this is a very important resource of the national and global 
economy. According to National Action Plan on Business and Human Rights (2020), the SME 
force in the world is estimated at 400 million businesses. They represent about 90% of businesses 
and address more than 50% of employment around the world. Statistically, their contribution to 
the gross domestic product (GDP) in emerging economies is around 40% (The World Bank Group, 
2020). This study takes some emerging economies such as Vietnam, which has around 518 
thousand SMEs (Tuan, 2020) and Brazil, which has approximately 11.5 million SMEs into considera-
tion (Organisation for Economic Co-operation and Development, 2018). In reality, the significant 
contribution of SMEs for economic and social development is well recognised. However, how to 
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develop sustainably remains a hot topic. As a consequence of uncontrolled economic growth, it 
threatens the environmental sustainability, socio-economic development (Bekun et al., 2019) and 
quality of life (Badulescu et al., 2019) which effect sustainable development (Abdelhalim et al., 
2019).

According to Kartika et al. (2019), a firm should address the stakeholder’s interests, ensure 
ethical business practices and the legitimacy to maintain sustainable operations, and obtain 
investors’ trust to improve FV. According to Elkington (1997), a so-called good business creates 
not only economic value but also environmental and social value towards sustainability. 
Additionally, Brigham and Houston (2006) stated that the primary purpose of corporate incorpora-
tion is destined to address the interests of different stakeholders and maximise prosperity of 
stakeholders by improving FV. According to Ida Bagus et al. (2019), FV is the value of a firm 
which is reflected by the company’s market price and closely related to the share price that 
investors need to make decisions regarding their investments. FV can maximise wealth for share-
holders as its share value increases. A high stock price indicates a high FV. According to Kartika 
et al. (2019), FV is closely associated with firm performance and corporate image which can be 
achieved by a good CGV and ethical behaviour. The current literature on this field indicates diverse 
approaches to the link between CGV and firms’ outcomes. For instance, research of Ida Bagus et al. 
(2019) on India, China and Indonesia markets determined that CGV positively and significantly 
affects firm value with the mediating effect of CSR. Research of Kartika et al. (2019) on the 
Indonesia market affirms that CGV and CSR positively and significantly affect FV directly and 
indirectly through the cost of capital. The study of Tarigan and Stacia (2019) on Indonesia proves 
that CGV significantly and positively affects firm profitability.

It must be noted that the existing literature on CGV and FV still needs to be enriched in other 
contexts and involves other factors in order to diversify approaches. Although organisational 
identification (OID) is conceptually important for firm performance, it is rarely explored in relation 
to this relationship. As Miller et al. (2000), OID can lead to employee loyalty that is formed and 
developed from affection for the organisation and belief in its normative values, leads to employee 
happiness and pride in contributing to the organisation. The above discussion shows that the 
relationship between CGV and FV needs to be explored further with the involvement of CSR and 
OID to mediate this relationship. Furthermore, in the context of the Covid-19 emergency, global 
businesses suffer heavy losses due to closures and business interruption (Alessandro & Marikka, 
2021; Golubeva, 2021; Larcker et al., 2020; Nicola et al., 2020), simultaneously, and others, 
especially SMEs, are looking for ways to survive in the short and long term and recover from the 
Covid-19 crisis (Al-Fadly, 2020). Therefore, further empirical research on how, and the circum-
stances under which, CGV leads enterprises to overcome a crisis, enhance firm value and move 
towards sustainability for SMEs in specific emerging-based economy setting should be highly 
prioritised (Koutoupis et al., 2021).

Therefore, the focus of this study is an empirical research on the influence of CGV on FV with 
the mediation mechanism of CSR and OID in the link between CGV and FV for SMEs in an 
emerging economy. The objective of this study is to understand intensively how corporate 
governance is involved in enhancing FV towards sustainability for SMEs in emerging economies. 
The contributions of this study are twofold. First, this study expands existing literature on the 
domain of CGV and corporate outcomes by the development of an empirical model of the 
influence of CGV on FV through the mediating effects of CSR and OID. Second, this study 
provides an insight into how CGV improves FV with the mechanism of the mediation impact 
of CSR and OID on the link between CGV and FV. These contributions may be of great interest 
to owners, directors, managers and policy makers in terms of a value-adding mechanism for 
businesses on the basis of a balance of benefits for all different stakeholders towards sustain-
able economic, social and environmental values.
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This study majorly uses stakeholder theory, resource-based view theory, social identity theory 
and stewardship theory as the theories which underpin the arguments in the research. It applies 
stakeholder theory in this context to explain the involvement of CSR as a mediator in this research. 
In addition to that, since CSR is conceptually oriented to drive the value of all stakeholders, not 
solely shareholders, it is often integrated as part of a good governance perspective (Shu & Chiang, 
2020). Likewise, applying social identity theory aims to explain why OID is assumed to be involved 
in this study as a mediator. In addition, resource-based view and stewardship theories are to 
explain the how and the circumstance that CGV enhance a firm’s value. Further theoretical 
discussions are presented in the following theoretical framework under section 2.1 below. In 
order to address the research objective, the following questions need to be solved: 

RQ1. How does CGV enhance FV for SMEs in an emerging economy?

RQ2. How do CSR and OID mediate the relationship between CGV and FV in this context?

This study uses the covariance-based structural equation modelling (CB-SEM) technique to 
analyse data because of its suitability for this research context. First, CB-SEM is popular for 
research in the field of organisational and management such as the present study. Second, CB- 
SEM has outstanding features that are suitable for multi-relationship and mediating influence 
models such as the model involved in this study. This research focuses on small- and medium- 
sized enterprises (SMEs) in the emerging economy of Vietnam. The analytical data for this study 
are primary data collected from the questionnaire-based survey. The target respondents are 
directorial and managerial levels, and entrepreneurs.

This study is structured into six sections. Section 1 introduces the background related to the 
research topic, and outlines the research problem, research objectives, research questions, theo-
retical application and applied methods. Section 2 presents the theoretical framework, reviews the 
relevant literature, outlines concepts and develops the research hypotheses. Section 3 describes 
the research model and methodology. Section 4 presents the research results and discussions. 
Section 5 concludes the study and Section 6 outlines the limitations of the present study, which 
provides the scope for future research.

2. Literature review and development of the hypotheses
This section includes subsections for the following contents, where subsection 2.1 presents the 
theoretical framework. Subsections from 2.2 to 2.5 present the hypothesis development. Section 2 
ends with Table 1, which summarises the outcomes of a review of the literature relevant to this 
research topic.

2.1. Theoretical framework
In this study, stakeholder theory (Freeman, 1984), resource-based view (RBV) theory (Barney, 
1991), social identity theory (Ashforth & Mael, 1989) and stewardship theory (Abdullah & 
Valentine, 2009; Rashid & Islam, 2013) are used as the underpinning theories. According to 
stakeholder theory, businesses cannot achieve so-called success if they only focus on their own 
economic benefits without regarding the interests of other stakeholders and a balance of values of 
economy, society and the environment. From the stakeholder theory perspective, a business’s 
stakeholders can be influenced by corporate outcome, which can simultaneously influence its 
corporate responsibility in a variety of ways, according to Freeman et al. (2020). In this context, 
CSR is assumed to assist the relationship between CGV and FV, as CSR emphasises the requirement 
for businesses to behave and act responsibly towards society and the environment, especially in 
the context of globalisation. From this approach, it should be emphasised that businesses are 
expected by stakeholders to perform their responsibilities to increase stakeholders’ values without 
compromising on social and environmental issues.
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In addition, OID deserves being coupled with CSR to mediate the relationship between CGV and 
FV in this setting. As social identity theory (Ashforth & Mael, 1989), OID refers to the situation in 
which employees in particular, and stakeholders in general, feel a similarity and affection for the 
business with which they are associated. This reflects the emotional link between businesses and 
their stakeholders. Thus, when they feel that the business cares about their interests in 
a sustainable way and addresses their concerns about the environment and society, they have 
a good impression of it, which motivates them to raise their awareness to the organisation and to 
be more attached to the organisation. Therefore, how the business is governed to be able to 
promote CSR efforts is very important in improving OID by stakeholders, in which the employee is 
an important stakeholder of the business. As a result, this ultimately leads to increased FV in 
various ways.

In addition, from the perspective of RBV theory, the structure and composition of the board is 
seen as a source of value creation for the business. RBV is linked to the characteristics of the board 
in terms of private resources that can be a source of competitive advantage for companies. Using 
this method for this study shows that CGV is the source of strategic resources for a firm’s 
competitive advantage. Therefore, a good CGV is considered to be an important resource to help 
enterprises improve their competitive advantage, which ultimately leads to the enhancement of 
the value of the enterprise. Moreover, this study uses stewardship theory to explain why business 
leaders strive towards the common good rather than individual interests. According to Rashid and 
Islam (2013); Abdullah and Valentine (2009), stewardship theory is mainly based on psychological 
and sociological aspects. Accordingly, it assumes that the board of directors is the head of the ship 
whose focus is on maximising the performance of the company rather than their own interests.

2.2. The involvement of CSR in mediating the link between CGV and FV
The involvement of CSR in mediating the link between CGV and FV is debated in line with the 
discussions of the relationship between CGV and CSR, and CSR and FV, based on current literature. 
The current literature demonstrates that CGV positively and significantly affects FV. For instance, 
good CGV has a positive and significant impact on a firm’s value (Ibrahimov & Omarova, 2020). 
CGV positively and significantly affects firm value with the mediating effect of CSR (Ida Bagus et al., 
2019). CSR is perceived as associated with good governance. Better-governed businesses are often 
identified as having better social responsibility (Bolourian et al., 2021). In addition, according to 
Fahad and Rahman (2020) and Ida Bagus et al. (2019), CGV positively and significantly affects CSR. 
Accordingly, good CGV is about ensuring that businesses operate ethically, and behave and act 
responsibly towards all stakeholders, society and the environment. From this approach, the more 
advanced the CGV, the better the enterprises practice their CSR. Furthermore, the relationship 
between CSR and FV is demonstrated to be significant and positive by the existing literature. For 
instance, according to Tarigan and Stacia (2019), CSR performance and CGV implementation are 
associated with greater profitability. CSR has a role to orient businesses to be more responsible to 
stakeholders, environment and society in the push towards sustainability that leads to enhanced 
firm value (Kartika et al., 2019). In addition, engaging in environmentally and socially responsible 
activities positively affects FV (Qureshi et al., 2020; Xie et al., 2019) (66-CGV). The higher the degree 
of corporate engagement in CSR, the higher the firm value is obtained (Fuadah & Kalsum, 2021).

Theoretically, this relationship is debated based on stakeholder theory, RBV theory and steward-
ship theory. From the stakeholder theory point of view, a company is well-governed when it 
ensures that its business activities run consistently on an ethical path and are aligned with the 
interests of its stakeholders towards sustainability. According to stakeholder theory, businesses 
cannot be successful if they only focus on their own economic benefits without regard for the 
interests of other stakeholders and a balance of values of economy, society and the environment. 
Besides, from the RBV theory perspective, a good CGV is considered an important resource that 
facilitates CSR efforts in practices and initiatives. As a result, this leads to the enhancement of the 
value of the enterprise. In addition, from the stewardship theory perspective, a board of directors is
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a group of top players whose focus is on maximising the performance of the company rather than 
their own interests.

The above discussions enable the assumption that enhancing CGV will help to optimise CSR 
efforts and enhance CSR outcomes, ultimately leading to increased FV. Therefore, the hypotheses 
involved in the mediating influence of CSR in the relationship between CGV and FV are reasonably 
assumed to be as follows: 

H1a: CGV positively affects CSR.

H1b: CSR positively affects FV.

H1: CSR mediates the relationship between CGV and FV.

2.3. The involvement of OID as mediating the link between CGV and FV
The involvement of OID in the link between CGV and FV is debated in line with the discussions of 
the relationship between CGV and OID, OID and FV based the current literature. Current literature 
shows that CGV has a positive relationship with OID. For instance, according to Zollo et al. (2019) 
CGV positively influences OID. In addition, according to Van Puyvelde et al. (2012), through the lens 
of stakeholder theory, CGV tends to improve OID. Furthermore, Filatotchev and Nakajima (2010) 
defined that CGV may have a profound impact on OID. With regard to the relationship between 
OID and FV, according to Ashforth and Mael (1989), OID literature implies that individuals will 
become more engaged in activities that reinforce their organisational identity and value. According 
to Su et al. (2019), OID levels positively affect the achievement levels of organisational goals and 
therefore affect the firm value as a result. When individuals have a high OID, this strengthens their 
emotional relationship with the organisation and simultaneously, they treat the firm’s success as 
their own success. Therefore, a higher level of OID can result in increasing the level of trust that 
leads to greater commitment and engagement between employees and the organisation. As 
a result, it will ultimately contribute to enhancing FV. In addition, according to Voss et al. (2006), 
OID positively impacts on business performance metrics, ultimately leading to increased FV in 
a way that improves efficiency.

Figure 1. Proposed research 
model.

Tiep Le & Nguyen, Cogent Business & Management (2022), 9: 2018907                                                                                                                            
https://doi.org/10.1080/23311975.2021.2018907

Page 8 of 24



Table 2. Constructs
Constructs Items Description References
Corporate 
Governance(CGV)

CGV1 Number of directors in 
the board (board size)

Rashid and Islam (2013); 
Arora and Sharma (2016); 
Ibrahimov and Omarova 
(2020)CGV2 Ratio of independent 

directors to the total 
number of directors on 
board (board 
independence)

CGV3 Meeting frequency (board 
interaction)

CGV4 Ownership structure 
(share proportion of 
CEOs, directors and 
immediate family 
members to total 
outstanding shares)

CGV5 Ownership structure 
(institutional, family or 
state)

Corporate Social 
Responsibility (CSR)

CSR1 We ensure superior 
quality of provided 
products as 
communicated.

Turker (2009); Porter and 
Kramer (2002)

CSR2 We ensure advanced 
systems and processes to 
improve efficiency and 
productivity continuously.

CSR3 We guarantee 
competitive prices for our 
products compared to 
other players in the 
market.

CSR4 We ensure advanced 
systems and processes to 
develop employee 
(knowledge, skillsets, etc.) 
continuously.

CSR5 We actively contribute to 
society through 
charitable activities and 
community-oriented 
activities to improve the 
welfare of the 
community.

CSR6 We operate the company 
in a way that respects the 
environment.

Organisational 
Identification (OID)

OID1 I consider my company’s 
success to be my own 
success.

Mael and Ashforth 
(1992).

OID2 I treat the company’s 
business as my own.

OID3 I care what other people 
think of my company.

OID4 I treat other people’s 
compliments to the 
company as compliments 
to me personally.

(Continued)
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Theoretically, this relationship is debated based on RBV theory, stewardship theory and social 
identity theory. OID refers to the situation in which employees in particular, and stakeholders in 
general, feel a similarity and affection for the business with which they are associated. This reflects 
the emotional link between businesses and their stakeholders. Good CGV is when stakeholders, 
especially employees, perceive the actions and behaviours of governance to be consistent with the 
direction that the business is responsible to stakeholders, society and the environment. In addition, 
from the RBV and stewardship theories, the superior governance characteristics in terms of people, 
capacity-related factors, knowledge-related elements and diversity towards common interests are 
considered to be strategic resources that play a very important role in promoting employee 
organisational identity. In turn, it will increase employees’ positive perceptions of the organisation 
and motivate them to enhance their identity with the organisation. As a result, this ultimately 
leads to increased FV in various ways.

The above discussions enable the assumption that enhancing CGV will help enhance OID, 
ultimately leading to increased FV. Therefore, the hypotheses involved in the mediating influence 
of OID in the relationship between CGV and FV are reasonably assumed as follows: 

H2a: CGV positively affects OID.

H2b: CSR positively affects FV.

H2: CSR mediates the relationship between CGV and FV.

Table2. (Continued) 

Constructs Items Description References
Firm’s Value (FV) FV1 Tobin’s Q (Total assets + 

market capitalisation— 
book value of equity) / 
total assets

Rashid and Islam (2013); 
Black et al. (2006)

FV2 Return on asset (ROA)

FV3 Market capitalisation 
(total value of shares in 
the market)

Table 3. Cronbach’s alpha and C.R results
Variables Cronbach’s Alpha C.R
CGV 0.842 0.846

CSR 0.836 0.836

OID 0.830 0.834

FV 0.770 0.776

Source: Authors’ analysis 

Table 4. KMO and Bartlett’s test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.837

Bartlett’s Test of Sphericity Approx. Chi-Square 2199.205

df. 136

Sig. 0.000

Source: Authors’ analysis 
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2.4. CSR and OID
The current literature indicates that CSR has a positive relationship with OID. For instance, Nguyen 
et al. (2020) demonstrate that CSR efforts towards different stakeholders such as employees, custo-
mers, suppliers, communities and the environment increase a positive awareness of the business by 
employees, leading to improved employee engagement and organisational identification. In addition, 
according to Muhammad et al. (2017), CSR implementation towards customers, employees, share-
holders, the environment and society positively affects OID. Accordingly, businesses which operate in 
an ethical and responsible manner towards stakeholders, the environment and society will return with 
benefits that help businesses to develop healthily. In addition, the relationship between CSR on OID is 
confirmed to be positive and significant by Kim et al. (2010) and Su et al. (2019).

Therefore, the hypothesis of the relationship between CSR and OID is assumed based on the 
above discussion, as follows: 

Table 5. Factor loading
Items CGV CSR OID FV
CGV1 0.782

CGV4 0.736

CGV3 0.735

CGV5 0.677

CGV2 0.665

CSR3 0.739

CSR6 0.736

CSR2 0.698

CSR4 0.696

CSR1 0.688

OID3 0.860

OID4 0.831

OID2 0.700

OID1 0.539

FV3 0.789

FV1 0.789

FV2 0.590

Source: Authors’ analysis 

Table 6. Convergent validity
Variables AVE
CGV 0.523

CSR 0.505

OID 0.560

FV 0.539

Source: Authors’ analysis 
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H3: CSR positively affects OID.

2.5. CGV and FV
Tarigan and Stacia (2019) define that a good CGV helps a company to improve its efficiency and 
effectiveness by reduced operational costs, increased margins and increased profitability. Firms 
with good CGV ensure socially responsible practices and ethical business practices that are con-
sistent with the values and norms of the society in which they operate. In addition, Thomsen 
(2005) contends that CGV has a positive and significant relationship with FV. This finding is 
consistently supported by the later studies of Ammann et al. (2011), Lozano et al. (2016), Li 
et al. (2012), and Ararat et al. (2017). In other words, an increase in firm value will necessarily 
require an increase in CGV efficiency and effectiveness.

Therefore, the hypothesis of the relationship between CGV and FV is assumed based on the 
above discussion, as follows

H4: CGV positively affects FV.

Figure 2. Confirmatory factor 
analysis (CFA).
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Table 1 below summarises the outcomes of a literature review of CGV related literature.

3. Research model and methodology

3.1. Research model
A systematic review shows that the current literature on the field of CGV is approached from 
various angles and contexts as summarised in Table 1 above. It, thereby, shows that none of 
the literature has an empirical study on the integration model to explore the relationship 
between CGV and FV deeply, with the involvement of CSR and OID mediating this relation-
ship. In addition, there is a lack of empirical research for SMEs in emerging economies. 
Therefore, this suggests that the relationship between CGV and FV needs to be further 
experimentally investigated with the mediating mechanism of CSR and OID in the stated 
relationship between CGV and FV. The integrated model of CGV, FV, CSR and OID is shown in 
the following Figure 1 in which CGV is an independent variable having 5 items, FV is 
a dependent variable having 3 items, and CSR and OID are mediating variables that have 6 
items and 4 items, respectively. These detailed items of each construct are presented in the 
following Table 2.

Table 2 presents the detailed items of each construct.

3.2. Research methodology
This research employed a combined quantitative and qualitative method to optimise research 
efficiency. In particular, the advantage of the qualitative method gives us the opportunity to 

Table 7. Discriminant validity
Variables MSV AVE MSV vs AVE Conclusion
CGV 0.237 0.523 MSV < AVE Satisfied and 

accepted

CSR 0.146 0.505 MSV < AVE Satisfied and 
accepted

OID 0.164 0.560 MSV < AVE Satisfied and 
accepted

FV 0.237 0.539 MSV < AVE Satisfied and 
accepted

Source: Authors’ analysis 

Table 8. Model fit analysis
Model fit indices Acceptance threshold Values Conclusion
RMSEA 0.08 ≤ Value ≤ 0.10 

(medio 
cre fit); Value < 0.8 (good 
fit; MacCa 
llum et al., 1996); Value ≤ 
0.05 (close  
fit; J. Hair et al., 2010)

0.062 Good fit

GFI Value > 0.90 (Miles & 
Shevlin, 1998)

0.912 Good fit

CMIN/DF Value < 3 (good); Value < 5  
(acceptable; J. Hair et al.,  
2010)

2.191 Good fit

TLI Value > 0.9 (J. Hair et al., 
2010)

0.923 Good fit

Source: Authors’ analysis 
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exploit insights into decisive elements of CGV and its association with FV. The target respondents 
are directorial and managerial levels, and entrepreneurs. The total number of participants is 50 
people, including 20 managing directors, 22 managers and 8 entrepreneurs. The objective of this 
stage is to complete the survey questionnaire in accordance with the research context and
quantitative research. The questionnaire was developed in accordance with a 7-point Likert scale 
(1 represents “strongly disagree”; 7 represents “strongly agree”).

Data was collected from 315 respondents from 225 companies in the south region of Vietnam. 
The sample size was computed based on the total number of items associated with the constructs 
under the guidance of J. Hair et al. (2010) that should be 5 to 10 times the total determined items. 

Figure 3. Analysis result of 
research model. 
Source: Authors’ analysis

Table 9. P-value
Relationships P-value Relationships P-value
CSR ← CGV 0.001 CSR6 ← CSR ***

OID ← CGV *** CSR4 ← CSR ***

OID ← CSR 0.010 CSR2 ← CSR ***

FV ← CGV *** CSR1 ← CSR ***

FV ← CSR *** OID3 ← OID

FV ← OID 0.009 OID4 ← OID ***

CGV1 ← CGV OID2 ← OID ***

CGV4 ← CGV *** OID1 ← OID ***

CGV3 ← CGV *** FV2 ← FV

CGV2 ← CGV *** FV1 ← FV ***

CGV5 ← CGV *** FV3 ← FV ***

CSR3 ← CSR

(***): smaller than 0.001 Source: Authors’ analysis 
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Therefore, with a total of 18 items, as in this study, the sample size should be 180 samples. To 
avoid potential risks that could affect response rates such as missed or incomplete responses, the 
sample size was initially determined to be 325 samples collected by a simple random probability 
method. The selected respondents included managing directors (about 35%), managers (about 
45%) and entrepreneurs (about 20%) in the south region of Vietnam, with no age restriction. The 
survey is conducted by combining direct form and online technology application, depending on the 
convenience of every participant in the survey. The obtained answer sheets are screened to select 
only the complete answer sheets. This resulted in 315 valid responses being collected which were 
then subjected for analysis using the covariance based structural equation model (CB-SEM).

CB-SEM was chosen to be used in this research for the following reasons. First, CB-SEM is known 
to possess feature advantages over other conventional analytical methods as a tool for data 
analysis suitable for the field of organisational and management research (Zhang et al., 2020). 
Second, CB-SEM is known as the most appropriate technique for analysing mediating effects 
compared to other methods due to its advantages such as the ability to be flexible in manipulation 
of analysis for mediation; the ability to analyse multiple indicators of the same construct in 
a latent variable model for mediation (Iacobucci et al., 2007); the ability to separate the measure-
ment error from the manifest variable to ensure the most accurate factor loading estimate 
possible (McDonald, 1996); the ability to identify the multicollinearity problem well, thanks to the 
tool of modification index assigned to this application (McIntosh et al., 2014). With this approach, 
CB-SEM can assist the researcher in detecting which items have the potential to affect the 
construct meaning adversely, while this benefit cannot be found in other methods. Third, the CB- 
SEM estimate is more accurate than other quantitative analytical techniques (e.g., PLS-SEM) for
a sample size of 50 and above (Jannoo et al., 2014). Fourth, the construct reliability may be more 
reliable for CB-SEM than other methods due to its ability to limit the bias of factor loading values 
(Afthanorhan et al., 2020). Fifth, the estimation technique of CB-SEM is preferred over others for 
parameter accuracy thanks to the use of the consistent estimator in CB-SEM which helps to render 
consistent attributes in different situations (Reinartz et al., 2009).

Table 10. SEM analytical results
Parameter Estimate S.E. C.R. P-value
CSR ← CGV 0.279 0.087 3.221 0.001

OID ← CGV 0.418 0.077 5.433 ***

OID ← CSR 0.149 0.058 2.582 0.010

FV ← CGV 0.350 0.070 4.974 ***

FV ← CSR 0.198 0.051 3.917 ***

FV ← OID 0.155 0.060 2.601 0.009

(***): smaller than 0.001 Source: Authors’ analysis 

Table 11. Results of bootstrapping
Parameter SE SE-SE Mean Bias SE-Bias C.R
CSR ← CGV 0.081 0.002 0.214 −0.004 0.003 −1.33333

OID ← CGV 0.076 0.002 0.365 −0.003 0.002 1.5

OID ← CSR 0.074 0.002 0.169 0.001 0.002 0.5

FV ← CGV 0.073 0.002 0.358 0.001 0.002 0.5

FV ← CSR 0.072 0.002 0.256 −0.003 0.002 −1.5

FV ← OID 0.081 0.002 0.178 −0.002 0.003 −0.66667

Source: Authors’ analysis 
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4. Results
This section presents the quantitative results of this study. Accordingly, it includes sub-sections 
presenting the evaluation of the scale (reliability, convergent and discriminant validity), assess-
ments of the model fit, the measurement model, the structural model and the research 
hypotheses.

4.1. Assessing reliability of the scale
An assessment of reliability is necessary to check the degree of consistency between multiple 
measurements of a variable, according to J. Hair et al. (2010). For this purpose, Cronbach’s Alpha 
and composite reliability (C.R) were used to evaluate the scale consistency and overall reliability. 
The analysis results show that Cronbach’s Alpha and C.R are all greater than 0.7. This result 
validates the measurement model, confirming that the scales are good and reliable (J. F. Hair 
et al., 2016). Table 3 summarises the results of Cronbach’s Alpha and C.R to support the assess-
ment and stated conclusion about the reliability of the scale involved in this study.

The next step was taken to analyse factor prior to exploratory factor analysis (EFA). For this 
purpose, the KMO and Bartlett’s Test result indicators were assessed. The results presented in 
Table 4 below show that the KMO coefficient > 0.5 and sig. < 0.05. This result reflects that the 
necessary conditions are met to perform EFA.

Exploratory factor analysis (EFA) was then taken. The result shows that most of the items 
converge on the appropriate factors according to the research model except for CSR5 whose 
factor loading is smaller than 0.5, so this variable does not satisfy convergence and needs to be 
eliminated. Thus, the CSR variable remains 5 items instead of 6 as initially proposed. Table 5 below 
summarises the factor loading of items after eliminating CSR5 to assist in factor loading analysis.

4.2. Convergent validity
Convergent validity was assessed as necessary to check the convergence of the measurement 
items onto the respective structures. For this purpose, Average Variance Extracted (AVE) values 
were evaluated (Götz et al., 2010). According to J. Hair et al. (2010), AVE value is required to be 
equal to, or greater than, 0.5 to validate convergent validity. The result shows that the AVE values 
of all the variables in this study range from 0.505 to 0.560, which means that convergent validity is 
supported. Table 6 below summarises the AVE values as stated.

4.3. Discriminant validity
Assessment of discriminant validity was performed by evaluating Maximum Shared Variance (MSV) 
and AVE values. In a scenario in which the MSV values are all smaller than the AVE values, 
discriminant validity is satisfied (J. Hair et al., 2010). The comparison of MSV and AVE values as 
shown in Table 7 below indicates that MSV, with values from 0.146 to 0.237, is always smaller than 
AVE, with values from 0.505 to 0.560. This result affirms the discriminant validity of this study.

4.4. Confirmatory factor analysis (CFA)
With Cronbach’s Alpha and AVE results being greater than 0.7 and 0.5, respectively, they satisfy 
the necessary requirements to perform the confirmatory factor analysis (CFA). Figure 2 below 
illustrates the exploratory factor analysis results showing the diagram between the factors and 
related variables in the research model.

4.5. Evaluation of structural model
The model fit was assessed to determine its fitness and its validity through the evaluation indices 
such as RMSEA (root mean square error of approximation), GFI (goodness-of-fit statistics), CMIN/DF 
(Chi-square/df) and TLI (Tucker-Lewis index). The following Table 8 presents the results corre-
sponding to these indicators and concludes its validity against the proposed threshold. Therefore, 
the model involved in this study is fit and valid.
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In order to analyse the relationships in the structural model, p values were evaluated. 
Accordingly, with p-values less than 0.05, the corresponding relationships are concluded to be 
significant. Table 9 below shows that all the p-values of the relationships in the research model are 
smaller than 0.05, which means that all relationships are significant.

Regarding the analysis of the level of impact and the direction of impact in the relationship 
between the main variables in this research, SEM analysis results were used for this purpose. The 
results show that all path estimates are positive, indicating that the relationships between the 
variables of the respective path are positive. In addition, the p-values, all being less than 0.05, 
determine that these relationships are significant. Accordingly, the increase of the influencing 
variable will lead to the increase of the affected variable in the specific relationship. Table 10 
summarises the analysis results of SEM to support the analysis and stated conclusions. Besides, 
Figure 3 illustrates the SEM results of this study.

Analysis using the bootstrapping technique was performed with a 1,000 sample loop. According 
to Efron and Tibshirani (1993) and Efron (2003), bootstrapping assigns measures of accuracy (bias, 
variance, confidence intervals, prediction error, etc.) to sample estimates. The results show that all 
C.R. are smaller than 1.96, indicating that the results are reliable for sample-to-population predic-
tion. Table 11 below presents the bootstrapping results to reaffirm the robustness of the SEM 
analysis results as stated.

The structural model and research hypotheses were assessed using SEM analysis results as 
presented in Table 10 above. The results show that CGV positively and significantly affects CSR 
(β = 0.279, p < 0.05). This conclusion supports hypothesis H1a. Likewise, the relationship between 
CSR and FV is demonstrated to be positive and significant in this study (β = 0.198, p < 0.05). This 
conclusion shows that hypothesis H1b is accepted. This result supports the conclusion that CSR 
mediates the link between CGV and FV. Therefore, when the CGV is better, the CSR outcomes will 
be improved, leading to an increase in firm value.

In addition, the results indicate that CGV positively and significantly affects OID (β = 0.418, 
p < 0.05) which supports hypothesis H2a. Besides, the relationship between OID and FV is demon-
strated to be positive and significant in this study (β = 0.155, p < 0.05). This result supports 
hypothesis H2b, so it is accepted. This result supports the conclusion that OID mediates the link 
between CGV and FV. Therefore, when CGV is better, the degree to which employees identify with 
the business is increased, which in turn benefits the business in various ways that the current 
literature has demonstrated regarding productivity and ultimately lead to an increase in firm 
value. In addition, the results show that CGV positively and significantly affects FV (β = 0.350, 
p < 0.05), which supports hypothesis 4. Likewise, the relationship between CSR and OID is demon-
strated to be positive and significant (β = 0.149, p < 0.05) and this supports hypothesis 3 in this 
study.

5. Discussions and implications
This section includes subsections that include the discussions of the findings of this research, 
theoretical implications and managerial implications. The contents of these subsections are pre-
sented below.

5.1. Discussions
Throughout this study, a so-called good CGV for SMEs in an emerging market is considered to 
include board size, board independence, board interaction, managerial ownership and ownership 
structure. The board size should be small to be efficient because it offers flexibility in problem 
solving, therefore being more economical in operating costs (Diriba & Basumatary, 2019; Naushad 
& Malik, 2015), and having the ability to seize opportunities faster than the opponent (Lorsch & 
Maclver, 1990). As a result, this leads to increased firm value in such a way that it enhances 
efficiency. This finding supports the notion of Jensen (1993) which implies that the board size 
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should be small to be more efficient, so that proposes the proper size should be less than 7 people. 
In relation to board independence, the results imply that the more independent it is, the better the 
firm value, because independent directors can help to reduce agency problems and raise 
a manager’s compliance level with regard to his/her responsibilities with stakeholders. This finding 
supports the perception of Jain and Jamali (2016). The board interaction itself is concerned with 
the meeting frequency in this study. The findings show that the meeting frequency is so-called 
suitable for efficiency when it is flexible enough based on the amount of work to be addressed. In 
relation to ownership structure, it is concerned with the share proportion of CEO, directors and 
immediate family members to total outstanding shares. The results show that the ratio of shares 
held by these components has a negative relationship with the CGV effectiveness towards CSR 
involvement. This finding supports the view that business owners and big inside shareholders tend 
not to favour long-term investment in CSR, while outside shareholders and other stakeholders 
expect long-term commitment to CSR activities from businesses towards sustainability (Shu & 
Chiang, 2020). In relation to ownership structure, it is considered to be effective and efficient when 
the ownership structure does not include a state element.

The findings of this study, based on its hypothetical relationships, have similarities and differ-
ences compared to the existing literature. Specifically, the affirmation of a positive and significant 
association between CGV and CSR advocates the studies of Ida Bagus et al. (2019), Nikolić and 
Zlatanović (2018), Bolourian et al. (2021), and Fahad and Rahman (2020). Besides, the results 
confirming the positive and significant impact of CSR on FV supports the findings of the studies of 
Fuadah and Kalsum (2021), Tarigan and Stacia (2019), and Kartika et al. (2019); Qureshi et al. 
(2020); Xie et al. (2019). This result is different from Sameer (2021) in that there is a negative and 
significant relationship between CSR and the firm outcomes. Likewise, the proven positive effects 
of CGV on OID supports the studies of Zollo et al. (2019), Van Puyvelde et al. (2012), and Filatotchev 
and Nakajima (2010). Additionally, the relationship between OID and FV was shown to be positive 
and significant in this study, supporting the findings of studies by Su et al. (2019); Voss et al. 
(2006). Regarding the relationship between CSR and OID, the assertion of a significant and positive 
relationship between CSR and OID support the finding of Su et al. (2019) and Muhammad et al. 
(2017).

The relationship between CGV and FV is shown to be positive and significant in this study. 
This result supports the findings of Kartika et al. (2019) and Tarigan and Stacia (2019), 
although it is different from the findings of Berthelot et al. (2012) and Zabri et al. (2015), as 
they argue that CGV reduces FV. The results of the main interest of this study, which is the 
mediating role of CSR and OID in the relationship between CGV and FV, support the findings of 
Ida Bagus et al. (2019) in that CSR mediates the stated relationship. This confirms that, in the 
context of SMEs in emerging economies, CGV plays a very important role in enhancing corpo-
rate value with the mediating influence of CSR and OID in this relationship. The results show 
that good CGV ensures that businesses operate ethically and responsibly to stakeholders, the 
environment and society. Good CGV orients businesses to work to address stakeholders’ inter-
ests towards balancing the values of economy, society and the environment. This confirms that 
a better CGV leads to better CSR and OID, which ultimately leads to better FV. Thereby, this 
shows that CGV plays a very important role in the outcomes of enterprises in the sustainability 
orientation. It is therefore no coincidence that there is a growing interest in CGV, CSR and 
sustainability (Naciti et al., 2021). The role of CGV in bringing businesses towards sustainability 
is the main interest. CSR serves as a strategic vehicle to help businesses drive their sustain-
ability goals. Nonetheless, as outlined above, empirical research on the mediating influence of 
CSR and OID in the relationship between CGV and FV is rare in the current literature. Therefore, 
this contribution is considered as important, as well as the originality of this study. Based on 
the above discussion, the theoretical and managerial implications are proposed in the following 
section.
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5.2. Theoretical implications
This study has some theoretical implications as discussed in this section. First, this study enriches 
the existing literature in the fields of CGV and FV that is inherently rare in the current literature and 
requires further empirical research in this specific setting. Second, this study provides additional 
evidence on the positive and significant relationship between CGV and FV for SMEs in an emerging 
market. Third, this study provides an extension to the extant literature in the domain of CGV and FV 
by the development of an empirical model of the impact of CGV on FV with the integration of CSR 
and OID to mediate this relationship. From the evidence-based view, this expands the empirical 
evidence on the importance of CGV in enhancing FV with the mediating mechanism of CSR and OID 
in this relationship. Fourth, this study contributes to the literature by developing the scale of CGV, 
CSR, OID and FV for SMEs in emerging economies. This is very important in clarifying each construct 
in the empirical model in the present study.

Fifth, this study supports the stakeholder theory, RBV theory, social identity theory and steward-
ship theory. Accordingly, it asserts that a well-governed enterprise is one that operates ethically 
and is geared towards addressing the interests of various stakeholders on the basis of balancing 
values of economy, society and the environment. When business stakeholders, especially employ-
ees, perceive that the business is governed in an ethical and responsible way to stakeholders, 
society and the environment, employees will improve their positive perception of the business, 
motivating them to stick around and enhance their contributions in a way that enhances effi-
ciency, and ultimately leads to enhancing the firm value in a sustainable way. Good CGV is seen as 
an important source of resources to promote CSR efforts and enhance OID, ultimately leading to 
increased FV. Firm value is seen as a result of good CGV through the mediating influence of 
effective CSR efforts and positive OID.

5.3. Managerial implications
This study has some managerial contributions which are described in this section. The first 
contribution is the provision of the insight into how CGV components should be so that businesses 
can achieve so-called efficiency in the context of the involvement of CSR elements for SMEs in 
emerging economies. Therefore, business practitioners and SME owners are encouraged to give 
due concern to the findings of this study in considering the appropriate CGV for the business to 
achieve its sustainable development goals, where increasing firm value is seen as a result of good 
CGV. Furthermore, a good CGV is a prerequisite for business survival (Rehman & Hashim, 2021). 
This implication is important in the context of SMEs in Vietnam because the vast majority of SMEs 
govern their businesses with the use of nepotism. Accordingly, business owners and family 
members hold important positions on the board of directors, leading to a significant dominance 
in business orientation, mainly profit-driven and sporadic philanthropy rather than interest-driven 
for all stakeholders towards a balance of economic, social and environmental values. However, 
with pressure in the context of globalisation and increasing social and environmental problems 
nowadays, this method of governance cannot be continued or businesses are effectively destroy-
ing themselves.

The second contribution of this study is the provision of the insight into the mechanism of firm 
value enhancement. Through this study, business practitioners and owners can understand inten-
sively how CGV increases firm value with the mediation mechanism of CSR and OID in the link 
between CGV and firm value. This thereby asserts that better CGV promotes better CSR, leading to 
better OID, which ultimately results in increasing firm value in a sustainable manner. Importantly, 
the connotation conveyed in this study is that CGV and CSR are seen to be a perfect couple in
moving the organisation up towards sustainability. CGV is perceived as good when it ensures that 
the business operates ethically, and towards addressing the interests of various stakeholders, the 
environment and society. In order for CGV to be effective with the involvement of CSR elements, it 
is necessary to determine in advance an appropriate CGV in terms of governance structure and 
governance mechanism (Ibrahimov & Omarova, 2020, p. 48). In addition, OID is also an important 
factor in explaining that, when a business is governed in a way that is responsible to stakeholders, 
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society and the environment, employees increase their positive perception of the business and this 
leads to increasing their organisational identity. In turn, this results in enhancing their contribution 
in a way that enhances efficiency and performance, which ultimately leads to increasing firm value 
in a sustainable way. This implication is very important for business practitioners and owners 
because it directly addresses the current problem of SMEs which is related to CGV, thereby, 
providing a mechanism to enhance firm value in a sustainable way that is highly applicable in 
the context of SMEs in emerging economies.

The third managerial contribution of this study is the recommendation of a long-term sustain-
able development strategy orientation for SMEs in emerging economies. Accordingly, businesses 
should integrate social and environmental issues into the CGV structure to ensure proactively that 
the company is always operated in a responsible and ethical manner (Spitzeck & Lenssen, 2009; 
Welford, 2007). Therefore, business practitioners and owners are encouraged to give due attention 
to the findings of this research in planning long-term development strategies for businesses 
because CGV, CSR and sustainability are highly correlated (Fahad & Rahman, 2020). Therefore, it 
is no coincidence that there is a growing interest in CGV, CSR and sustainability in the world 
(Ibrahimov & Omarova, 2020). In addition, through this study, it is implied that business leaders 
should use CSR as a strategic element for effective business development strategy and strength-
ening the competitive position of enterprises in the marketplaces, especially in the context of 
globalisation. This is because most of the SMEs in emerging markets do not consider CSR as 
a strategic element to improve their competitiveness, rather it is a charitable association. This 
could be due to many factors such as an inadequate approach to the concept of CSR, governance 
and resource constraint, motivation and others. Whatever the factor, the implication that this 
study conveys is that implementing CSR in accordance with standards is no longer an option, yet it 
is a responsibility that businesses must perform on a voluntary basis if they want to survive and 
develop sustainably, because this is an issue of growing concern among stakeholders around the 
globe.

6. Conclusions
This study provides a comprehensive examination of the association between CGV and FV with the 
mediating roles of CSR and OID for SMEs in an emerging country, in this case, Vietnam. This 
research provides significant contributions to theory and implementation as mentioned above. In 
this way, the major objectives of this study are achieved. In addition to the findings from our 
empirical research, this study provides interesting and useful insights into how businesses should 
be governed to increase value in a sustainable way. These insights may be very useful to business 
leaders, managers, entrepreneurs, investors and shareholders. Accordingly, the existing problem 
that most of the SMEs in an emerging economic context frequently face is the conflict related to 
the balance of interests of stakeholders. This is mainly because of the inconsistency between the 
views of the owner and the operator in operating the business, or it could be the ambiguity about 
business goals and organisation responsibility. It is also basically a matter of corporate governance 
which is majorly reflected by agency theory and stakeholder theory. Hence, the significance of this 
study’s results is reaffirmed for SMEs in an emerging economic context such as Vietnam.

7. Limitations
Despite the interesting contributions above, this study does have certain limitations. Firstly, this 
research focuses on SMEs from different segments, while differences in the nature of different 
industries might influence the essentials of governance characteristics for an effective CGV. 
Therefore, it might help future studies to refer to firms from a single segment to gain a deeper
understanding of their knowledge and engagement with corporate social responsibility. Secondly, 
this study was conducted in the southern region of Vietnam. Thus, the results may not be the same 
in a different region, country or culture. Thus, future research may consider different contextual 
factors to diversify approaches to the background of the research in this area. These limitations 
present opportunities for future research to continue to leverage empirical studies to enrich the 
research literature in the field of CGV.
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