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Role of corporate social responsibility on firm

performance in emerging economy: The
mediating role of access to finance and business

model innovation
Quang Huan Ngo® and Thanh Tiep Le?*

Abstract: The aim of this study is to perform the impacts of corporate social
responsibility (CSR) based on the firms’ performance (FP). These investigations also
provide the mediating role of access to finance (AF) as well as business model
innovation (BMI) using the relationship of CSR and FP. This study principally follows
quantitative method. The smart use of the PLS SEM to investigate the data of the
SMEs in Vietnam in 2020. The findings of this work indicate an important and
positive effect of CSR on FP using the AF and BMI mediated in this relation. The
study brings a mechanism by which corporate social responsibility results in firm
performance: SMEs with improved CSR practices will be better positioned for AF and
BMI those translating into improved competitiveness for improved firm perfor-
mance in a sustainable direction. The originality of this study is to provide the
comprehensive CSR practices based on the financial representations of SMEs in the
developing countries. Moreover, this study shows a rare work that establishes
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responsibility (CSR) is the key aspect in contri-
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The findings of this study suggest that the better
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possibility of access to finance (AF) and business
model innovation (BMI), which in turn leads to
improved FP. The originality of this study is to
provide the comprehensive CSR practices based
on the financial representations of SMEs.
Moreover, this study shows a relationship
between the financial SMEs performance and
CSR practices in Vietnam through the financial
and business model innovation as mediation,
particularly the favours revisionist view of CSR in
the current context of Vietnam. The study pro-
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a relationship between the financial SMEs performance and CSR practices in
Vietnam through the financial and business model innovation as mediation, parti-
cularly that favors revisionist view of CSR in the current context of Vietnam. The
objective of this work is to provide the important implications for business practi-
tioners and managerial level of SMEs with respect to increase in CSR awareness as
well as the importance of CSR long-term strategic planning in their corporate focus
strategy.

Subjects: Research Methods in Management; Strategic Management; Economics; Finance

Keywords: Corporate Social Responsibility (CSR); Business Model Innovation (BMI) access
to finance; firm performance; Small Medium Enterprises (SMEs)

1. Introduction

One of the strategic categories of firms’ operations is the corporate social responsibility (CSR) that
has got huge popularity as well as significantly increasingly towards the sustainable development
(Ye et al., 2020). CSR is perceived as a multidimensional perception that imitates a firm’s response
to the expectations along with the needs of its various stakeholders with respect to the environ-
ment, society, and individuals (Yuan et al., 2020). It becomes a worldwide phenomenon that
creates an attention among the academia, entrepreneurs, firms’ executive and public during the
past few decades. Firms tend to increase by applying CSR principles for various reasons that may
come from external pressure, internal motivation, or both, in such a way that CSR is seen as the
focal point of sustainability (Soojeen et al., 2019). Nevertheless, whatever reason is behind the fact,
the business dynamics majorly used to survive and develop in a sustainable direction by satisfying
its stakeholders’ expectation and produce competitive advantages for firms, simultaneously, that
indicate the social and environmental issues (Fernandez-Kranz & Santalo, 2010; Hawn & Ioannou,
2016).

The firm is considered as an entity of society, and it is expected to form the social responsibility
for its operations. As a result, CSR practice generates valuable outcomes to perform the influences
on the firm performance (FP), which provides the significant attention to its stakeholders, entre-
preneurs, and business practitioners. The recent studies represent the relationship between FP and
CSR and based on the inconsensous findings (Javed et al., 2020; Sharma, 2019). Most important
findings of this study indicate that CSR has a vital and positive relationship with the performance of
the firm (Blackburn et al., 1994; Graves & Waddock, 1994). In another sense, some findings defined
that the relationship between FP and CSR is negative (Julian & Ofori-Dankwa, 2013; Klassen &
Whybark, 1999), while some others determined that the relationship between both is neutral
(Peloza, 2009; Surroca et al., 2010).

Although much work has been provided in the current literature based on the relationship
between FP and CSR, however, integrated mediators of access to finance (AF) and business
model innovation (BMI) into a single conceptual research model remained scarce. Importantly,
with the presence of inconsistency of findings in the current literature as aforementioned those
may be explained by different economy settings, different industry sectors and cultural or institu-
tional (Han et al., 2016). From a business perspective, economy settings have a vital role to operate
and it is necessary to conduct a new research on CSR and FP with the novel conceptual model.
Thus, this study presents an integrated conceptual model to indicate a relationship between CSR
on FP, mediating role of AF and BMI. Specifically, the focus of this work are SMEs as they need it
properly (Das et al., 2020; Martinez-Conesa et al.,, 2017) and work as an emerging economy in
Vietnam, where competition enhanced due to the global integration pressure. In addition, COVID-
19 pandemic has been causing a global crisis that seriously affects the sharing economy activities
(Hossain, 2021) as well as increase competitive pressure on businesses for competitiveness. SMEs
is the driving force of emerging economy as its significant contribution to the economic
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development of the nation Beck et al. (2005), reduce poverty (Vandenberg, 2006); create jobs
(Lukdcs, 2005) and practice innovation (Terziovski, 2010). Moreover, there are many challenges
linked to the AF in Vietnam for SMEs as compared to other regions, competitions, business model
and lack of resources to support. These issues hinder the development of businesses and nega-
tively effects on the competitiveness of businesses (Ciunova-Shuleska et al., 2017). Thus, this
presented an intensive framework through research based on SMEs to enhance its performance
in a sustainable manner.

This paper shows the important contributions based on the current literature of CSR and FP in order
to differentiate these investigations from the previous studies. Firstly, it provides a comprehensive
understanding of CSR concept and proper practices based SMEs in the new provided context in
Vietnam. Indeed, SMEs in the new context will need it properly for survival and development because
it is significantly flawed in current practices of SMEs. As Das et al. (2020, p. 1) state, “Environmental and
social practices are grossly ignored in SMEs more precisely in emerging markets”. Secondly, it defined
a mechanism of how CSR improves FP by integrating AF and BMI as mediators in this relation. SMEs in
Vietnam has various problems using the relationship of the finance approach and BMI as compared to
other countries. This disclosure is significant in the current context of Vietnam where the pace of socio-
economic development is faster than ever, particularly the recent major economic and medical
achievements and even during the period of global crisis due to COVID-19 pandemic. Thirdly, this
work provides the empirical support for SMEs in the manufacturing sector of the emerging economies
regarding their sustainability strategy. Lastly, this paper can provide a deep vision of CSR for the
supportable progress of SMEs that are crucial to the economy, from a broader perspective. Therefore,
policy makers need to pay attention in order to make the reform in the policy to stimulate and enable
SMEs in implementing properly along the initiatives of CSR voluntarily.

To address the objectives, this research based on some major questions, (1) “How do SMEs
currently observe the CSR role in the Vietnam context as an emerging market?” (2) “How do current
SMEs plan their CSR initiatives and implement them in the Vietnamese context?” (3) “How do current
SMEs identify stakeholders in their business?” (4) “How is CSR associated with financial access of
business and business model innovation for SMEs in the Vietnamese market?” (5) “How does CSR
dffect firm performance, especially in the context of increasing global integration, increasing com-
petitive pressure?” and (6) “Whether or not access to finance and business model innovation
mediate the relationship between CSR and firm performance?”

The structure of this study has six major sections. Section 1 is the introduction. Section 1
includes several subsections, which present the underpinning theories, relevant concepts, develop
research hypotheses, and summarize systematic literature review. Section 2 presents the concep-
tual model. Section 3 presents the study design and methods. Section 4 designates the analysis
and results interpretations. Section 5 is related to the findings of the study and provides theoretical
and managerial implications. Section 6 concludes the investigations and section 7 highlights the
limitations and scope of further research.

2. Literature revew and hypothesis development

2.1 Underpinning theories

This work used stakeholder theory (Freeman, 1984), resource advantage theory (Hunt & Morgan,
1995), and sustainability vision theory (Kantabutra, 2020) as underpinning theories. According to
stakeholder theory perspective, stakeholders are those who are affected by business’s operations,
simultaneously affect firm performance in various ways. In this regard, stakeholders include
employees, customers, partners, communities, society at large, and the environment (Freeman
et al,, 2020). The stakeholder approach is crucial in exploring management-related areas such as
CSR. CSR activities create cohesion between businesses and stakeholders; accordingly, businesses
receive positive responses from stakeholders (Gunawan et al., 2020).
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In addition, from resource advantage theory perspective (Hunt & Morgan, 1995), the competition
process in market-based economies pertains to the context in which competition involves the
continuing struggle between firms for competitive benefit and outstanding measures. Regarding
the theory of sustainability vision (Kantabutra, 2020), an operative sustainable vision should be
focused to addressing the interests of various stakeholders and increasing stakeholder satisfac-
tion, those are affected by the business operations and can affect the business performance in
various ways. Stakeholders include shareholders, owners, customers, organization members, the
environment and community. In this context, corporate sustainability vision is demonstrated
through consistently practicing socially responsible management for internal and external
stakeholders.

Taking approach from the perspective of the stakeholder theory, enterprises practicing CSR feel
pressure from stakeholders, thus, they sustain their efforts in management practices and business
activities to meet stakeholder expectations. In return, they enhance the value of their resources in
a way that increases competitive advantage and ultimately leads to improved business perfor-
mance in a sustainable way. In the present context, AF and BMI are seen as a return to businesses
from integrating their socially responsible activities and behaviors into management practices
towards their stakeholders. In this regard, AF and BMI are considered as resource advantage of
enterprises which are crucial in helping them improve their competitive advantages and firm
performance. In this study, the main line of argument is that businesses can achieve their goals
when they address the interests of their stakeholders in a sustainable way through CSR practices.

2.2 Corporate Social Responsibility (CSR)

The definition of CSR is evolved over time in a more stimulating and profound way to attract
further attention from businesses and stakeholders (Singh & Misra, 2021). CSR is conceptually
described as firm’s voluntariness in implementing socially and environmentally responsible man-
agement practices towards their various stakeholders for a sustainable future on the balance of
economic, social, and environmental value (Le et al., 2021q; Leet al., 2021b; Sharma, 2019). In this
regard, value-creating activities must be carried out with genuine effort and not compromise on
environmental and social issues. According to Freeman et al. (2020), business stakeholders include
internal-stakeholders and external-stakeholders who can be affected by the business operations
and, simultaneously, can affect the corporate performance in various ways. In the context of
globalization and series of environmental challenges today, stakeholders are increasingly con-
cerned in the behavior and responsibility of businesses to the environment and society for
sustainable development (Gunawan et al., 2020; Singh & Misra, 2021).

In developed economies, CSR is commonly integrated into corporate strategies as a sustainable
development strategy while this practice is lacking in developing countries (Bhatia & Makkar,
2020). According to Turker (2009) and Vives (2006), internal CSR practices are voluntary actions
of firms to improve the well-being of internal stakeholders, such as the employees. Internal CSR
practices basically include employee training and development, health and safety assurance, equal
opportunities providing, work life balancing, healthy and creative work environment, and ability of
participation in business operation. While Carroll (1979) defined external CSR as voluntary actions
of firms in relation to addressing society issues at large and its interaction with the physical
environment. In addition, Cornelius et al. (2008) determined that external CSR practices are
perceived include marketing-related activities, volunteerism of employee, charitable-related dona-
tions, philanthropic-related activities, community-related projects and programs of environmental
preservation and protection.

Carroll (1991) determined the dimension of CSR, which consists of four major categories in
relation to law; economics; ethics and charity and those that verified with numerous stakeholders
of the society, such as customers, community, business owners, society and employees using the
business relation towards improving and maintaining the good customers as well as spreading
good behaviors and curbing, eliminating bad behaviors towards related firms’ stakeholders. In this
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study, CSR measures based on the dimension determined by Carroll (1991) with modification so
that it’s suitable with the context in Vietham.

2.3 CSR and Firm Performance (FP)

The relationship between CSR and firm performance is theoretically argued from the perspective of
stakeholder theory. From this point of view, CSR practices show the concern of the business to the
issues of interest to stakeholders (Famiyeh, 2017; Mahrani & Soewarno, 2018). In return, this leads
to improved corporate reputation in front of stakeholders, enhanced competitive advantage, and
ultimately to improved firm performance. According to Feng et al. (2017); Martinez-Conesa et al.
(2017), the success of a business depends on its ability to build relationships with stakeholders.
According to Freeman (1984), stakeholder theory can well explain the positive relationship
between CSR and firm performance.

The current literature shows that the relationship between CSR and firm performance is
approached from different angles and with mixed results (Velte, 2021). In which, some empirical
literature shows that CSR practices have a positive relationship with business outcomes in terms of
competitive edge (Eyasu et al., 2020); value of stock (Asogwa et al., 2020); market value (J. W. Lee,
2020); environmental and social performance (Padilla-Lozano & Collazzo, 2021); financial perfor-
mance and competitive advantage (K. H. Lee & Min, 2015); sustainability performance (Le et al.,
2021b; Jain & Winner, 2016). While other literature argued that the impact of CSR practices on firm
performance is negative because implementing CSR is a cost (Huang et al., 2020).

According to Soewarno et al. (2021), CSR has a positive and significant impact on the corporate
performance. In this context, CSR is assumed to have a positive association with firm performance
because consistent implementation of CSR initiatives can lead to embedding its associated responsible
practices into the corporate culture. Accordingly, it affects the dynamics of enterprises in implement-
ing initiatives that benefit stakeholders, the environment and society. As a result, this leads to positive
attitudes of stakeholders towards the business, proactive innovation in the way doing things, improved
corporate reputation, enhanced competitive advantages and market performance, and improved firm
performance in a sustainable way (Islam et al., 2021; Javed et al., 2020; Kong et al., 2020).

Given the above discussions, the association between firm performance and CSR can be assumed
as follows:

H1: CSR has a significant positive association with financial performance.

2.4 CSR and Access to Finance (AF)

The association between firm performance and CSR is theoretically debated based on the stake-
holder theory perspective. From this approach, practicing CSR leads to positive attitude of stake-
holders towards the business, improves the business reputation in front of stakeholders, stimulates
investment desire from outside investors and ultimately leads to high AF (Taghian et al., 2015;
Zahari et al,, 2020). According to Famiyeh (2017) and Taghian et al. (2015), businesses that
sustainably implement CSR can achieve long-term and competitive benefits because of their ability
to control risks and good relationships with human resources and stakeholders.

The relationship between CSR and AF was positively demonstrated (Ansong & Wanasika, 2017).
In the context of many uncertainties in the business environment, investors expect enterprises to
well control financial and operational risks. In the context of CSR, the integration of CSR strategy
into corporate development strategy guides their business activities in an ethical and responsible
manner. Gradually, these practices are embedded in their corporate culture that guides the
business activities to be persistently ethical and responsible. This leads to improved reputation
of the business in the market and heightened creditability, which in turn leads to improved AF
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(Ansong & Wanasika, 2017; DiGiulio et al., 2007). Furthermore, businesses that actively address
environmental and social issues often strongly attract socially responsible investors (Ansong &
Wanasika, 2017). In addition, businesses that are capable to well control environmental issues and
risks are more likely to access to capital (Cheng et al., 2014; Sharfman & Fernando, 2008).

Based on the above argument, the hypothesis about the association between AF and CSR is
proposed as follows:

H2. CSR positively affects access to finance.

2.5 CSR and Business Model Innovation (BMI)

The association of CSR and BMI is discussed from a stakeholder theory point of view. From this
perspective, consistency in practicing socially responsible management for internal and external
stakeholders improves corporate culture in the way that guides all business behaviors and actions
to be beneficial to stakeholders, environment and society at large. As a result, this leads to
a positive attitude of stakeholders towards the business. For employees, internal stakeholder,
this stimulates their innovative and creative thinking to optimize business processes to improve
operational efficiency for cleaner environment and better society (Wang et al., 2020). For external
stakeholders, CSR stimulates their positive collaboration for the business which is critical to the
success of BML.

BMI is a concept that attracts remarkable attention of strategy makers and researchers at most
as it plays a very important role in business strategy to achieve organizational goals. According to
Casadesus-Masanell et al. (2010) and Mitchell and Coles (2003), BMI can help firms to reach the
potential customers and build association with them to “find a first-mover benefit”, at the same
time “helps firms to establish dynamic benefits, which are hard to find the competitors in order to
imitate the dynamic environment of the business”. BMI states to “the search for novel firm logics,
and some new directions to capture and create the value for its stakeholders. Its emphasises
mainly to find the new directions to produce revenues and generate the value propositions for
partners, suppliers and customers” (Casadesus-Masanell et al., 2010).

According to Visnjic et al. (2016), BMI can be classified into two subcategories including product-
oriented BMI and customer-oriented BMI which can be measured across three dimensions of
innovation for “value creation, value proposition and value capture” (Clauss, 2017). In this context,
CSR can promote BMI because it involves innovative activities and changes for creating value,
improving value, and adding value into the existing value. Socially responsible company impresses
their responsiveness to the concerns of various stakeholders on environmental and social issues,
which in return, beneficial to the business in terms of reputation. Accordingly, businesses can have
supportive collaboration from stakeholders, which is very important in implementing BMI for value
generation (McWilliams & Siegel, 2001).

In addition, CSR can positively associate with BMI because of its possibility of creating new
business opportunity and business strategy. As aforementioned, CSR practice can lead to improved
creative and innovative thinking for the betterment of the environment and society. As a result,
this leads to a high possibility of BMI. Besides, environmental challenges that threaten human
development also put pressure on traditional business models and open up opportunities for
innovative business model (Halkos & Skouloudis, 2018). On the other hand, CSR can affect BMI
because CSR has a significant role on the risk-taking of business leaders. In the context of BMI,
leader’s ability to take risks is crucial to the ability to realize BMI. Meanwhile, CSR is demonstrated
to positively influence the risk-taking ability of leaders because they understand the value that CSR
brings to their businesses and the advantage of the first mover (Dunbar et al., 2016).
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Given the above discussion, the hypothesis about CSR and BMI can be supposed as:

H3. CSR has a positive impact on BMI.

2.6 Access to Finance (AF) and Firm Performance (FP)

The association of AF and FP can be debated mainly based on the perspective of resource
advantage theory. From this approach, AF is seen as an advantageous resource that is obtained
through the reputation of the business in front of its stakeholders, investors and financial institu-
tions in particular. In the context of escalating competition and uncertainty in the business
environment, AF is critical to a business’s ability to realize business opportunities. Therefore, it
affects the long-term performance of the business. According to Abdisa and Hawitibo (2021),
financial availability and AF are strongly linked to firm performance. Empirical literature shows
that the degree of impediment to AF for small businesses more challenging than that for larger
businesses (Abdisa, 2018).

In terms of macroeconomics, businesses play a very important role in the national and regional
economies. Specifically, it contributes to economic growth, job creation and poverty reduction. This
role is increasingly enhanced in developing and developed countries (Fowowe, 2017). In fact, many
businesses are willing to expand their business to find growth opportunities, however, the issue of
AF is recognized as one of the biggest obstacles in the implementation of the development
strategy (Fowowe, 2017). This financing gap is more severe for small businesses and in developing
economies (Fowowe, 2017). According to Malhotra et al. (2007), lack of finance is a huge obstacle
to the development and growth of enterprises. Financial capital has a positive relationship with
firm efficiency (Giang et al,, 2019). On the other hand, access capacity to finance that allows
certain advantages to firms in the relations to take market opportunity and transform it into
business opportunity for firms. Building a network to enhance the possibility of accessing finance is
considered as an important solution for firms that unable firms to utilize the business opportunities
and make it possible to revenue for firms.

Based on these investigations, the hypothesis about the association between AF and FP can be
assumed as below:

H4. Access to finance positively affects FP.

2.6 BMI and Firm Performance (FP)

From the resource advantage theory perspective, BMI is seen as an advantageous resource of the
enterprise that can benefit the business in terms of increasing competitive advantage. According
to Khaddam et al. (2021), BMI has a significant influence on the performances of the firm. In this
regard, BMI provides productivity, return on sales, market value and financial performance for
businesses (Gerdogi et al., 2018). According to Bashir et al. (2017), the efficiency ratio in terms of
profitability brought by BMI is about four times against traditional innovation that is just based on
a product or service. SMEs those implement BMI have higher performance than other businesses
without BMI implementation (Carayannis et al., 2014; Futterer et al., 2018; Karimi & Walter, 2016;
Kim & Min, 2015). In addition, to the venture business projects that implement BMI will provide
competitive advantage and long-term survival in a dynamic market (Velu, 2015). According to
Latifi et al. (2021), BMI can improve business performance in a way that it can seize new market
opportunities, improve efficiency, and enhance competitive advantage.

BMI involves the pursuit of new logic in the process of creating value and capturing value for

stakeholders. This new logic focuses on exploring new ways that fit the business environment to
generate revenue and define the value proposition for stakeholders such as customers, partners,
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suppliers. BMI is simply described as the change, adjustment in the components of the existing
business model that associate with the resources, activities, customers, partners, distribution, and
communication (Marolt et al., 2018). According to Visnjic et al. (2016), BMI is approached through
product-oriented innovation and customer-oriented innovation that benefit the business in a way
that enhances their competitive advantage and distances their differentiation from other busi-
nesses. Therefore, BMI not only facilitates businesses conquer new customers, new markets,
establish associations with them to gain first-mover advantages, but also helps companies to
form the dynamic advantages that are not easy for the competitors to reproduce in a dynamic
business situation. In this context, BMI was introduced as an enabler to help businesses achieve
their goals and improve performance (Kranich & Wald, 2018).

Given the above discussion, the hypothesis about the impact of BMI on FP can be assumed as
below:

H5. BMI positively affects FP

2.7 Firm Performance (FP)

FP is considered to show the results of business operations (Fatoki, 2011), such as the enterprise
fulfills its goals when selling products to the international markets (Navarro et al., 2010). Business
results of enterprises are expressed in three specific areas includes (1) financial performance,
which is expressed as profit, return on investment, return on asset and so on; (2) product market
performance is manifested by sales, market share and shareholder return, expressed as total
shareholder dividend and value-added dividend (Richard et al., 2009).

Business results can be accessed in several ways, such as (1) from a financial perspective that
considers business results through overall profits, return on asset, profit margins and profitability
and (2) non-financial perspective, which focus on measuring business performance through sub-
jective perception of enterprises, business satisfaction (Ngatno et al., 2016; Zahra, 1993). Business
results assessing way are normally dependent on the firm’s context and expectation of the
researchers, who expect to see the firm’s status at what angle. This study measures the business
results based on a financial approach such as sales growth, profitability, return on assets and
return on investment.

This study approached systematic literature review. Table 1 summarizes systematic literature
review on the field of CSR and FP.

3. Conceptual model

The conceptual study of the model based on literature review is provided in Figure 1. This model
explores the association between corporate social responsibility (CSR) and firm performance (FP)
with mediating characters of access to finance (AF) as well as business model innovation (BMI).
This model includes FP and CSR as the dependent and independent variables as well as AF and BMI
as the mediating variables.

The construction of the variables of these investigations shows that FP has four types related to
finance, CSR has ten economics-related items, society, law, and ethnics while AF has three items
related to ability to access finance and BMI has seven items related to capacity of innovation of
business model. The hypotheses of this model are proposed as follows.

4. Research design and methodology

This manuscript examines the association between FP and CSR, with mediating role of AF and BMI
in this relation. To test the hypotheses, we targeted the experts, executives, and head of depart-
ments of firms for those who have been selected by the simple random method.
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Table 1. Literature review on csr and fp

References Context Approach Outputs Limitation
Sardana et al. +India SEM External-CSR Small sample size.
(2020) +Manufacturing practices with Survey instrument.
sector respect to

sustainability of

atmosphere and

positivity of supplier

effects on FP.
Bahta et al. (2020) | +Eritrean firms PLS SEM +CSR positively and | Sample

+SMEs

significantly affects
the financial
performance
+Innovation
capability partially
mediates this
relation
+Innovation
capability partially
mediates this
relation

representative

He et al. (2020)

+China

Analysis through
Multiple regression

CSR practices
positively impact on
organizational
performance. Each
CSR components
differently impacts
on FP. Local
character plays an
important role in
this relationship.
Local character
plays an important
role in this
relationship.

Research context
and data.

Yang et al. (2019)

+China
+Pharmaceutical
industry.

Regression analysis
of Panel

Positively
performance of CSR
with crucial effects
on FP indicators

Data constrain

Shekar and
Kumaran (2019)

+India
+IT industry

Regression system

CSR
implementations
contribute to firm
growth and
enhance financial
measures.

Research context
Sample
representative

Ansong and
Wanasika (2017)

+Ghana
+SMEs

PLS SEM

CSR practices
positively impact
FPStakeholder
engagement
mediates this
relation
Stakeholder
engagement
mediates this
relation

Research context
Sample
representative

Agyemang and
Ansong (2017)

+Ghana
+SMEs

Partial least square

CSR practices
positively affect
FPAF and corporate
reputation mediate
this relation

AF and corporate
reputation mediate
this relation

Sample
representative
Research context

(Continued)
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Figure 1. Effects of CSR based
on the firm performanace.

Table 1. (Continued)

References

Context

Approach

Outputs

Limitation

Mahmood et al.
(2020)

+Pakistan.
+Manufacturing
firms

Analysis of Panel
data

CSR has a positive
impact on financial
performance.
Competitive
advantage
mediates this
relation
Competitive
advantage
mediates this
relation

Research context.
Research data.

Basti¢ et al. (2020)

+Slovenia.

SEM

CSR dimensions
have positive
relationships with
FP, Innovation
mediates this
relation

Research context.
CSR dimensional
scale.

Stojanovic et al.
(2020)

European Post-
transitional
countries

SEM

CSR
implementation
positively influences

Stakeholder Level.
Research data and
context.

FPEmployee loyalty
mediates this
relation.

Employee loyalty
mediates this
relation.

Source: Authors’ synthesis.

Access to
Finance (AF)

Firm
Performance

Corporate Social
Responsibility
(CSR)

Business
Model
Innovation

This study majorly adopted quantitative method. Subjects selected for this study are those SMEs
perating in manufacturing sector from ten years above in the South of Vietnam. SMEs were defined
on the basis of the employee numbers that an enterprise registered not more than 250 employees
is recognized as an SME (IFC, 2009).

The structure of the questionnaire consists of three main parts. The first part is about the survey
respondents’ demographics. The second part presents the opened questions for respondents’

perspectives that majorly include: (a) The situation of CSR understanding and practices by SMEs
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in Vietnam; (b) the reality of challenges that SMEs in Vietnam are facing in the framework of
increasing competition because of global integration pressures and fast economic and social
growth; (c) The importance of properly implementing CSR for the benefits of SMEs using the new
Vietnam context; (d) Suggestion for SMEs to change for better. The third part covers closed
questions, five-point Likert, from 1 to 5 means strongly disagree to agree. The survey was studied
by ten experts in CSR, finance, and business with respect to the content clarity, readability, and
comprehension of the questionnaire for the study.

Questionnaires were sent to respondents in two main ways: directly and via google drive, which-
ever is the best. We retrieved 385 questionnaires representing a 98.71% response rate for the
analysis. All survey received will be checked to remove the incomplete survey that has a missing
value. Finally, we retained 380, representing 97.44% of the response rate for the final study. The
collected data was analyzed using Partial Least Square Structural Equation Model (PLS SEM).

5. Analysis and results

5.1 Sample characteristic
Table 2 below presents the sample features in this work based on the population representative

5.2 Assessing reliability of the scale

Hair et al. (2010) defined that testing reliability as an assessment of the consistency degree
between multiple measurements of a variable. This study evaluates the constancy of the whole
domain along with the reliability of each productivity factor with the use of composite reliability
indexes and Cronbach’s Alpha to bring all essential basis for the appropriate outcomes. These
investigations indicate that the coefficient of Cronbach’s Alpha for all variables is not lesser than
0.7 precisely 0.755 of AF, 0.793 of FP, 0.88 of BMI and 0.91 of CSR. At this stage, it is possible to
conclude that the reliability of scale is satisfied according to Cronbach’s Alpha index. However, the
study extends further this work in order to present strongly affirm the scale consistency, hence
composite consistency was applied for this persistence. These investigations indicate that the
values of the compound consistency are not lesser than 0.7, especially 0.859 of AF, 0.866 of FP,
0.907 of BMI and 0.925 of CSR. Hair et al. (2016) investigated the cumulative consistency that lies
around 0.7 and 0.95, which shows the reliability of satisfactory level. Therefore, these results
confirm the scale reliability perform good and satisfactorily. The comprehensive summary of
these results is performed in Table 3. Furthermore, the indicator consistency was authenticated
by measuring the outcomes based on the outer loadings. Table 4 represents the outer loading
outcomes that show each value is not lesser than 0.7. Based on these results, it is established that
the reliability is performed in each individual indicator.

In addition, the indicator reliability was checked by assessing outer loadings’ results. Table 4
shows the results of outer loading where all values are greater than 0.7. It means that all
individual indicators are reliable.

5.3 Assessing validity

The way to measure the validity performances is proposed by Hair et al. (2010). Moreover,
its practicality assessed the collection of the data along with the reflection is also presented.
Anderson et al. (1988) concluded that the research perceptions validity include discriminant
validity and convergent validity of the scales.

5.4 Convergent validity

Fornell and Larcker (1981) indicated that the values of the convergence are applied to demon-
strate the convergence of the items of measurement using their individual constructions. Hair et al.
(2010) proposed that the index of AVE should be equal or over to 50% and the factors of extraction
can be more understandable than other combination of extraction. The factors of external loading
and EVA results are provided in Table 5. This Table depicts that the values of the factors of external
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Table 2. Sample characteristics

Index n =380 Intensity (%)
Gender

Male 197 51.84
Female 183 48.16
Age

40-45 years 135 35.53
46-50 years 152 40.00
51 years above 93 2447
Education

Bachelor 178 46.84
Master 125 32.89
Above 77 20.26
Years of working for the company

1-5 years 86 22.63
6-10 years 168 44.21
Above 10 years 126 31.16
Size

30-50 employees 95 25.00
51-100 employees 195 51.32
100-200 employees 90 23.68

Table 3. Cronbach’s alpha and composite reliability results

Variables Cronbach’s Alpha Composite Reliability
CSR 910 925
AF .755 .859
BMI .880 .907
FP .793 .866

Source: Authors’ analysis.

loading and EVA are not lesser than 0.7 and 0.5. These performances cross the mentioned level,
which is called a satisfactory level of degree based on the validity of the convergence. This means
a precise latent variable clarifies not less than variance in order to compare the consistent
indicators (Hair et al,, 2011). It is concluded that the observed variables are engrossed on the
concepts of the research, which is involved in the supported convergent validity.

5.5 Discriminant validity

Fornell and Larcker (1981) presented the distinction using the AVE square root of each construc-
tion of the research system is not lesser than all the correlation internal values based on the
residual structures. Table 6 shows the hidden structures that have been applied to distinguish from
one another that leads to the satisfaction of the discriminatory test. In the next step of the
research, individual valuation shows the independently assessing schemes based on the different
scale concepts to prove that these perceptions are not interrelated. Table 4 authenticates the
discriminant analysis values, where the diagonal measures are the factor’s square root perfor-
mances. The lower left values in the diagonal represent the partial correlation performance. These
outcomes indicate that the values of the square root are the factor’s average is not lesser than the
values of the partial correlation. Hence, the satisfactorily distinctiveness is concluded based on the
research perceptions.

Heterotrait-Monotrait Ratlo (HTMT) represents a new standard to measure the discriminant
rationality. Moreover, HTMT was calculated to indorse the discriminant soundness of the measure-
ment system. Kline (2011) indicated that HTMT is close to 1, which designate a deficiency of
discriminant soundness and the values of the threshold can be 0.85. If this value is lesser than 0.85
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Table 4. Results of outer loading

Variables

AF

BMI

CSR

FP

AF1

0.880

AF2

0.810

AF3

0.816

BMI1

0.794

BMI2

0.755

BMI3

0.803

BMI4

0.806

BMI5

0.758

BMI6

0.757

BMI7

0.755

CSR1

0.772

CSR2

0.835

CSR3

0.779

CSR4

0.740

CSR5

0.882

CSR6

0.775

CSR7

0.817

CSR8

0.857

CSR9

0.818

CSR10

0.746

FP1

.880

FP2

.883

FP3

.759

FP4

842

Source: Authors’ analysis.

Table 5. Convergent validity

Variables External loading factors EVA
CSR 0.718-0.758 0.552
AF 0.810-0.830 0.671
BMI 0.730-0.782 0.581
FP 0.769-0.794 0.617

Source: Authors’ analysis.

then the discriminant validity is concluded of the research system is recognized. HTMT perfor-
mances are not greater than 0.85 in this work to support the discriminant soundness. HTMT
measures in this work are summarized in Table 7.

5.6 Evaluation of structural model

The first step taken placed was assessing Standardized Root Mean Square Residual (SRMR) value,
which is considered as a report of model fit. It is an absolute portion of fit and is recognized as the
standardized difference between the predicted correlation and observed correlation. According to
Hu et al. (1999), the model can be concluded as a good fit, if its SRMR value is less than 0.8. In this
study, SRMR’s result of saturated model is 0.79 meaning that the model fit is supported. In
addition, we took into consideration of the path coefficient analysis to assess the relationships
of the variables in this research model. Figure 2 represents that each path factor is taken as
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Table 6. Fornell and Larcker criteria

Variables AF BMI CSR FP
AF 0.836

BMI 0.431 0.776

CSR 0.265 0.695 0.803

FP 0.546 0.713 0.568 842

Source: Authors’ analysis.

Table 7. HTMT (Heterotrait monotrait ratlo)

Variables AF BMI CSR FP
AF

BMI 0.487

CSR ' 0.287 0.753

FP 0.634 0793 0.614

positive, which means that the relations of the research concepts are taken as positive. In
conclusion, the hypotheses of the proposed research are recognized.

In addition, Table 8 indicates the variable path coefficients of the research system. It designates
that CSR has a positive effect on BMI at 0.695 as the path coefficient between AF and CSR is not
greater then 0.265, while it is lowest at 0.160 between CSR and FP. In addition, the second
strongest positive impact has been established for the relationship between BMI and FP at 0.473
while that between AF and FP is lower at 0.300. It implies that to enhance the performance of
SMEs in Vietnam context, BMI is the most priority subject that need to be concerned and focused.
According to the relationship of cause-effect, SMEs in Vietnam can be considered CSR as a strategic
action that produces the values to government, the firms’ stakeholders, community, and society,
meanwhile it improves the innovation of business model to stay proactive against competitors and
attractive to customers.

The procedure is enhanced to check multicollinearities for all variables of the predictor latent by
evaluating variance inflation factors (VIF). Collinearity is known as one of the conditions where
highest correlation is performed in the independent variables. The divergence is performed in most
of the literature based on the VIF relation as the threshold values for the collinearity (Cenfetelli &
Bassellier, 2009; Kline, ; Petter et al., 2007). The suggested performances are 10, 5, and 3.3; that
means a VIF equal/greater to the threshold measure to suggest the presence of collinearity in the
multicollinearity or variables. Hair et al. (2009) proposed a common VIF threshold value is around
10. This study performs that the VIF is below 10 and can be settled with non-multicollinearity
problems in the variables of the research system. These VIF performances are summarized in
Table 9.

Moreover, the importance of the analysis of the path coefficient was directed using Bootstrap
scheme with 5000 emulators. Bootstrapping allocates accuracy measures (prediction error, bias,
confidence intervals, variance) to sample approximations” (Efron & Tibshirani, 1993). “This scheme
is used to estimate the distribution of the samples around any statistic based on the random
sampling schemes” (Varian, 2005). The bootstrapping outcomes indicate that the statistical per-
formance P-value <5% and t>1.96 that approve the propositions of this research system.
Alternatively, these outcomes show the research system suitability using research statics, whereas
the hypotheses acceptance indicates the practical results for FP. In brief, the positive effects of BMI
on FP, AF on FP, CSR on FP, CSR on BMI, and CSR on AF are established in these investigations, given
in Figure 3 and Table 10.
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Figure 2. Result analysis of
research model.

Source: Authors’ analysis
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Table 8. Path coefficients

Variables AF BMI FP
CSR 0.265 0.695 .160
AF .300
BMI 473

Source: Authors’ analysis.

6. Discussion and implications

6.1 Discussion

The analysis shown in Table 10 indicates the research hypotheses are supported. Specifically,
hypothesis 1 is accepted asserting that CSR has a vital and positive association with FP (B =
0.160, t=3.266, p <0.05). This finding to some extent supports previous literature of Javed et al.
(2020); Kong et al. (2020); Islam et al. (2021) those contended that CSR practices are beneficial to
FP. In addition, this finding endorses the notion of Feng et al. (2017); Martinez-Conesa et al. (2017)
by reinforcing the importance of business-stakeholder relationships for business success. This
finding further supports the argument of Ydnez-Araque et al., (2021) who argue that the viability
of the business is no longer a matter of maximizing profits for the business but also creating value
and benefits for stakeholders in a sustainable way, in today’s dynamic environment. However, this
finding contrasts with previous literature of Criséstomo et al. (2011); Kao et al. (2018) who argues
that CSR practices negatively affect FP because it contributes to the burden of operating costs of
businesses. Besides, Joseph et al. (2018) signified that CSR have an impotent and positive effect on
the financial performance of the firm, however, taking into further consideration by its key
components, then only governance measures positively effect a firm’s financial routine, while
social components and environmental components do not have any evidence for those
relationships.
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Table 9. Variance Inflation Factors values (VIF)

Variables VIF values Variables VIF values Variables VIF values
AF1 1.621 BMI6 1.890 CSR6 2.079
AF2 1.764 BMI7 1.742 CSR7 4,018
AF3 1.634 CSR1 3.195 CSR8 4.880
BMI1 3.076 CSR10 3.144 CSR9 4.568
BMI2 2.765 CSR2 5.128 FP2 2.389
BMI3 3.046 CSR3 3.060 FP3 1.643
BMI4 3.162 CSR&4 1.942 FP4 2.183
BMI5 1.798 CRS5 6.865 FP1 2.397

Source: Authors’ analysis.

Figure 3. Bootstrapping’s AF1 AR2 AF3

results. r\ T /
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Table 10. Bootstrapping’s results

Path of Original Sample Mean Standard T Statistics (| P Values
Variables Sample (M) Deviation O/STDEV|)

(0) (STDEV)
AF > FP .300 301 0.056 5.371 0
BMI - FP 473 474 0.050 9.551 0
CSR - AF .265 .268 0.047 5.643 0
CSR -» BMI .695 .699 0.025 27.554 0
CSR » FP .160 159 0.049 3.266 .001

Source: Authors’ analysis.
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Besides, hypothesis 2 is supported confirming that CSR positively and significantly affects the
enterprise’s AF (8=0.265, t=5.643, p<0.001). These findings coincide previous literature of
Taghian et al. (2015); Zahari et al. (2020); Ansong and Wanasika (2017); Cheng et al. (2014);
Sharfman and Fernando (2008) asserting that CSR leads to positive attitude of stakeholders
towards the business, improves the business reputation in front of stakeholders, stimulates
investment desire from outside investors and ultimately leads to high AF. Besides, this finding
contrasts with the argument of Goss and Roberts (2011); Richardson and Welker (2001) who argue
that CSR has no association with firm’s AF.

The result indicates that hypothesis 3 is accepted which confirms that CSR has a positive and
significant association with BMI (B =0.695, t =27.554, p <0.001). These concluding remarks support
the preceding literature of Visnjic et al. (2016); Halkos and Skouloudis (2018); Dunbar et al. (2016)
asserting that socially responsible management practices towards internal and external stake-
holders arouse the positive attitudes of stakeholders towards businesses, raise their awareness of
the changes needed for value generation for stakeholders and the business. As a result, this
facilitates the realization of BMI. In addition, this finding to some extent supports the revealment
of previous studies of Sanchez-Hernandez et al. (2019) who suggest that firm’s innovations must
respond to the expectations of stakeholders. In addition, supporting the finding of Bacinello et al.
(2020) revealing that multi-dimensional CSR practices that address the interests of various stake-
holders positively affect the firm’s innovation outcomes. This finding supports the exploration of
Mendes et al. (2021) who investigated that CSR has a vital and positive association with all kinds of
corporate innovation.

In addition, hypothesis 4 is supported which affirms that AF positively and significantly affects FP
(3=0.300, t=5.371, p<0.001). This finding supports previous literature of Abdisa and Hawitibo
(2021); Fowowe (2017); Malhotra et al. (2007); Giang et al. (2019) those contended that AF
positively associate with FP according to the business opportunity approach. In this context, the
lack of finance or difficulty in accessing finance affects the long-term performance of the business
because it is not possible to realize the business opportunity in the new era. This means losing
a competitive advantage in the marketplace when new business opportunities can be taken by
competitors.

Hypothesis 5 is accepted which asserts that BMI has a crucial association with FP (B =0.473, t=
9.551, p<0.001). These outcomes support the previous investigations of Latifi et al. (2021) who
found that BMI has a direct and significant relationship with FP. Further, supporting previous
literature of Khaddam et al. (2021); Bashir et al. (2018); Kranich and Wald (2018).; Gerdogi et al.
(2018); Karimi and Walter (2016); Futterer et al. (2018) contending that BMI creates different
benefits for the business in the way that establishes dynamic advantage driving innovation
towards the product or the customer as the new logics to create value. In this regard, businesses
create value by creating competitive advantages in the marketplace, improving operational effi-
ciency, and ultimately leading to improved corporate performance.

6.2 Theoretical implications

This paper is of great contribution to existing literature in some respects. Firstly, it significantly
broadens the literature by broadening the study of the role of CSR on FP, with finance access and
business model innovation integrated as mediators in this relation. This is particularly significant
for SMEs in the new given context as aforementioned in a developing economy of Vietnam. These
outcomes indicate that SMEs therefore should perceive CSR a strategic long-term plan that
involves all firms’ stakeholders’ interest towards sustainability. This work provides the supports
of the theory of sustainability vision and stakeholders of Kantabutra (2020) and Freeman (1984).
The finding implies that the proper practicing of CSR, the firm remains committed to its share-
holders with appropriate qualifications, transparency in communication and operations, environ-
ment respect, and employee development, social welfare engagement. This in turn improves
relationships between firm and its stakeholders, leading to an increase in their love, admiration,
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and trust for the firm those help access to finance and innovate business model more favorable.
This will result in generating benefits for the firm to help and improve its performance based on the
sustainable direction. These implications help to address the current situation of SMEs in Vietnam
related to CSR awareness and CSR practices as aforementioned. While the new context of global
integration increases competitive pressure, Viethnamese SMEs not only face competitive challenges
with enterprises in Vietnam, but also with potential multinational enterprises those have strong
financial capacity, attractive business model, strong market experience and a strong CSR aware-
ness, CSR strategic plan and practices. Therefore, changing for the better is not an option but
a must for SMEs to improve its competitiveness against rivals in the new settings.

The second contribution is for multidimensional measures of CSR that developed through the
four CSR proportions discussed by Turker (2009) based on the SMEs using the developing economy.
However, the concept of CSR is popular and comprehensively provide the understanding with the
concepts and its aspects that are still provocative. These outputs provide the solutions of the
current problem based on SMEs in Vietnam related to the observations of CSR. Generally, SMEs
narrowly consider CSR related to philanthropy instead of multidimensional investigations. Such
inadequate awareness can lead to serious deficiencies in the company’s CSR strategic planning,
which affect the benefits that should be obtained from CSR to improve firm performance.

This research may be essential to entrepreneurs, investors, shareholders, and policy makers
towards sustainable progress for the SMEs and the Vietnamese economy in general.

6.3 Managerial implications

This research provides significant measures for CSR execution in organizations, especially SMEs in
Vietnam’s developing economy. The first point of our outcomes is that CSR strategic planning must
be at the heart of corporate strategy, whereby all actions and activities must be environmental-
driven and social-driven, not geared toward short-term assistances. Indeed, SMEs in Vietnam exist
traditionalist view of CSR. Accordingly, they conceive CSR as a cost driver that causes higher prices
those reduce firm competitiveness and negative impact on firm performance in general. This study
favors the revisionist view of CSR. Accordingly, CSR is conceived as a crucial driver for bringing
values to business which help reduce cost, increase efficiency those increase firm competitiveness.
Therefore, CSR must be perceived as investment-related issue, not cost-related issue.

Second, this study proposes that firms implement CSR on a voluntary and sustainable basis
towards sustainable development goals. In today’s Viethamese context, economic integration
brings many opportunities and at the same time many challenges for the country and businesses,
SMEs. In which, the biggest challenge is how to balance between economic development and
environmental and social sustainability. In other words, economic growth without negative
impacts on environment as committed in the Paris Agreement on climate change that requires
specific and practical action plans from 2020. Accordingly, the role of business is very important to
contribute to this commitment. Besides, the global consumers are increasing their awareness of
environmental and social issues so they tend to be more sensitive in making consumption options.
On the positive side, this is an opportunity for businesses those have long-term CSR strategic
planning and sustainable CSR implementation on the voluntary basis.

7. Conclusion

The remarkable contributions of these investigations have been presented in the literature. The
comprehensive perception of CSR for SMEs is presented in the new framework of a developing
economy as Vietnam. The context is considered as most complex than ever as aforementioned.
Secondly, this study contributes conceptual and empirical support with respect to the positive
relationship between the firm and CSR performance using the mediating features of access to
finance and business system innovation. The findings indicate that well performed CSR helps
facilitate finance access and business model innovation those will result in improving firm perfor-
mances. Importantly, this study proposes that SMEs should raise proper awareness of CSR because
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this will greatly influence the strategic planning of CSR in order to optimize the true value of CSR for
businesses as aforementioned. Lastly, this work offers significant, theoretical, and managerial
consequences that may have a high application value for SMEs in Vietnam.

8. Limitation and future studies

This study may exist some limitations that may offer opportunities for future studies. Firstly, the
sample of this study focus on manufacturing firms which may not represent for other business
sectors. Secondly, the data gained from businesses in the South of Vietnam, so it may not
represent for businesses in other regions. Thirdly, this study used quantitative method so future

studies many consider the mix method approach.
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